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AGENDA, HANDOUTS, TENTATIVE UPCOMING SCHEDULE FROM MAY 
7, 1996 DOE-FN COMMUNITY MEETING HELD AT THE PLANTATION 

05/07/96 

DOE-FN PUBLIC 
50 
HANDOUTS 
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19 
20 
21 
22 

Work Coordination Activities OHFN68D 1 1,048 I 55,533 ' 

Laundry/Porters OHFN68Di 1,504 - 

Facilities/Office Services OHFN68D1 3,213 58,746 1 
Transportation/Decon Services OHFN68D1 1,548 60,294 

61,798 
23 [Procedures 'OHFN68Dl I 185 
24 Inventory Controlflraffic OHFN68Di 1,699 
25 RSO Management OHFN68D1 1,491 
26 ,Medical & Occupational Safety & Health OHFN68D1 3,059 
27 ]Radiological Control OHFN68Dl 5,356 
28 !Environmental Monitoring & Compliance OHFN68D1 3,159 
29 IESBH AssurancelSBH Mgmt OH FN68D 1 1,669 
30 ISafetv Analvsis OHFN68D1 1.970 

61,983 ' 
63,682 1 
65,173 
68,232 
73,588 
76,747 
78,416 
80.386 

31 !Regulatory Oversight 
32 [ongoing Ligation 

I 33 I FERMCO Fee 

OHFN30B2 I 2,800 83,186'  
OHFN6OD 1 1,000 84,186 
OHFN8B1 15.000 99.186 

50 IOU1 MgmtlA-E NTPO lOHFN46B2 1 191 202,000( 

34 ILLW Shipping 
35 ~NTSCOS~S 
36 /Mixed Waste TreatmentlDisDosal 

000003 

OHFN16C3 2,945 1 02,131 
OHFN16C3 4,961 107,092 
OHFN16C3 7.691 1 14.783 

~ 

37 
38 
39 
40 

Waste StoragelCharacterization OHFN16C3 5,485 120,268 
GW Monitoring OHFN50B2 2,904 123,172 
Plant 4 DBD Closeout OHFN48B2 5 123,177 
Plant 1 DBD Closeout OHFN48B2 250 123,427 

41 (Wastewater Treatment System Operations 
42 IFRVP Title VI1 Engineering 

OHFN50B2 1 4,964 128,391 
OHFN49B2 1 8,371 136,762 

45 IOU4 MgmtlA-E NTPO OHFN49B2 . i  7,381 168,186 I 
46 Safe Shutdown OHFN48B2 8,835 177,021 
47 OU3 MgmtlA-E NTPO OHFN48B2 1,004 178,025 

I 4 8  /Disposal Facillty Construction Monitoring OHFN47B2 16,035 1 194,060 I 



7 7  

Maintenance Buildina D&D 
74 
75 
76 

Area 1/11 Soil Remedrauon lOHFN50B2 5 754 1 297,815 1 
STP Area Soil Remediation /OHFN50B2 1 1,290 I 289,103 
OU3 Accelerated Plan; 2 Safe Shutdown OHFN48B2 1 900 I 250.022 

70 
79 

OU3 Accelerated DAD Maintenance Complex jOHFN48B2 I 1,479 I 293,103 ' 
OU1 Accelerated Shipping and Disposal iOHFN48B2 I 1,029 294,132 

: 294,132 



Department of Energy 

Ohio Field Office 
P.O. Box 3020 

Miamisburg, Ohio 45343-3020 
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Dear Stakeholder, 

The attached Ohio Field Of ice  (OH) Integrated Priority List represents an optimized distribution of the 
Fiscal Year (FY) 1998 Environmental Management Budget being requested by the Area Ofices and 
Ohio Support Office that make up the OhiG Field Office. 

To support the normal budget development and review processes for the Department of Energy, the 
Ohio Field Of i ce  has de:eloped a FY 1998 planning level budget that supports our Vision 2005. We 
have also identified what couid ind  could not be accomplished if we received funding that was 
constrained at the “Target Level” and t h e  ‘Tzcrement Level”. The “Target Level” identified in the 
attached Priority List is equal to 98% of the FS I997 Congressional Budget Request for all of the Ohio 
Field Of ice  sites. The “Decrement Le-.el” ::I S ? %  of the FY 1998 Target Level total. The Planning, 
Target, and Decrement Levels and the Integrxed Prioritized List are used as to3ls to help the Ofice of 
Environmental Management crezte the z o s t  efficient and effecrive FY 1998 Budget Request possible 
to meet both the national and the Depanment of Energy’s goais and objectives. 

The prioritization phase of the budget forrncktion process provides you the :reatest opportunity to 
provide pre-decisional input to program planning and the development of DOE/OH priorities that 
optimizes stakeholders’ concerns. Your involvement in the development of the Ohio Field Office 
FY 1998 budget is welcomed and encouraged. Please note that funding estimates reflect our current 
best estimates although some adjustments are likely to occur during upcoming budget formulation 
reviews by DOE Program OfEcials, regulators, and the public. With your support, the Ohio Fieid 
Ofice will  present our strongest funding case possible, during the Environmental Management internal 
review process, to support the Vision 2005: “We will achieve, for all our sites, an environmentally 
restored end state which sew- the communities’ needs; and we will do this within a decade ” 

The following summary briefly describes the methodology used to developed FY 1998 priorities as 
generated by respective Area Offices and then collectively by the Ohio Field Ofice. Major impacts of 
receiving only target level funding are also provided for your information. 

From the Ashtabula Area Office (AB) perspective: 

The DOE-AB priority list was based on supporring all work that was on the critical path. Although the 
overall site level of risk is lower, when compared to other OH sites, we felt ir was advantageous to the 
Government and taxpayers to complete the project as fast as possible ard reduce the mortgage cost 
associated with continuing DOE activities at the RMI site beyond 2002. 
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Target funding will add about a year to the current schedule and add an additional $1 3M. However the 
critical path will be preserved. No major regulatory goals or milestones will be affected. 

From the Columbus Area Omce (CL) perspective: 

The scope of decontamination at the West Jefferson site has been defined in an approved baseline plan. 
The priorities for funding at the dec:ement. target, and planning levels relate mainly to the pace at 
which this total scope is accomplished (and the resulting total cost for the project). At the planning 
level, the West Jefferson clean-up can be completed in 4-4% years at a total cost of approximately $90 

million. At the target level, the risks at the site are controlled, however, reduc:ion of the hazards would 
be delayed until funding is available to support the D&D work. 

If FY 1997 or FY 1998 finding i s  limited to only that amount required to maintain the safety envelope 
at West Jefferson, conflicts with the NRC-approved D&D Plan would occur and enforcement action by 
the NRC against Battelle is likely. Legal actions would likely be taken by Battelle based on DOE not 
performing under its contractual agreement. Negative stakeholder reactions would occur at the local 
and state level, including concerns about site safety, lost economic opportunity, and propetty values. 
Battelle’s Strategic Business Plan for re-use of the West Jefferson site would be impacted and claims 
for business interruption could occx .  Tomi project costs could increase by up to $50 Million. At the 
base funding level there would be no hazarci reduction. 

From the Fernald Area Offlce (FN) perspective: 

The FN priority list was based, first, on the funding of core aaivities at the Fernald site, including base 
services, project management, regulatory oversight, and litigation; secondly, on the shipping of low- 
level waste followed by D&D close-out and safe shutdown; and then, on compliance activities, 
environmental, safety and health risk reduction activities, and mission completion. 

Target-level fbnding would impact Fernald’s ability to sustain the OH vision. Fernald would be in 
compliance, although minimally. 
as Operable Unit #2 Waste Unit, the AWWT expansion, the South Field ES, and Operable Unit #1 
ARASA would be performed. Operable Unit #1 ARASA would be in compliance but delayed. Other 
activities not funded would include, but are not limited to, utility redistribution, and several D&D and 
soil remediation projects. Delaying these activities would extend the site cleanup by one to two years. 

Activities required to be completed for CERCLA compliance, such 

From the Miamisburg Area Office (MB) perspective: 

The approach utilized by the ME for prioritizing budgeted needs for the FY I998 Budget Request was 
a risk-based approach for scoring all environmental management activities at Mound. There were, 
however, two exceptions to the risk based scoring approach. Regulatory Oversight and Hazardous and 
Mixed Waste Management were moved up in the ranking due to regulatory and legal requirements. 
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Target funding would impact Miamisburg’s ability to sustain the OH vision. The Integrated 
Comprehensive Plan and Transition Program baseline would not be maintained. Failure to remove 
materials from buildings with discontinued operations would delay the entire site clean-up. Delay of 
dispositioning tritium units would delay environmental restoration work. Turnover of facilities to a 
non-DOE entity would be delayed by one year. No backlogged low- level radioactive waste would be 
shipped in FY 1998. Hazardous and Mixed Waste Programs would be maintained at compliance levels 
only. The treatment system, required under the approved Record of Decision, for Release Block “1,s” - 
Historical Cell Groundwater would not be operated. FY 1998 target level funding would delay critical 
path work for projected future enforceable regulatory milestones. 

From the West Valley Area Office 0 perspective: 

Consistent with the West Valley Demonstration Project (WVDP) Work Breakdown Structure (WBS), 
the Organizational Breakdown Structure (OBS), and standard management practice of the WVDP, 
DOE-WV developed one Risk Data Sheet (RDS) for Essential Site Operations and High-Level Waste 
Treatment and Project Completion and one ;-iDS for the Nuclear Spent Fuels Project recently 
transferred from the Office of Civilian Radioactive Waste Management to the Office of Environmental 
Management. To provide cornnxability wi:h other OH Area Offices, RV developed a third RDS 
(splitting the first RDS icto Essential Site C::erations, and High-Level Waste Treatment 2nd Project 
Completion) and identified the wctk activitiet; sssociated with the three RDSs to the third level of the 
WBS. These activities were :hen grouped based on relative importance to ensure safety and mission 
completion. 

With target-level funding in FY 1998 limitins stabilization activities required to support full  melter 
utilization, there is a high probability of exceeding the melter’s “design life”. Activities associated 
with HLW tank heel processing, head end ceil debris processing, water infiltration, 0, building, 
lagoons, and groundwater would be limited. Resources wouldn’t be available to deal with 
upgradedmodifications to the aging main plant which houses vitrified glass logs. Load-out facility 
construction would not be supported. Stakeholders’ and public trust and confidence would be 
adversely impacted. Regulatory and DOE non-compliance could result. 

From the Ohio Field Office petspective: 

The Integrated Priority List depicts the decisions made as a result of presentations and discussions 
between Area Office Directors, OH Budget staff, and the Field Ofice Manager during recent weeks. 
The integrated list and the decisions it represents were based on the development and evaluation of: 
(1) site-specific priorities presented by each Area Office Director and (2) units of work packaged into 
Risk Data Sheets (RDSs). RDS packages were developed and qualitatively evaluated by a committee 
representing all OH Area Ofices and the Ohi;! Support Ofice. Representatives fiom the Ohio 
Environmental Protection Agency participate3 in the RDS evaluauon process, which qualitatively 
determined the probability of impacts occumng based on conditions described in the RDS. The RDS 
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evaluation committee specifically looked at impacts and probabilities related to seven categories - 
Public Safety and Health; Site Personnel Safety and Health; Environmental Protection; Mission 
Impact; 
Compliance; Mortgage Reduction; and SociaVCulturaVEconomic. Ultimately, the Ohio Field Office 
based its priorities on the following criteria: (1) maintaining basic activities necessary to support the 
safe site operations, (2) completing vitrification of radioactive high level waste at West Valley and 
trying to take advantage of the expected five-year life of West Valley's melter, (3) completing actions 
and reducing DOE liabilities at our small sites, first Ashtabula and then Columbus, as quickly as 
possible in order to reduce martgage costs and save approximately $6M per year in base operations 
costs, and (4) maintaining compliance based on approved Records of Decision and reducing 
environmental, safety, and health risks. 

If you wish to make specific comments regarding the attached priority list, please provide your 
comments to the Ohio Field Office, or respect:ve Area Ofice, at the address(es) listed by April 11, 
1996. 

hianager 

Attachment 

Department of Energy 
Ohio Field Office 
P.O. Box 3020 
Miamisburg, OH 45343 
Attn. Pete Greenwalt 
( 5  13) 865-3862 

Department of Energy 
West Valley Area Oflice 
P.O. Box 191 
West Valley, NY 14171 
Attn. Thomas Rowland 
(716) 942-4312 

~ ~ ~ 

Department of Energy 
Ashtabula Area Office 
1800 E. 21sl Street 
Ashtabula, OH 44004 
Am. Ward Best 
(216) 993-1944 

Department of Energy 
Miamisburg Area Office 
P.O. Box 66 
Miamisburg, OH 45343 
Am.  George Game11 
(513) 865-3252 

Department of Energy 
Femald Area Office 
7400 Willey Road 
F d d ,  OH 45030 
A m  Jack Craig 
(513) 648-3101 

Department of Energy 
Columbus Area Ofice 
505 King Avenue, Bldg. A-4-96 
Columbus, OH 43201 
Am. J. W. Thomas 
(6 14) 424-3 990 
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'United States Government Department of Enerqy 

I 

memorandum 
DATE. 03/29/96 

n c n v  TO 
AITNOF. EM-42 (R. Nace, 301-903-7219) 

SUOJECT: The Fernald Special Project Team Report 

lo. 3 .  P h i l  Hamric 
Manager 
Ohio Field Office 

As you know, the series o f  articles published from February 11-23, 1996, in 
the Cincinnati Enquirer raised serious concerns about the management of the 
Fernald Environmental Management Project, prompting me to commission two 
teams to investigate this matter. 

The first team focused on program management/safety and was comprised of 
senior environmental managers from across the Oepartment of Energy complex, 
as well as subject matter experts in the health and safety area. The scope 
of their review encompassed management o f  environmental activities at the 
site and the recent concerns on the management of  the pi-aject identified in 
articles published by the Cincinnati Enquirer. 

The second team focused on financial management and was comprised o f  the 
Department's Chief Financial Officer staff and a representative 
from the Idaho Operations Office's Chief Financial Officer. The scope of 
their.review addressed the work authorization and invoice processing 
practices at the site. 

Neither team found any evidence supporting the Enquirer's characterization 
o f  "Danger and Deceit" at the site. However, they did identify a number of 
recommendations for improvement. I have attached copies of both reports 
dated March 29, 1996. 

. 

You should begin immediate implementation o f  the recommendations in these 
reports and provide this Office with a status report on which 
recommendations have been implemented and an Action Plan identifying the 
"path forward" within 30 days of this memorandum. 

The Headquarters point of contact for this plan and schedule will be 
Richard Nace, Office o f  Eastern Area Programs, Office o f  Environmental 
Restoration (301-903-7219). 
t o  interested stakeholders, including the Ohio Environmental Protection 
Agency, the U . S .  Environmental Protection Agency, the Fernald Citizens Task 
force, and the Fernald Residents for Environment, Safety, and Health. 

You should a1 so provide copies o f  these reports 
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I wish t o  t h a n k  you, your s t a f f ,  and the s t a f f  a t  the Fernald Area Office f o r  
your cooperation i n  addressing the concerns t h a t  h a v e  recently been raised i n  
the media. Should you have any questions, please fee l  free t o  contact me. 

Thomas P .  Grumbly 
Assistant Secretary f o r  

2 Attachments 
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Department of Energy 
Wasnlngton. OG 20585 

March 29. 1996 

The Honorable John Glenn 
Ranking Minority Member 
Committee on Governmental Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Senator G1 enn: 

The Cincinnati Enquirer published a series of articles f rom 
February 11, 1996, through February 23, 1996, with allegations 
about the management at the Department o f  Energy Fernald site. 
Due to the seriousness o f  these allegations, I commissioned two 
teams to review the allegations, as well as a review of the 
management o f  the project, by the Department's Fernald Area Office 
and the operating contractor, the Fernald Environmental 
Restoration Management Corporation. 

The first team focused on program management/safety and was 
comprised of senior environmental managers from across the 
Department's complex, as well as subject matter experts in the 
health and safety area. The scope of their review encompassed 
management o f  environmental activities at the site and the recent 
concerns on the management o f  the project identified in articles 
published by the Cincinnati Enquirer. 

The second team focused on financial management and was comprised 
of the Department's Chief Financial Officer staff and a 
representative from the Idaho Operations Office's Chief Financial 
Officer. The scope o f  their review addressed the work 
authorization and invoice processing practices at the site. 

Neither team found evidence to support the Enquirer's 
characterization o f  "Danger and Deceit" at the site. However, 
they did identify a number of recommendations for improvement. I 
have enclosed copies of  both reports dated March 29, 1996. 

L have directed the Ohio field Office to immediately begin 
implementation of the recommendatlons in these reports and within 
30 days provide me wlth a status report on which recommendations 
have been implemented and the "path forward" for any remaining 
recommendations. I have also requested the Ohio field Office to 
provide copies o f  the report to interested stakeholders, including 
the Ghio Environmental Protection Agency, the U . S .  Environmental 
Protection Agency, the Fernald Citizens Task Force, and the 
Fernald Residents tor Environment,.Safety, dnd Health. 
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The General Accounting Office i s  current ly  conducting t h e i r  
investigation. and the Department i s  fu l ly  cooperating w i t h  t h e i r  
e f f o r t s .  We w i l l  continue t o  l o o k  f o r  areas where the program can 
be improved and await t h e i r  findTngs t o  fur ther  tha t  goa l .  

I f  you or your s t a f f  would like t o  discuss these reports  o r  have 
fur ther  questions, please contact me o r  have a member o f  your 
s t a f f  contact M s .  Anita Gonzales, Office o f  Congressional; Public, 
and Intergovernmental Affairs ,  a t  202-586-1750. 

Sincerely, 

+ Assistant Thomas P .  Grumbl Secretary Qe for  

Environmer!tal Management 

2 Enclosures 

cc: The Honorable Ted Stevens 
Cha i m a n  
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REPORT 

Executive Summary 
March 29, 1996 
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FERNALD SPECIAL PROJECT TE.SA1 
REPORT 

Executive Summary 
.\Inrch 23. 1996 

At the request of Thomas P. Grumbly, Depanment of Energy (DOE) Assistant Secretary for 
Environmental Management. and Mr. Phil Hamric. Manager of the Ohio Field Ofice. a team 

- conducted a review of the oversight capabilities at the Fernaid Area Office. The review was 
prompted by a series of articles published in.the Cirrcirrnari Ettqiiirer alleging widespread safety 
and management problems at DOES Fernald Environmental Manauement Project. The review 
team was co-chaired bv Mr. 1mcs F iore. Director, Oflice o i  Eastern Area Programs. 
fkadquaners. and Mr. Roben t'olker. Deputy Manager of  the Ohio Field Office. and consisted of 
subject matter expens from the Department's Ohio, Richland. Albuquerque. Savannah River. Oak 
Rjdg, and Idaho Operations Ofices. The review team investigated specific areas at Ferndd 
including work authorization, safety, baseline development. invoice review, award fee. and the 
vitnfication pilot plant. These areas parallel the allegations made by the Lttqrtrrer The team 
convened at the Ferndd Area Office riom February 27-29, 1996. The methodoloyy employed by 
the team consisted primarily of person-to-person interviews. document reviews. and work-site 
inspections. The review team was to assess the adequacy and eRectivcncss of DOE oversight of 
contractor operations and determine the validity of ~ J L !  Etrqirrrer's allegations. The team wiu also 
charged with making recommendations to enhance the oversight process. A summaw ofthe 
review ieam's observations and rccommendations follows. 
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In the amclea. f . w  tkprrcr  quesrlonea Fernalds work authontjtion ana prolect trachng 
practices. l7re Eiiqrrrrer allege0 th3t F ERMCO has been penorrmng work without proper 
authonzation by DOE mi that an Apni 1994 memorandum irom a FERhfCO financia1 manager 
instructing FERMCO managers not to correct overstated progress was proof of systematic 
deception bv FERhlCO. 

While the team did find instances where control accounts were opened and used without budget, 
the team found overall the authorization system was operating satisfactonlv. Those instances of 
accounts without budget were, pnmaniv, due to the establishment of the new ten-year basdine, 
DOE was aware of this situation. The team recommended that FERMCO policy as outlined by 
the April 1994 memorandum be changed to ailow corrections on over- o r  under-stated progress 
to be made in subsequent repons rather than relying solelv upon the variance reponing synem. 
The rewew team also recommended that project control and project management training 
requirements ior DOE staff bc better-defined. standardized. and implerncnted. 

Dev- 

This area and the following topic Invoice Review are also integral to work control and project 
tracking. The review team examined the utility of Fernald's baseline document as a tinancial 
planning and project scheduling tool. The team also looked at the Eirqrirrer's allegation that 
FERMCO did not properly repon 3 low-bid for the Plant 7 Decontamination and 
Decommissioning (D&D) project and, consequently, improperly benefited through the award fee 
process. 

The team concluded that 1:rrnald's bascline was a solid planning and management tool that 
complied with all applicable DOE rrlquircments for such docuinents. Tlie review did find that an 
3djusmcnc 10 the baselinr rrllrcrinq itic luw bid for ihc Plant 7 DBD was not made 111 a timely 
iiinnnrr. rlre team ;ilso i0uiid i h t  coniraw io  ilie L;:rrclurrvr's nlleyution. DOE was awilre ofthe 
low bid l o r  the 1'1m 7 D W .  . \  continuing review ut'the Phnt  7 ;djustment IS beinq conducted 
io determine i f i t  would chnqe  [lie rating ikr cost and schedule tioni satislictory lo 

unsatistactory. ,In unsrrtisthon' rwny  wuuld produce a ncyrrtivc ICC OI'S I JS.000 
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Again. me review team was unsole to  suostsnti~te ilie Ltiqirrrrr s i~iirgations. The team noted 
I h i t  ail invoices are re\'iewea prior to pavrnent ma the Inspector ckfleral COnOuCts  annual "casts 
incurrea' suaits or FERhlCO clsimea costs. Thc tern observea a numoer of strong management 
practices that could be consiaerea for use ov otners in the DOE complex. .\-'otablv, PEx was 
*.mvea IS a good financial management svstem that allowed thc user (0 easilv track the financial 
status ofany project. The team aid note that some procedures needed to be better formalized and 
that the internal review process oi the Ohio Fieid Ofice needs to focus on the crIticd informauon 
neeas oithe Femald &ea Office Director and the local contracting orficer. 

t tOtn 3 Vir- 

77ie Eiiqtrrrer alleged that FERMCO had devised a "secret pian" for disguising cost growth in 
Fernald's OU4 Vitrification Project. The team reviewed OU4 documents and intenriewed 
personnel assigned to both the Vitrification Pilot Plant and the fill-scale Vitrification Project to 
assess this allegation and rcview the status of the Vitrification Pilot Plant and Fcmald's overall 
strategy for dealing with the OU4 waste. tOU4 includes the K-65 silos. 

The team could find no basis for f7re Giyrrrrws "secret plan" story and detenntned that while the 
project was in fact expenencrng cost gowth, ths s r o w h  was well documented and DOE 
personnel were aware of the situation. The team noted that recommendations made in a DOE- 
comrmrsioned value engincenng study could contrrbutc significantly to schedule recovery and 
reducing the final cost of the Vitritication Project. The schedule for the design of the hll-scale 
plant should be adjusted to permit the integration of information from the pilot plant. It was also 
noted that FERMCO is working on developing alternative technical strategies to regain schedule 
and cost for thc project. These activities were approved by DOE, 
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FERS.4LD SPECIAL PROJECT TEAM 
REPORT 

I. Introduction 

At the request of thc Ofice oiEnvironmentd Management (EM) and the Ohio Field 
Office (OH), a team consisting or' senior managers from Headquaners (EM and EH), 
Ohio, Richland, Idaho. Albuquerque, Savannah River. and Oak Ridge Operations Offices 
conducted a review oithe overall oversight abilities of the DOE Femald Office and the 
allegations recently made in the Ciirciririarr Enqwer. The team's find report is duc to the 
Acting Under Secretap, hlr. Thomas P. Grumbly by the end of March. 

The team conducted thrce davs of internews and document reviews on February 27-29 at 
the fcmald Area Ofice. which is located in southwestern Ohio. The primary focus of the 
review team was an assessment of site safety practices and to determine the adequacy and 
effcctivencss of DOE oversight of contractor operations. The review examined standard 
processes such as "Change Control." "Work Authorization Systems," "Invoice Review and 
Acccptancc," "Criticality Safety," and "Radiological Protection." The review was to 
identift any weaknesses in Fernald safety practices and/or the oversight systems used by 
DOE to monitor contractor pertormiwe and recommend appropriate corrective action to 
the field. In addition. special teams were tasked to look at OU4 (Vi( Pilot Plant) due to 
the extensive coverage oithis item by the Etiqicirer. The team was to quickly determine if 
any of the allegations were tme and if so whether the cause was systemic in nature. Any 
tindinys arising from this review were to be provided to the local DOE ortice for prompt 
corrective action. 

On-site document rwicws. k t d  inspections. m d  tvi\Ikdotvr\s \wee pcr[ormcd. 111 addition. 
Interviews ot'individu31s limn l30E-014. IY32hfC'O. 
the Fcrnald Citizens 
the regulators were conductud. 

h x  O I I - S I ~ C  uiiioi~s. [Ire head ~ t '  
Force. the president ai'thc Iucal C I ~ I Z C I I S  Group IXESlI), and 

I 
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cost. DOE personnei should examine the Plant 7 D&D subcontract variance to 
deterrmne ifthe fee rating for the cost penormance critena would be different had 
this variance been ad,iusted timelv. 

a DOE should review the practice of FERMCO continuing to repon overstated 
progress until "rcal performance" catches up. They should consider adopting 
practices from Richland and Savannah River whch  require adjusting performance 
calculations in subsequent repons. 

0 DOE needs to improve the eifectiveness and use of the Project Control System by 
all managers, by increasing visibility of the information available and placing 
greater emphasis on formal training ofDOE staffin project management as it is 
practiced at Fernald. 

a DOE needs to improve formality of operations in invoice review and in managing 
10 the baseline. :Is IPEx and the newlv submitted baseline come together. the 
invoice review procedure should ask that DOE reviewers assure work is within 
scope, as defined by the baseline. If DOE finds that invoices precede baseline 
change control, corrective actions should be taken to assure that hture work is not 
authorized ahead of baseline changes. With the new baseline, protocols for 
providing direction to the contractor and managing change control should be 
respected in order to maintain management control. 

a DOE should direct FERMCO not to proceed with the design ofthe full-scale 
vitrification plant until operations of the vitrification pilot plant have been observed 
sufficiently so that lessons learned can be incorporated into the hll-scale design. 
This will preclude costly design changes and help ensure the success of the OU4 
vitrification process. 

a FERhlCO sliould ensuruhat inembers ofthe pilot plant team have substantive 
input into the Iull-scale design. This will help ensure that pilot plant design and 
construction experience is incorporated into the full-scale rtFon. Routine 
comrnunic~tions concerning the goals, objeclives. and status of the full-scale 
design etfbn and value engineering studies to the pilot plant stat€ will help alleviate 
concerns pilot plant satfmay have relative to future plans for 0U-l and their role 
in it.  

a DOE should conduct 3 formal detailed review of FERhlCO responses to the OU4 
I nv e s I g a [ion I< e p o n 3 nd \':I I u e E 11 gin e e r i n g re  c o rn me n d a t i o n s . 



activities on project costs. schedules. and value added. Review results shouid be 
submitted more promptly to the Fernald otiice. Additionallv, this statfwouid be 
the appropriate team to do routine cross-cutting reviews of vouchers (no one is 
presently doins these I, An additional recomendation is that traclclng reports. such 
as the Emplovee Concerns Report discussed with the review team. be regularly 
shared with the Fernald Manager so that he can take manasement action if he sees 
unacceptable trends developing. 

a Fernald should consider organizing around type of work as opposed to geographic 
area. There are likely to be et'ficiencies to projectizing all surtace remediations, 
ground-water actions. and D&D as separate 'projects' to take advantage of 
common skill mixes, remedies, lessons learned. etc. The present organization is 
convenient for regulatov interactions but may not be the most efficient and cost- 
effective for gettins the work done. (tt should be noted that some team members 
did not support this recommendation.) 

e Consider incentives to subcontractors (i.e. FERMCO incentivize Parsons) to 
develop and carry out project order plans in more cost-effective and efficient ways. 

a Some minor adjustments to the performance fee process could reduce effon and 
improve communications. The contractor-submitted mid-term self assessment 
report could be deleted and a written monthlv performance fee review could be 
added to the monthlv project review. Continued etTorts need to be made to 
implement Incentive Share Projects. 

The FERMCO cost and schedule control system should be adjusted to facilitate 
tracking the pert'ormance ofsubprojects, such as the pilot plant. This would 
provide greater visibilitv and enable DOE and FERMCO to identie problems and 
take corrective action i n  a timely manner. 

e DOE should continue 10 pursue shipping of all nuclear material (metals, o+des, 
sludges) otfsite so cleanup at Fernald is not delayed. 

a DOE-OH should xivise medical researchers to formalize their request for the silo 
materials (radium) nnd submir it to DOE Headquarters. 

Appendix B provides a  summa^ 01' TIw fG/ipircr'.s allegations and Fernald's response. 

111. StrerrgrldBest Pr:icrices Iileiitifieil 

DOE Iias Iwqxirrd and docunlented a plan tor reviewing die FERhlC'O Life Cycle 
Daseliiw t 1 1 ~  is ; i iuicipwd 10 be subinitred soon. m e  plan is compreliensive and 
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incorporates lessons learned from the reviews conducted on the Baseiine now in 
place. Alajor issues that \vere faced in prior reviews have been speciricallv 
addressed in the plan. 

0 FERhZCO and DOE have established a strong Change Control process. The 
baseline, changes to the baseline. and evaluation of work progress and associated 
costs are well-documented and traceable. 

b PEx is a most impressive database and provides easy access to data. It  is user- 
friendly, and both DOE and FERMCO staEaccess it regularly. The local staff 
consider it a valuable management tool. 

Fee Procm 

0 There is clearlv strong leadership involvement at this site in the pertormance- 
based fee process. The Area Ofice Director and Deputy Director are personally 
involved in determining the specific areas of performance. They attend meetings 
and provide opinions on a regular basis. They have obvious ownership of the 
overall evaluation of the site contractor. This involvement assures that DOE is 
evaluating the right things and getting the best use of taxpayer dollars used to 
incentivize the contractor's pertormance. 

b The method used for assessment of contractor pertormance is flexible and 
effective. The plan changes every six months and is always current as to the 
desired outcome as a result ofthose changes. DOE can focus the contractor's 
attention etrectivelv. The use of negative and positive incentives puts the 
contractor at financial risk and gains the attention of management in the 
contractor's organization. assuring a good product for DOE. 

0 The techniques utilized in the pertorrnance-based fee process are innovative. The 
basis of these techniques is the quality revolution currently occurring in the 
government. The criteria to be measured are written by the people actuallv doing 
the work, and a teaming etf'on is made by reaching agreement between DOE and 
the contractor on tvhat will be measured and how it  will be measured. Incentives 
are designed to motivate the contractor to perform in accordance with the plan. 
The objective nature of the plan allows the contractor some degree of control of 
the outcome. These innovative ideas are giving the DOE the best utilization of its 
resources. 

b The areas uipertormance are detinrd in strong, clear. and objective terms. The 
jite personnel iiivolved in authoring the Pertornurice Objective Criteria I POCs) 
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have done an outstanding job of grasping the desired outcome of the . .  contract and 
putting those desires into effective language. The cnteria are easy to understand 
and have evolved over several evaluation periods into clear and concise factors 
that measure the work. 

. 

V i t r i f i ~ o n  P' tlot P b  

The DOE investigation into the cost and schedule growth of the pilot plant 
represented a vigorous etron to identify the cause of the problems and identift 
corrective actions. The studv was conducted by technical and programmatic 
experts, leading to substantive recommendations for improvement in both areas. 
Moreover, weaknesses identified, if effectively resolved, will lead to a stronger 
program for the operable unit as a whole. Lessons learned could be expanded in 
other areas, strengrhening the entire Fernald program. 

The DOE value ensineering study, which was conducted by experts from industry 
and government. resulted in analyses of alternatives which could dramatically 
reduce the cost of OU4. The identification of potential savings underscores the 
importance of value engineering and its potential benefit to other DOE projects. 

IV. Areas of Review 

A. Safety 

This review involved an examination of the radiation safety and the criticality 
safety program both from the DOE and FERMCO administration and execution 
perspective This review was not a formal or detailed audit or program evaluation. 
The reviewers were on site !or approximatelv three davs. 111 that time. a 
comprehensive program sampling was undertaken to detect areas of deticiency, 
especially in the areas charged in the news reports as "hazardous" or "out-of- 
compliance." From this review, conclusions were drawn, which are believed to be 
fundamentally sound. \Ve found no evidence to S U ~ ~ O R  the allegations reported in 
the Etiqiirrrr article. 

The criticality saiety program was cited by the C'i/icrii/imi f3iqiiirc0r as having 
seven criticality "incidents" since September 22, 1993. A more correct statement 
would be  hat rhrre h3ve been seven infractions of criticality control procedures. 
At the request ot'rlie Ohio l'icld Ottice, we reviewed the current criticality 
program at Ferndd to determine i i n n y  weaknesses existed, based OII [he 
allegations ut' 1 he newspaper ;micls. 
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Functional Areas Covered . .  

The following aspects of the Radiation Safety Program at the Fernald site were 
reviewed. 

a. DOE-FY field otfice program 
b. 

C. FEEZMCO contractor program 
d. 
e. Past reviews and audits 
f Documentation and follow-up 
g. 

DOE-Otfice oiEnvironment. Safety and Health (EH) site assessment ofice 
program 

Unioniconstruction trades leadership and programs 

The basic elements of a comprehensive radiation safety program as outlined 
and required in lOCFR835 (the Radiation Protection Program - W P ,  as 
required bv 835) and the RADCON manual. 

The review did not allow time to audit the criticality program against the 
appropnate DOE orders. The intent was to review the application of the program 
as to its ability to assure criticality safety. 

DOE Field Ofice Program 

At this point in time. the personnel responsible for the oversight and routine 
contractor programs evaluation and control are adequate in statrtng number. The 
competence of those professionals responsible for the radiation safety area is 
excellent. We found the staffto be informed (very much aware of plant status and 
conditions 1, aggressive. and insistent upon compliance and program excellence. I t  
was also evident that an etfective working relationship existed between DOE and 
the contractor. 

The audits o t  the Fernald Criticalitv Program were excellent. DOE oversight 
personnel have been very emphatic in requiring the very best program from the 
contractor. This is clearly documented in DOE Fernald's June 1995 assessment 
that discussed specific programmatic deticiencies in the contractor's fissile material 
storage area posting, procedural compliance. job specitic site training, facility 
access, and correction of identified deficiencies. 

. " .  (Boo028 



.conditions appeared high. The site representatives o i  DOE-EH have been 
aggressive in assuring that anv infractions of criricalitv procedures were observed 
and properlv communicated to the contractor. 

FERRIC0 Contractor Program 

There appears to be adequate contractor stafling. In fact. the ratio of radiation 
control technologists to radiation workers is in the range of 1 per 10 to 15. which 
is a fairly high ratio and implies a high level of radiation safety suppon. The 
professionals appeared to have excellent credentials of training and experience. 
The technologists appeared knowledgeable and aggressive. 

The FERMCO Criticality safety program was judged to be adequate in staffing and 
experience. This represents a significant change from the previous eight months. 
In June 1995. the contractor criticality staff had dwindled to the manaper, who was 
then relieved of his position. A recognized criricalitv professional was acquired for 
six months to rebuild the program. That assignment has been successhlly 
completed and an experienced criticality safety manager from a corporate sponsor 
has taken over the program. The staff has been rebuilt with the recognized need to 
pursue additional training. The turnaround of the program is largely the 
recognition by management that changes in personnel and attitudes were necessary 
to meet DOE expectations. 

UnionKonstruction Trades Leadership itnd Programs 

The union representatives interviewed were knowledgeable and typically 
aggressive; i.e. safety issues are a priority and the Union leadership are alert to any 
safety issue. Typical management intertace issues were evident; however, without 
exception. there appeared to be an excellent working relationship with and respect 
for the ESkH starf and their ett'ons and intent. 

Past Reviews ;iiid Audits 

A relatively large number of formal reviews and audits have been performed during 
the past few months, both by local review teams and DOE-HQ teams. Several of 
these outside reviews were requested by the DOE lield team to address specific 
issues of identified deficiency . The team found the reviews to be comprehensive 
and helptlul. The team also found the programs to be responsive through positive 
follow-up repons The team reviewed specitic program documentation related to 
reponed ddicieiicies. rind it  \vas wident that the issues had been coinpletelv 
addressed ;1 rid 11 i~ L' u me i it  ed . 

An in-depth criIic3l;[v s;il'etv ;issessmeiit \Viis inade bv h tanin hlarietta Energy 
Systenis cXlarch 2 1-25. 1994) A corrective action plan \viis developed by 
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FEELllCO that was not accepted by DOE as being responsive to the identified 
needs. A formal assessment by DOE in'June 1995 identified the program as still 
not meeting expectations ana FER!lCO's response being unacceptable. The 
resulting personnel changes in August 1995 created a new awareness of the 
programmatic requirements. A December 1995 audit by DOE indicated that an 
acceptable program was in place. 

Com pre hensive Radii) t ion M e t  y Program 

Usins IOCFRS35. the required Radiation Protection Program. and the W C O N  
manual as the criteria against which the program must periorm. we found all of the 
elements o f  a comprehensive radiation safety program to be in place and 
functioning. This must not be taken to imply that there are no deficiencies; 
however. the program appears to be hndamentally sound and hnctioning as 
envisioned in the regulations. I n  fact, the program appears to be one of the 
strongest in the DOE system at the present time. Llajor upgrades in the program 
have occurred during the past few months as evidenced in the historical database, 
i.e. i t  was evident that significant deticiencies existed but have been etrectively 
addressed within the past few months. An aggressive compliance program is in 
place. Tlie training program also appears to be well-structured and administered. 

Comprehensive Criticality Safety Progr;rm 

Uranium categorized as Enriched/Restricted-in-storage is packaged in red 
containers. This comprises all material that has been enriched in the uranium-235 
isotope. During the last six months, all red containers on plant have been 
consolidated into four storage buildings: two of these storage buildings were 
inspected. hlaterial ot' two percent enrichment or  greater has also been grouped 
into a protected a m v  in one ot'the storage areas. r \ ~ ~ e ~ ~  is controlled bv a 
concrete perinieter :ind hieing. This erktively mitigates the potenrial for a 
criticalitv accident niid iiiinimizcs [lie potential t i )  violate control procedures. 

a The niedia allegations in the ares of criticalitv safety were identitied 
through DOE'S ORPS reponing system. Tlie characterization, by the 
media, of each procedure infraction as a criticalitv "incident" is inaccurate 
and inappropriate. 

J 
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The media allegations in the 3re3 of radiation safetv are groundless when 
evaluated in context ofthe radiation safe& program currentlv in place at 
Fernald. 

AI1 of the elements of a comprehensive radiation safetv program are in 
place and hncrioning. 

The professionals are aggressive in having vigorously addressed and solved 
several areas of deficiency within the past few months. 

Major upgrades are evident during the past two years and especially during 
the past 6-8 months. 

1 OCFRS3 5 compliance appears hndamentallv completed. 

-- The Radiological Protection Program t U P )  is complete and 
documented. 

The RADCON manual compliance also appears hndamentallv complete 
and in place. 

-- 
-- 

The implementation plan is complete and in place. 
.A RADCON Requirements manual has been prepared and is in 
place. 

A complete set of Standard Operating Procedures has been prepared and is 
in place. 

Outside reviews have been requested and have been helphl 

-- Previouslv identified deficiencies have been addressed and 
Lorrected. 

w h s / B e s r  1 

0 The radiation safetv program appears to be one of DOE'S strongest at the 
present time. 
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b Opportunities should be pursued for snipping all enriched material to a 
designated DOE repository for enriched uranium such as the Y- 12 Plant at 
Oak Ridge, Tennessee. 

B. Baseline Development and Approval 

Backeround 

There is a contractual requirement for FERMCO to have an approved Project 
Baseline (hereatier referred to as the baseline). 

There are three key components of any baseline-the scope of work to be 
accomplished. the schedule for completing the work, and an estimate of the cost to 
do the work. The baseline is a critical component of DOE'S planning, budget 
development, and budget execution process. I t  also provides DOE with the ability 
to measure a contractor's project performance in terms oftime and cost over the 
life o f a  project. (This is why they are also often referred to as Performance 
Measurement Baselines). 

The tool that is used to actually monitor and measure performance against an 
established baseline is the Project Control System (PCS). Usually there is a 
hardware and software platform at the heart of a PCS which allows actual progress 
in terms of time and cost to be compared to planned progress. There are 
assumptions made in developing the baseline, such as funding availability, that 
require adjustments to the baseline to keep perrormance measurement meaningfir!. 
These adjustments are usually accounted for through a formal Change Control 
Process. (This is expanded upon in Section C ) 

FERhlCO submitted a baseline to DOE in  September 1993. The Baseline 
documents were reviewed by DOE representatives from EM-HQ, Oak Ridge (OR) 
and Fernald (FN) On October 15,  1993, FER\lCO was notified that the Baseline 
could not be approved until improvements were made in the definition ofwork 
scope, integration of lower level schedules, and basis of cost estimates were made. 

FERhlCO resubmitted the Baseline to DOE in  December 1993. This baseline was 
extensively reviewed by DOE representatives from Ehf-HQ, OtTce of Field 
Management (Fhl ) - i iQ,  OR, Cliicago (CI-1) and FN. Alter derailed evaluations of 
the work scopes. j~llrdulcs ;rnd cost estimates. [he team concluded that thev were 
consistent with DOE rcquireiiirnts and would provide ;1 basis tbr nirasuring the 
performance ut' ITRhICO. Ei.l-11Q ol t ic idly :ipproved [ti; b;isrlinr iii Ccbruary 
1991 i i j  recoiiiinciidcd by   lie ICYIC\V [ cu i i .  



In June 1994, an  independent Cost Assessment was conducted by FM-HQ that 
found the FERflCO project cost estimate to be of sufficient qualitv and detail to 
warrant baselining. The reconciliation of the Independent Cost Assessment and 
the Project Estimate were found to be within acceptable estimating limits. 

. 

In Julv 1994. ElI-HQ (OGce of Engineering and Cost hlanagement, EM-24) 
conducted a Cost Qualitv Management Assessment. This review team concluded 
that FERMCO had developed a comprehensive technical. schedule. and cost 
baseline. They found FERMCO's estimates to be stand-alone documents that 
included the assumptions made and basis for the estimate. 

rn Obseninrions 

FERhlCO's Project Control Systems Procedure. PCS-0 10, specificallv states that 
after subcontract award. a change proposal will be  prepared to adjust the baseiine 
from the estimate o f a  subcontract to the final negotiated value. The primary 
reason for doing this is to remove from the system the variance that is yenerated by 
this difference. Otherwise. this variance could mask the performance of the other 
work being done. 

A spot check \vas made on the Plant 7 D&D subcontract which was the subject of 
one of the allegations raised by the Eiiqttwer. Based on the evidence examined, it 
was a year and a half from the time DOE approved the negotiated subcontract, at 
an amount less than that estimated, to when FERMCO submitted a Change 
Proposal to remove the variance. 

There are manv variables that could cause the actual subcontract value to.differ 
from its estimate. Assumptions made about how the work would be done and who 
would do the work were the primary contributors in this instance. In manv cases. 
these can be vnlid reasom tor rewarding a contractor for reducing the cost ofwork 
accomplished. l.Iowttver, there are so manv factors that could cause such a 
difference there is alwavs the concern that the contractor is inappropriately 
receiving fee on such a variance. 

A check ofthe Pertormance Based Fee P13n for the period revealed two areas 
where FERhlCO could potentiallv have earned fee tor the cost variance yenerated 
on the Plant 7 DSrD demolition subcontract. The tirst area was a performance tee 
criteria based strictly on schedule and cost variances. A review ofthe records 
revealed that no fee was paid on this criteria during this time period. even though 
the baseline Ii:id not been adjusted. The second area \vas a pertornlance !'re critena 
based on cos[ s:rvings. A review ot'the records revealed that cost silv1ngS for Plant 
7 were claiiiird iii w e  fee period, but i t  \vas not a factor on the ainouiit or  fee 
earned bv I:ERhtCC) Tlir s;me amount of fee would have been rrirned even if the 
cost savings t i d  iic)[ beeri clairnrd. 



6 

: 7 7 7 7  
. .  -/Best Prnctices Id- . 

C. 

DOE has prepared ana documented a plan for reviewing the FER!!lCO Life Cycle 
Baseline that has been submitted. The pian is comprehensive and incorporates 
lessons learned from the reviews conducted on the baseiine now in place. hlajor 
issues that were faced in prior reviews have been specifically addressed in the plan. 

FERMCO and DOE have established a strong Change Control process. The 
baseline. changes IO the baseline, and evaluation of work progress and associated 
costs are well documented and traceable. 

Recornmendaticgs 

FERhKO should be more timely in adjusting the baseline when negotiated 
subcontract amounts are different from the estimated cost. DOE personnel should 
be more proactive in ensuring FERhlCO does this. 

DOE personnel should pursue hrther the Plant 7 D&D variance. arising from the 
negotiated contract amount and the estimated cost, and its impact fee 
determinations. Speciricallv, to determine if the variance had been adjusted in a 
more timely manner would have resulted in a rating tor schedule and cost variance 
criteria change from satisfactory to unsatisfactory. This would cause this criteria 
to yo from no fce earned to a negative fee of S 135,000. 

While it is imponant to maintain the integrity of the baseline it is also important 
not to become so mechanical in the compliance of a system that it becomes 
overloaded with small and insignificant adjustments. There were several Change 
Control Proposals received which seemed to fall into the latter category. DOE 
manasement m m  \$'ant to review the Change Control criteria and process keeping 
in mind that the basclinesnd changes to it  are to be used as tools to measure 
progress 

The Project Control Svsteiii (PCS) at Fernald consists of various subsystems which 
capture ddined ivork;  identify and assign work responsibilities; develop schedules; 
establish budget; authorize work; xcumulate and repon performance data; analyze 
p e rio r rn 3 nc e cr n d tb r m u I 1 [ e cor r e c t i ve a c t io 11 1) I il 11 s fo r si g n i tic ant v n r i n nc e s ; 
rnanage l i lndj; control revisions IO work scope, budgets, m d  schedules' iind plan 
crnd control subcomracted work. l l ie  I T S  l r m s  a toundation capable of 
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providing manasernent with the appropriate level of detailed information necessary 
for ertective decision-mahng and utilization of project resources in accompiishing 
the project's obiecrives 

. &  

The objectives of the PCS are to assure that all project work is identified. 
thorouehly - planned. cxehl lv  monitored. and satisfactorily controlled. These 
objectives are focused toward the establishment of a "Good Business Practice" 
approach in settins forth those management processes required to manage project 
work. These processes include: 

0 Defining and organizing the technical work scope; 

e Identifiing and estimating resource requirements; 

0 Establishing budgets: 

e Developing and maintaining detailed plans and schedules; 

0 Authorizing work; 

e Accumulating and assimilating cost and schedule performance information; 

e Managing funds; and. 

0 Reviewing and reponing progress and forecasts to the customer 

The review ofthe Fernald Project Control System was accomplished by a 
combination of briefings, interviews with several DOE-OH staff. and review of 
documents. The brief nature ofthe review limited the depth ofthe analysis that 
could be done. Issues and.recommendations noted should be considered as 
starting points for more complete action by [he responsible statf 

The Fernald work authorization process has experienced considerable challenge 
this year. One baseline was used for the first three months, il second (conditional) 
baseline was used for the period beginning with the January 1996 Cost 
Performance Report, and a third is planned for the period beginning in Apnl 1996. 
This results in ;1 high porenrial tor c o n h i o n ,  and complicates the [ask of 
meaninghl vnrimce malvsis and orher uses of the project control system. 
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FERhlCO memo of April 6. 1994. provides guidance to leave known over- 
reponing of' progress "as reponed until real performance catches u p  in a future 
period." This appears to be based on a FERMCO interpretation (agreed to bv  OH) 
of a DOE requirement which is different from that used at other sites SR 
Hantord). It is normal practice not to go back and modi@ historical repons whena 
discrepancv is found. However, unlike the FERMCO interpretation. it is normal 
practice 31 other major DOE sites to change the periorrnance calculation in 
subsequent repons. 

Based on limited review, there appears to be little documented formal training of 
the DOE project management staff (i.e., Offce of Environmental Management 
staff) on the project controls system used at the site. The primary approach to 
training appears to emphasize on-the-job training. The system and reports were 
not always considered usehi by the limited staff interviewed, and less formal tools 
were sometimes utilized. The baseline shifts noted above may have been a 
contributing i m o r  in the use of informal tools for measurement of progress. 

Significant discrepancies in the status and schedules of the technical qualification 
and training program were noted between reports on these programs and 
assenions bv OH staK The repons show a significantly longer schedule for the 
certification program than the OH statf. OH representation of policy is a more 
acceptable approach of certification of all staff within one year. 

Environmental restoration project management is a primary hnction at Fernald. 
As the Technical Qualification Program is being implemented, only one staff 
member has a target qualification in project management. There appears to be 
room within the overall OH approach to provide greater emphasis on project 
management qualification and training for appropriate staff. 

Stair intemirwttd reponed that day-to-dav contact with FERhlCO counterpans is 
sutticient to maintain exly warning of' potential changes as well as changes below 
the formal threshold. DOE-SR has found it useful to employ more formality to the 
process to ensure "no surprises" and early tlushing out ofissues. A DOE sign-otf 
is secured (after the fact) on below-threshold changes, and a "BCP Change 
Request" is executed at the fronr end ofthe Change Control preparation process. 

While the tram observed that enhancements could be made in the area of project 
control, the system was found to be operating satisfactorily. 

None 

... 



Rec- 

It is recommended that DOE-OH review the practice of FERh4CO continuing to 
repon overstated progress until "real pertormance" catches up. Consideration 
should be given to adopting the practice used at other major DOE sites of 
reflecting corrected pertormance calculations in subsequent reports. 

The team recommends establishing the credibility of the Project Control System as 
one that meets the needs of users. A quick. available, near-tern fix to consider 
would be training the DOE stat'fto the level that the FERMCO Cost Account 
Managers (CAMS) are trained. More familiarity with the system will help 
reinforce its usefulness and credibility. 

Project management qualification could be considered a higher priority than is 
currently reflected in Technical Qualification Records (TQRs). Functional area 
qualification standards tailored to Fernald is one potential solution. Other 
possibilities include 3 compound primam hnctional area to retlect the fact that the 
Ofice of Environmental hlanagement knctions are both technical and project 
management in nature. 

DOE should resolve discrepancies between management and Internal Review 
representations of the schedules being pursued for the training and certification 
programs. 

DOE should consider adopting the approach of having documented DOE sign-offs 
at the beginning of the Baseline Change Proposal (BCP) process and (after the 
fact) on below-t hreshold change proposals. 

D. Invoice Review 

Monrhly copies of FERhlCO invoices are delivered to the DOE Contracting 
Officer cC0). The CO siyns a receipt as proof of delivery. The CO retains one 
copy of the  invoice. one copy ofthe supplemental cost breakdown document, and 
a copy of the Cenirication Statement sheets. The Chief Financial Ollicer (CFO) 
representative receives one copy ofthe invoice and a copy of the supplemental 
cost breakdown document. The CO distributes the certification packets to the 
appropriate DOE :\c[ivi[v D m  Sheer (ADS) hlanayers. 

rtie ceniticxion p~ckets  conraiii il crnitication sr3renirnt tor  administrarive review 
.ind approwl o f  o:ivinent request, :i wnmarv ot'the iiionrh's charges ibr all ADS'S 
A bre:ikdowii ol'rhr sj)eci~ic ADS bv Uudgrr and Reponlng (BSrR) code and 
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specific charge numbers. ana BbR coae sorted by object class is also provided. 
This object class bre3.kdoiv.n illustrates the monthly amount and the vear-to-date 
cumulative figures for each object class. In addition. each certification packet . . 

contains individual listings soned by charge numbers assigned to the individual 
DOE representative. 

Project and activity responsibility is assigned by,the ADS managers through a 
Responsibility Assignment Matrix (RAM) document: The majority of the ADS 
managers are Team Leaders in the Environmental Management Division (Em). 
The RAM is a listing of each A D S  broken down by charge number. Each charge 
number is listed and the respecrive FERMCO Cost Account Manager (CAM) and 
DOE primary contact is identified. The RAM allows the ADS manager to identify 
projects and subprojects and to assign specific DOE personnel to each. 

The certification packets are distributed by the CO to the individual ADS 
managers. who in rum review the packet or distribute the packet to the members 
of the ADS review team according to the breakdown established in the RAM. The 
ADS manayer conducts or requests a review that addresses the following 
requirements which are stated on the A D S  Certification Statement: 

I. Determine that the description, quantitv. and services were actually 
delivered or rendered. 

2. Assure that the items billed were not covered under a previous payment 
request and are consistent with the terms of the award. 

3.  Assure the reasonableness of the billing in light of known pertbrmance. 

4. Assure [tiat the performance is in accordance with the terms and conditions 
of the a\viird. including the following: period of pertormance,. statement of 
work, md rcsrricring provisions. 

A draft implementation procedure has been developed to assist the invoice review 
process. This procedure \vas developed by a project irnprovemenr team composed 
primarily of DOE ADS inanasers and key invoice review personnel. It is an 
attempt to capture tttYecrively the best practices that have been emploved by 
various reviewers !or the part three years. 

Ib 



transactions aren't centrally tracked. \Vithout staff follow-up, DOE cannot assure 
costs are not simply moved elsewnere. 

The baseline and IPEx are presentlv disconnected; transition to the new baseiine is 
underway (in advance of DOE approval ofthe baseline). Tracking from one 
baseline to the next will be difficult. Invoice review criteria do not require the 
reviewer to confirm whether work was included in the approved baseline a n d o r  
authorized under the contract. 

Financial staff do not presently review invoices, except on an exception basis. 
These staff are not matrixed to Fernald in the same relationship as other Ohio Field 
Office matrix staE \VhiIe the CO and budget matrixed staff are clearly a pan of 
the Fernald team. there is a distinct lack of communication and information tlow 
from the financial review stair. For example, an audit of three months' invoices 
conducted 3 year ago has still not been shared with Fernald staff. There is the 
potential that considerable savings could have been achieved over the last year if 
stat'f had more immediate access to the audit recommendations. In addition. 
financial review staff access FER!!ICO directly; site personnel do not have 
knowled_pe ahead of time of what reviews are being conducted, with whom and 
for what purpose. 

FERhlCO C.-Lfls recommend purchasing system entries be more timely. 
Presently, rcqutsition data lags entry into purchasing system make IPEx not 
current. C.Ws develop their own individual tracking systems to stay current on 
what requisitions are out, what vouchers are in against them, etc. 

lPEx IS 3 tnosr impressive database. :md provides easv access to data. I t  is user- 
frienulv. .mu both DOE and FER41CO statf access it regularlv 

0 Improve formalitv of operations in invoice review and in managing the 
baseline. As IPEx and the baseline come together, the invoice review 
procedure should ask that DOE reviewers assure work i s  within scope, as 
defined bv baseline. If Fernald finds that invoices precede baseline change 
control, corrective actions should be taken to assure that future work is not 
uuthorized ahead ot: baseline changes. \Vith the new baseline. protocols for 
providing direction to rlie conrr:ictor and tiiwaging change control should 
be respected in order to rnainrain rna!nagttment control 01' the b;iseline. 

0 It is rtcomrnended rhnt ttie Oliio 1-ield Ottice Financial Review starf be 
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matrixea to Fernald in the same manner as other Ohio Field Ofice statfin 
order to improve'their customer focus. These support staff should serve to 
help the line succeed. and the present relationships do not contribute to the 
success of the Fernald project. Within a proper matrix arrangement. the 
activities of the Financial Review team would be coordinated with the 
Fernald Contracting Officer and site Director so that there could be a clear 
understanding of the impact of these activities on project costs. schedules, 
and value added. Audit results should be submitted more promptly to the 
Fernald office. Additionally, these staff would be the appropriate team to 
do routine cross-cutting reviews of vouchers (no one is presently doing 
thesej. .An additional suggestion is that tracking reports, such as the 
employee concerns report discussed with the review team, be regularly 
shared with the Fernaid manager so that he can take management action if 
he sees unacceptable trends developing. 

a Fernald should consider organizing around type of work as opposed to 
geographic area. There are likely to be etficiencies to projectizins all 
surtace remediations, ground water actions, and D&D as separate 'projects' 
to take advantage of common skill mixes, remedies, lessons learned, etc. 
The present organization is convenient for regulatory interactions. but may 
not be the most etXcienr and cost-et€ective for getting the work done. 
(Some team members did not support this recommendation.) 

Fcrnald should consider incentives to subcontractors (Le. FERMCO 
incenrivize Parsons) to develop and carry out project task orders in a more 
cost-etfective and etzcient way. 

E. Award Fee 

The FER4lCO contract is a cost-reimbursable. pertormance-based tee contract. In 
this type 01'3 contract, the contractor is att'orded an opportunity to earn fee based 
on penormance. The overall fee pool is a matter of negotiation between the 
contractor and the government prior to award of the contract for the next year or 
pertormance period. Specific regulatory guidelines govern the amount of fee that 
can be available. Tlie lee pool in any $en period is a Sovernment determination. 

Twentv percent of'the ! re  pool is basic fee. As long as the contractor's overall 
pertormance is sarisractory or tiigtier. basic tee is awarded to the contractor. The 
basic fee is paid rnondilv. One founh ot the basic fee is considered to be at risk; 
that is, ir'tlie contracror's overall perrorm~lice is less ihnn satisfactow, the 
contractor is required to Irpay some ur ;i l l  u t  the ..:it risk" ponion to rlle 
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government. 

The remaining 80 percent of the fee pool is penormance-based fee snd is measured 
in the various areas monitored. If the contractor exceeds satisfactory levels set in 
the fee plan. fee can be earned as predetermined for that work. If work is 
performed in less than a satisfactory manner, the contractor will have 
predetermined deductions in the earned fee. If the overall periormance is rated 
satisfactory, no fee is earned or lost. 

The process used to monitor contractor performance and determine the award fee 
earned by the contractor is based on a six-month cycle. Prior to the Stan of the 
cycle, a performance-based fee determination plan is developed which covers the 
areas that will be evaluated by DOE for determination of the performance-based 
fee. The plan addresses four separate areas of  performance: (1)  Safe Cleanup 
(Environment, Public. and Worker); (2) Least-Cost. Earliest and Final Cleanup; 
(3) Addressing Stakeholder Concerns; and (4) Milestones. In each area of 
pert'ormance. there are a variety of separate factors that are evaluated to make up a 
total determination of earned fee. No factor can be worth more than five percent 
of the available fee pool. The plan is prepared by the DOE employees who will 
evaluate performance and is shared with the contractor prior to finalization. The 
contractor is provided an opportunity to submit items it would like to see in the 
performance plan. If  the site and the contractor cannot agree on the factors to be 
evaluated, 3 process called "irresolution1' can be invoked which escalates the 
discussions u p  the management chain until agreement eventually occurs. The 
government retains the right to make the final determination on the contents of the 
plan. A final plan is issued to the contractor at least 30 days prior to the start of 
the fee period. 

The majorirv (S5 otirccnr 1 ot' the areas of pertbrmance are objective in nature. A 
small percent are subjccuve. Tllese areas ot' subjective pertormance provide an 
opportunity tor DOE to inake evaluations in a judgmental mode. 

During the period, reviews of performance are conducted routinely. Daily 
interaction occurs between DOE and contractor counterparts. Scheduled and 
impromptu meetings are held between the contractor and government personnel 
durin!: each month. The contractor prepares 3 mid-period self assessment and 
provides it  to the government for review and finher discussion. 

At the end ofthe six-month cycle, the contractor provides 3 tinal self-assessment, 
and independent o i  t tint process the government ev;rluators prepare their 
evaluations uiider r x h  separate area [hat is contained in the fee plan. These 
evaluations ilre rolled up under each of the !bur separate areas discussed earlier. 
with plus riuiiibrrs being ;issigned for excellent perlorniance, or minus numbers tor 
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unsatisfactory penormance. to reach a total score for each area. and then a total 
score for the evaluation period. 

Once this process is complete. the evaluators meet with the Area Offce Director 
and the Fee Board to discuss their evaluations. The Fee Board often questions the 
findings until they are satisfied that the result they see matches their assessment of 
the situation. Subjective criteria are oiren adjusted slightly to take into account the 
experiences of senior managers during the fee period. X briefing is then provided 
to the Fee Determining Official (FDO), who is the Manager of  the Ohio Field 
Office. His comments are recorded and then the Fee Manager prepares the FDO 
letter to the contractor. which details the fee earned and lost and summarizes the 
findings for the assessment period. 

The Fee letter to the contractor is coordinated with the Assistant Secretary for 
Environmental Management. X copy is provided to DOE-HQ, who obtains 
comments from a varietv of offces at the headquarters level. M e r  coordination is 
received. the Fee letter I S  issued to the contractor, who then invoices for the fee. 

There have been no previous audits or reviews in the award fee area for this 
contract. The original contract was modified in July 1994 to a pertbnnance- based 
fee, utilizing the work of the DOE Contract Reform Committee. The 
changes/modifications made to the contract were based on those recommended in 
the Reform Committee's reports. 

Observatiom 

Part I of the Pertormance Based Fee Determination Plan needs to be updated. 
Much of the information contained in Part I is background and history of how the 
plan evolved. I t  would be inore et'fective i f  this tvpe of information is removed, 
and onlv ticts about Iiow [lie plan works Id t  in. 

The Pertormance B;ls~.Ci Fee Determination Plan needs to be otficiallv distributed 
to the local DOE start: 

There is clearly strong leadership involvement at this sire in the performance based 
fee process. Tile Ares Ofice Director and Deputy Director are personally 
involved in determining t tie specitic ;ireas ot' prrrormance. They attend iiirrtings 
md provide opinions O I I  a regular basis. Tliev Iiive obvious ownership ot'the 
overall evnluatiuii ot' ttir site contractor. Tliis iiivolveiiient ;issurrs [l int DOE is 
evaluatinS [lie right things iiird getting the best use oftaxpayer dollars used IO 
incentitize [lie cuiiirnitor's pertimmiicr. 
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The method used for assessment of contractor performance is fleable and 
effective. The plan changes every six months and is alwavs current as IO the 
desired outcome as a resuit of those changes. DOE can focus the contractor‘s 
attention etfectivelv. The use of negative and positive incentives puts the 
contractor at financial risk and gains the attention of management in the 
contractor’s organization. assuring a good product for DOE. 

The areas of pertormance are defined in strons, clear, and objective t e n s .  The 
site personnel involved in authoring the Performance Objective Criteria (POCs) 
have done an outstanding job of grasping the desired outcome of the contract and 
putting those desires into effective language. The criteria are easy to understand, 
and have evolved over several evaluation periods into clear and concise factors 
that measure the work. 

The site should maintain its excellent use of continuous improvement in the area 
of fee evaluation. The performance plans continue to evolve and improve. This 
learning should continue. It should also be shared with other DOE components so 
they can make use of Fernald’s lessons learned in performance based fee. 

The FERMCO mid-term self assessment should be deleted. It does not appear to 
be necessary or for that matter utilized by DOE. The expense of its creation would 
be a cost savings for the site. 

The Area Oflice Director should integrate a written monthly pertormance-based 
fee progress review with the monthly project review. This action will serve to 
reinforce the Depanment’s goals at an already scheduled meeting held to assure 
progress ofthe work. This will eliminate anv potential surprises and keep [he 
contractor focused. 

There has been limited success at implemenring the Incentive Share Proposal (ISP) 
ponion of the conirxt due to difficulty in identifiing suitable projects. The team 
suggests that the Area OtEce Director set a goal ofdriviny at least two lSPs per 
period to completion. 

0U-l consisrs of‘tbur silos ilnd their contents, a radon treatment svsrein, ;L decant 
sump tank arid its ~‘oritents. an earthen berm surrounding Silos I and 2, and sods 
beneath iIiId ~iiiined~:r~e:I~ surrounding the Lour silos. Silos I ,  1, and 3 contain a 
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signiilcant concentration o i  radioactive material. The Silo 3 matenals are lower in 
radioactivitv tnm the matenal in siios 1 and 2. but due to the nature of the 
Silo 3 materiais. there is concern that radioactive dust panicles would be released 
into the environment if the silo structure collapsed. Silo 4 was never used for 
material storage and remains empty. It is not considered to be a current or 
potential threat to the environment. 

A RemediaVInvestigation/feasibility Study for OU4 as required by the 
Comprehensive Environmental Response, Compensation. and Liability Act 
(CERCLX) was conducted between 1991 and 1993 to determine whether remedial 
action was warranted and to S U ~ ~ O K  the selection of the most appropriate remedial 
action alternative. As indicated in the December 1994 Record of Decision signed 
by DOE and the Environmental Protection Agency, the selected remedial action 
for the contents of the silos involves (1 )  removing the contents from the silos, (2) 
vitrifying (enc3psulating the contents in glass "gems"), and (3) disposing the 
vitrified contents at a licensed facility otFsite. The remedial action selected for the 
silo structures. contaminated soils. and other contaminated materials involves ( 1) 
demolition. ( 2 )  removal. and (3) disposal in a contained and controlled disposal 
area onsite. 

There has been verbal interest from some members of the medical community in 
obtaining a portion of the contents of the silos for medical research purposes. 
There are several unresolved issues related to processing, transferring, and 
transporting and disposing these materials. 

Approximatelv 75 percent of the costs associated with OU4 involves the design 
and construcrion of a vitrification plant which will encapsulate the contents of the 
silos in glass. This is currently planned to be accomplished in two major phases. 
The first phase involves a pilot plant (the Vitrification Pilot Plant) and the second 
phase involves ;I fu11-sc;lle plant. The pilot plant is approximatelv I7 months 
behind schedule. The pilot plant is now scheduled to begin operations on 
April 25, 1996. The cost for the pilot plant has grown since the Title 1 estimate 
was performed in 1993 (S1- l  million). The Title I cost estimate did not include the 
operations and maintenance cost and other support cost associated with the 
Vitrification Pilot Plant ( V P P ) .  The Estimate to Complete (ETC) for the W P ,  
currently is at 542.5 million which includes the historical cost associated with the 
RI/FS and [lie r'uturr operations 3nd maintenance costs. The cost growth ofrhe 
VPP is niainlv due to the under-estimation ofthe operational down time and the 
excessive m o u n t  ot' the ticid 2nd design changes due to retrofitting of the balance 
ot'thr plm rhtt cost I'or rhe lirll-scale planr is currenlly estimated nt 
$200 tiiillioii 
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Because of the cost increases and schedule delays. the DOE ofice at Fernald 
conducted a detailed investigation into the pilot plant. The review was conducted 
by DOE and outside technical expens and a repon. the OU4 Investigation Report 
was completed in December 1995. In addition to cost and schedule issues. the 
study also included a technical review of reliability, availability, and 
maintainability. 

A separate Value Engineering (E) study of the OU4 remediation project was 
completed in January 1996. VE studies are comprised of technical expens with no 
notable involvement with the project or process. VE teams examine alternative 
approaches that hl ly  meet necessary requirements at a lower cost or with an 
increase in long-term value. The Fernald V€ study, Remedial Actions at Operable 
Utit  Four, identified several alternatives (listed below), if adopted, could reduce 
the OU4 remediation cost. 

1 .  Optimize the Vitrification Pilot Plant to make i t  practical to transition it for 
use as the production plant. 

2. Institute solidification and stabilization methods for the materials in 
Silo 3 .  

3 .  Ship materials to the Nevada Test Site by rail and transfer to trucks in 
Nevada for the final leg. 

OU4 Investi~ation Repon had 20 recommendations. These recommendations are 
in the areas of project control; cost schedule; Reliability, Accessibility, and 
Xlainta~n;loiIitv ( RX!!l) analvsis; and stan-up testing. .A recommendation of 
perrormins the RLfl analysis was implemented immediatelv after the investigation. 
The LU1 analysis identitied approximately 70 observations. FERhlCO addressed 
and responded to most ofthe observations and is currently addressing the 
remaining fcw items. DOE-FN will follow up on the resolution of the remaining 
items and the corrective actions. Other recommendations from the OU4 
Investisation Rcp01-1 are either being implemented or currently being evaluated. 

FERhlCO is also currently evaluating the recommendations from the OU4 Value 
Engineering Study which may offer the potentisl opponunities 10 improve the 
current project schedule and the costs. 

Tlie current structure ul' the cost arid sclirdule perrormnnce inforiliation relating to 
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OU4 does not allow periorrnance information to be easily tracked at levels below 
the operable unit as a whole. Althoush the information gained from the design and 
operation of the pilot plant is critical to the success of the vitrification process and 
to the remediation of the entire operable unit. pilot plant cost and schedule 
performance is not readilv visible. .is a result. cost and schedule growth is not 
immediately evident and could lead to delayed discovery ofthe growrh ana its 
adverse impacts on related projects. 

There is no direct schedule relationship between the pilot plant and the full-scale 
plant. Although the pilot plant schedule has been extended, the schedule for the 
full-scale plant has remained fixed. If the schedule is not adjusted. the pilot plant 
lessons cannot be incorporated fully into the design of the full-scale plant, 
potentially leading to costly design and construction changes. 

The design and construction of the pilot plant and the design ofthe full-scale plant 
and analvsis are not hllv integrated. This could result in missed opponunities to 
take advantase of information obtained during the construction and operation of 
the pilot plant. This also appears IO have led to the perception that the design of 
the full-scale plant is proceeding independently of the design and construction of 
the pilot plant. adversely affecting worker morale. 

ces-ldentlfied 

The previous DOE investigation into the cost and schedule growth of the pilot 
plant represented a visorous effort to identitjl the cause of the problems and 
identifjl corrective actions. Moreover, weaknesses identified, if effectively 
resolved, will lead to a stronger program for the operable unit as a whole. Lessons 
learned could be expanded in other areas, strenghening the entire Fernald 
program. The srudv \v;\s conducted by technical and progammatic expens. 
leading to substnntivc recommendations for iniprovernent in both areas. 

The DOE value engineering srudv, ivhich was conducted by expens from industry 
and government, resulted in analyses of alternatives which could reduce the Costs 
of OUJ. The porentiA savings underscores the iinponance of value engineering 
and its potential benetit to other DOE projects. 

The FERhlCO cost aiid sctiedulr control system sliould be adjusted [o tcilitate 
tracking the pcrforrn:tnw of subprolccts. such :\s the plor plant. This would enable 
DOE and FERhlCO ro illrnriCv IJroblenis ;iiid rake currecrive acrion in il timely 
manner. 
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DOE should direct FERiilCO not to proceed with the design o i the  rlll-scale pilot 
plant until operations o i the  pilot plant have been observed surlicientlv SO that 
lessons learned can be incorporated into the full-scale design. This will preclude 
costlv design changes and help ensure the success of the OU4 vitrification process. 

FERhlCO should ensure that members ofthe pilot plant team have substantive 
input into the full-scaie desisn. This will help ensure that pilot plant design and 
construction experience is incorporated into the full-scale etlbn. 

FERMCO should routinely communicate the goals. objectives, and status of the 
full-scale design etfon and value engineering studies to the pilot plant staff. This 
Will help alleviate concerns pilot plant staffmay have relative to h t u r e  plans for 
OU4 and their role in it. 

DOE should conduct a formal detailed review ofFERMC0 responses to the OU4 
Investigation Repon and Value Engineering recommendations. The review team 
should be comprised 01' DOE and outside technical s t a d  havins experience with 
vitrification plants such 3s those at Savannah River, West Valley, and Idaho. The 
review will help ensure that the recommendations and alternatives are thoroughly 
evaluated. 

DOE (Ohio) should advise medical researchers to formalize their request for the 
silo materials and submit i t  to DOE Headquarters. 

The Cost Audit of OU4 recommended in the OU4 Investigation Repon should be 
conducted expeditious& This will identie any problems in the cost accounting 
area requiring corrective action. 
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F E R S A L D  SPECLAL P R O J E C T  TEA31 
TEA31 ROSTER 

Robert Baker 
Waste Area Group Manager 
Environmental Rest or at i o n Division 
U.S. Department of Enemy 
Savannah River Operations Office 
P.O. Box A 
Aiken, SC 29802 

(503) 725-3616 fax 
(803) 725-1 432 

David Bourne 
Cost Estimator - Technical Services Tcam 
Environmental Restoration Division 
U.S. Department of Energy 
Albuquerque Operations Oflice 
P.O. Box 5400 
Albuquerque. 'NM 57155-5400 
(505) 835-4032 
(505) 8454239 fax 

Peter J .  Dirkmaat 
Program Manager - EIS Project Office 
U.S. Dspanment of E n e r y  
Idaho Operations Ottice 
350 Energy Drive 
Idaho Falls. ID 8340 1 - 1563 
(208)  526-1439 
(208) 526-0 160 thx 

Rowland E. Felt 
Nuclear hlaterials Specialis[ 
U.S. Dspanrnent of Energy 
Idaho Operations O1Kce 
Y50 Energy Drive 
Idaho FJIIs, ID 8340 I - I 503 
30 I ) ~)03-0414 ((3 J 10 

(708)  5'6-d24 I r t i a  In 

James J.  Fiore 
Director. Ofice of Eastern Area Programs 
U.S. Depanment of Energy, EM-42EORS 
1000 Independence Avenue S W 
Washington, DC 20585 

(301) 903)-2385 fax 
(301) 903-2328 

Robert D. Folker 
Deputv hlanager 
U.S. Department of E n e r ~ v  
Ohio Field Office 
P.O. Box 3020 
Miamisburg, OH 45343-3020 

(513)  865-3426 fax 
(513) 865-5133 

William Harrison 
EH-HQ Site Representative 
U.S. Department o f E n e r g  
Fernald Area Office 
7400 Willev Road 
Fernald. 014 45030 
( 5 1 3 )  048-3044 

Thomas F. Heenan 
Assistant Ylanager 
Environmental Restoration and Solid Waste 
U.S. Dspanmenr of Energy 
Savannah River Operarions Office 
P.O. Box .A 
Aken. SC 23802 

(803) 725-3016 t ' x  
(803) 725-SO7-I 
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Linda K. AlcClain 
.Assistant hlanager for 

U.S. Depanment oiEncrgy 
Richland Operations Oflice 
P.O. Box 550 
Richland, WA 99352 

Environmental Restoration 

(509) 376-6628 
(509) 376-4360 

Bryce L. Rich 
Radiation Safety Consultant 
SCIENTECH, Inc. 
492 S. Park Avenue 
Shellev, ID 
(208) 357-7545 
(208) 357-2417 fax 

Richard F. Sena 
Director, Environmental Restoration 
Division 
U.S. Department of Energy 
Albuquerque Operations Ofice 
P.O. Box 5400 
Albuquerque, NM 57 185-5-400 
(505) 845-6307 
(505) 845-4239 fax 

.4an Stokes 
Program Analyst 
U.S. Department ot'Energy 
Oak Ridge Operations OtXce 
P.O. Box 2001 
,Oak Ridge, TN 3783 1 
(423) 576-8096 
(423) 576-5401 thx 



DEP.\ItThlEXT OF ENERGY 
ItESPOSSE TO ENQUIRER ALLEGATIONS 

February 1 l-hlarch 4, 1996 

Provided below is a compilation ofthe allegarions published in the Cincinnati Enquirer from 
February 1 1,  1996 through h,!arcn 4. 1996. and the Fernald Environmental hlanagement 
Program's f FEMP) response. 

FALSE REPORTING 

Allecarion: "Internal FER!ICO documents show the company's senior management officials 
knew about the financial and reponing problems. but did little or nothins to stop them." 

w s / R e s D o  me: S o  spccific documentation has been identified by DOE review teams to 
support this claim. 

, 4 l l e c m :  "FERMCO gave fake pertbrmance reports to the Energy Department to cover up 
cost and schedule overruns. maintaininy the company's eligibility for millions in performance fees. 
The Energy Department has paid FERMCO $32.9  million on claims the company has submitted 
saving it met pertbrmance goals." 

Wss/ResD . onse: This allegation does not have merit since only one to two percent of the 
total award fee for any period had r? specific relationship to overall cost and schedule 
performance. To dare, rio award fee has been yiven to FERMCO for cost and schedule 
performance. 

Allegrion: Based on an Ai)riI b. l!%l, FERlClCO rneinorandum by Rlr. Den Herder. f71e 
/3iqit/rcr alleged that the contrncror I S  purposelv rnisreponing performance to DOE. 
"Jack Craig, \r-ho oversees the Fcrnald cleanup for the Energy Depanment. said he had not seen 
the Den Herder memo uniil UIL, / . . . t t q / / / r L * r  told liiiii about i t .  ' I  can tell you I \viis extremely 
bothered by it and 1 rut-ncd i t  u\ cr IC)  i Iiiglier Energy Depanmttnr oilicials) and discussed it  with 
the Inspector General here 31 I-crnnld." 3lr. Craig said in a December 2s interview. 'I certainly 
never authorized rhein to do rliat .  aiid 1 cnn tell you no one i n  the Department of Energy ever did 
Etit her. "' 

. 
ms!Response:  The subirct menio \vas reviewed by the Ohio Field O!Xce statfwith the 
author iPllr. Den Herderr slibnly iitier i t  \V;IS issued. .\lthoutJi nor clearly written, the 
intent of'tlie iiiemo \\.:is i i o i  io \v:isre st:itfriiiir uii iliings tlinr would be self-correcting and 
did not h:ivr ;I si:iiitiL*:iiit 1iiip;ict on st;iriis reporting. rliis iiiient \V;IS contirnicd in the 
FERhlC'O I'ropxi C ' t ) l i t r o l  Procedures. \ \  hicli rqtllw ;I v;muice unalvsis tbr pcrtormance 
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Department of Energy 
Response to L~IL/IIUYJ* .-UIe=. (fitions 

that has been o\wstnrcd and provides a process for aaiusting periormance when needed. 
This is a valid interpretxion oirhc DOE rcquiremenrs.'however. i t  is not one generally 
used by other sites. This practice is under review. 

m: "The program modification prevented employees from lowering the amount of 
completed work the company had claimed and prevented reports from showing that any job had 
exceeded its budget, according to FERIICO sources." 

Status/Resoonsc: There are several versions of FEEUlCO's Bridge Software. The DOE 
staff tested borh the current FERhlCO Bridge Software and the September 1994 version. 
The testing did not support rhc ;iilesatlon. Both ofthese versions correctlv reported the 
percent of completion [ o r  pcrtormnnce. However. DOE evaluation of the April 1994 
bridse program s1ioLLt.d that this version was modified to 
completion totals down to LOO percent totals. The bridse software should not make any 
adjustments of the percentage completion totals. Therefore, unless FERMCO s t a g  
detected the alterarion and correcred it. the related performance report may have been 
misstated. However. this alone does not necessarily show a favorable impact to 
FERMCO. \\'e could not evaluate another version of the  April 1994 Bridge Software due 
to various technical problems 

greater than 100 

.L\llerzarlon: "From August 1994 through August 1995, FERjlCO otzcials purposely deceived the 
Energy Department by issuing reports that did not include numerous problems the company was 
experiencing in building a pilot plnnt. 'The pilot plant is for resting a waste-disposal process called 
vitrification, that would enc:ipsulnte ccnain nuclear \vi\stes into glass-like pellets. 
Jlr ,  Grumbly of the Energy Dcpui-tmcnt told UIL> f:ircp//w last v e x  that FERh4CO management 
and engineers submitted false ~ ~ c ~ ~ o n ' s  saying rhev were on schedule with the pilot project. \vhde 
hiding from the government iiiiiiierous design and construction problems that ultitnarely delayed 
the work." 

s/Rpspmse: f / w  / i ~ i i / u / / w  states (not quotes) that Mr.  Grumbly said that FERMCO 
submitted false repons. Ouotes ot'hlr. GI-umblv, however, in a November 28. 1995, 
Enquirer article indicate t l i x  hc s;\d FERhlCO "continued to be optimistic" nnd "the 
situatton was allowed IO Ibster t i r  too lung before DOE \vas advised." In addition, funher 
investigation reveals thnr  the rrlleqation of deliberate deception cannot be supported. Until 
September 1995, 1-ERIlCO's Iepons and schedule indicated a minor delav in the stan-up 
of the vitriticiition ploi 1 k i i i t  rlie W E - F N  becmne :i\v;ire ot'the signilicmt schedule 
delav ol'the vitriticxioii pilei p lmt  p q e c t  in July 1 9 9 5  Tlir iiiajor sciirdulr: delrlv was 
associated wi1Ii tile i)\ ci.wiiii;iled q ) w i t i n g  elticit.iicv ot' [lie systems 
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in the original schedule .-\nother r'actor causing schedule delav was unexpected number of 
fieid changes and subsequent delavs in the Construction Acceptance Test and the System 
Operability Test. 

WORK AUTHORIZATION 

m: "The repons reveal that FERMCO has set up 236 control accounts and charge 
numbers with no budgets or full authorization from the Energy Depanment." 

onse; Review of the December 1995 data found that there were 45 control 
accounts that had costs. but no budget. This was primarily due to openinp new control 
accounts for the new tcn-!'car baseline before the change from [he twentv-five year 
baseline had been Iormnlly submitted and approved bv DOE. In January, FERMCO 
received an tiscal yenr IO96 conditional authorization of work by the DOE Area Office 
Director. FERhlCO liiis subsequently redistributed budget to those control accounts that 
previously had no budget. 

Alkguza: "The government has paid bills on the unauthorized accounts ranging from a few cents 
to more than S1.7 million. The unauthorized charges were made from December 1992 to 
present." 

Status/ResDonse: \\'lint appears to be unauthorized work. either has been or will be 
formally authorized. Esamples 01' this are: payments of invoices that are received after a 
control account is closed; correction during closeout of canceled projects or completed 
control accounts ami optning nc\v control xcoiints during transition on an existins 
baseline to a new one \viiliout I'orinal approval IO open the new accounts tiom DOE. 

lkg:i t ion: "For example. FERklCO j e t  u p  a control iiccoun[ and charge number with no budget 
iind as or' December 1997 Ii;id L i d  i t  to charge the governnieiit S;SS,jGO.'S for 'non-technical 
engineering S U ~ ~ O K . '  According 1 0  FERhlCO repons, the company expects to charge the 
government 52.34 1,662.2s on [l int acc'oui~t before the project is completed." 

w e s o o n s r  'rht txiniple Si\.cn is i i i  no \\'it!, evidence ofan arteinpt to deceive. I t  is 
a case where funds for :I control account existed but were not transferred prior to the start 
of work. In this c x x .  tiiiids t'or :WE technical support \\.err to be transferred from two 
control accounts ICCA and I DCX I O  be colnbitied into ;I iiew control account with a 
single charge code UI' ICI IC I rile h r g e  code \$';is jet t ip  in uiticipxion ofthe Budget 
transtkr (wliiclr did not occur i i i i t i l  J;iiiuaiv), iind costs \vert! charged to i t  without budget 
tbr the tirsr rlirect t i 1 ( ) I 1 i I I s :  I I:ijcd o i l  [lie J.intian, iiiteriin ;iiitiioriz:itiun letter tiom the 
DOE-1-N Ai ct;i c )t l i ic Dii-citor. btidgct I\ .i3 pi-oviilcd I ( ' I  IC' 

I 



m: "The repons also show that. in some cases. FERhICO has charged the Sovernment - 
and was paid - hundreds of thousands of dollars through a control account and charge number 
with no authorized budcet - and that  the companv plans to charge hundreds of thousands more." 

Sratus/ResDonse. . During the current rebaselining, there were control accounts that were 
opened prior to approval b s  the Depanment of Ene rg .  These accounts were authorized 
in January by the interim approval of the fiscal year 1996 plan. 

-: "The accounts and charge numbers are used to bill the government on a revolving 
basis for onsoins work. The Energy Department's Biiclqer E.recttrion ilfcmiral and FERMCO 
records. reviewed bv The k3iqu/ri~r.  tictail precisely how Sovernment authorization must be 
obtained before a control account 2nd charge number can be opened and used and how a 
cornpanv must use an account once 11 is authorized. The rules prohibit several types offinancial 
practices being used by FERhqCO otlicials." 

- / R e m :  The Budget Execution Manual deals with fimding authorization and 
allocation. not project perrbrinance baseline maintenance as stated in the allegation. 

The original FERhKO baseiine was extensively reviewed bv the DOE and approved in 
February 1994 by the DOE ;\ssistant Srcrerary for EnLvonmental Management. This 
constitutes work authorization tbr approved work scope at the control account level. 
Additionally, DOE annuallv reviews the contractor's plans to ensure that the baseline is in 
alignment with chanses to site priorities and available hnding is sufficient for identified 
scope for the tiscal year. 

m: "For example. one cli:ucc niiinber wi th  n budset or  S29.25  was used to cliarge the 
Sovernment 575,052.4 I 
budgeted at 59 cents. yet comp:inv rccords show rhe government paid 513 .2  15.64." 

I n  aiiott1cr i:ije. ;in ;iccount for 'boiler relocation construction' was 

w w  . s : ' The allc.g:irion rtttkrs to data from November 1995 for the Plant 8 Sump 
vnd the g s  boiler relocation projcct and is based on a lack of understanding of how and 
why accounts are esr;iblihd 
5225,447 with SI 14.0 14 iii ;ictu;ils I'lie $39 tor  budget tvirli 575,058 in actuals is at the 
charge number level. Once :isam, ;in ilccounting error relating to incorporation ot'a 
change proposal cmcclinc I he project \viis responsible. Tracking baseline clianges at the 
charge number level would be ciiinlwrsoiiie. I fowevttr. changes to control ilCCOtIIIL 

information resulting lioiii .ipprovt'd chance proposals ;ire tr:ickable bv DOE. \Vith the 
iiew rebnselirir C ' t i a i i q  I'i.opos;it. DOE ivill iiijlltLlle ;i c)iie-iiiiie rrconcili;ltic)n, dong with 
on-soing jtilvrill:1iicr 01. I ) . \ ~ c I I I ~ c  iiiirgrirv 

rlir l'lnnr 8 Sump project L-orrr td  tiL*coiitiI budget was 
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For the gas boiler rhcre ::.ere nvo control accounts established; one tor engineerins and 
one for construcrion. Tie projecr was canceled before it went into the construction phase. 
X portion of tlic engineering costs was incorrectly charged to the construction control 
account. As a result oitlie project being canceled the unused budget was made available 
for other DOE activities In moving this budget, FER\ICO tried to reduce the 
construction budget IO zero but inadvertently left 59 cents in the account. The S X . 3  15.64 
engineering cost thar find been incorrectly charged to construction also did not get 
correctly charged back to engineering, even though there had originallv been approved 
budget for these costs. This was due to an accounting error. 

PLANT 7 DISRIANTLIXG 

.A I I e(- : FERMCO dclibcrxcly concealed from DOE a dismantling contract bid ofS1.S 
inillion dollars versus S 5 . S  iniiiion dollars estimate in order to support a higher estimate for the ' 

total effon. 

.L\llecatlon: FERhlCO records obtained by 71tc L~tqu/tvr show company otlicials in 1993 
submitted inflated cost estinmcs I O  the Energy Deoartment for the demolition and dismantling of 
Plant 7 ,  a contaminated building ;11 Fernald. FEFUlCO and government records reveal the 
company supplied the Energy Department with written estimates in 1993 that showed the 
subcontracting costs for dismantling and demolishing Plant 7 would be about $ 5 . 5  million. When 
FERhlCO received a signed conrract from a subcontractor on August 23, 1993, showing the 
work would be done for !3 1 . S  inillion, company orficials purposely did not notify the Energy 
Depanment about the lower cosr." 

L. 

w / R c s ? o n s e .  Oiigwig  rc.vic\v.is beiuu - conducted IO determine if [he specific timing of 
[lie change propos;il t h t  inudilied the baseline budger bv incorporating the  value of the 
actual contracts ~vould  h:ive resulted in  necxive cost pertormance that would have 
exceeded the performnnce objective threshold resulting in a loss of fee. 

ponsr: Tliere \viis no concenlment. DOE \vas aware of the lower bids and the 
allegation is untnie. T!ir baseline estimate for Plant 7 was $ 5 . 5  inillion dollars. FERMCO 
received 9 bids tiom [tie I'tiblic ilpeiiinij rancine - -  from 5 I . S  10 $5.2  inillion dollars on 
August 25, 19'93. I'ER.\ICO recommended the 5 1 .Y inillion dollars IO DOE on September 
20, 1993. Tlie baseline 01' 5 5 . 5  \vas. subn~irred to DOE 011 St.preiiibrr 30, 1093. At  this 
time, rile S 1 . S  iiiillioii i1.d 1101 be q,l)rovrd by DOE. DOE approv;il W;IS received bv 
FERhlC.0 011 Ni)vcilibci. 2.  l ' ) 0 3  '[*lie subcJn[rncr \\';IS ;l\vi\rdttd on November 12. 1993. 



baseline should have been kijusred by a change proposal in late 1993 or earlv 1994. based 
on FERhfCO operatiris procedures. This procedure requires a change proposal to adjust 
the estimate ro tlic actual negoriated value. The chanse proposal to ad-iust the baseline 
from S 5 . 5  to S 1 . S  million \vas submitted in April 1995 and the adjustment was made in 
iMay, 1995. 

..3llerzatlon: FERhlCO tried to obtain an additional performance fee for the Plant 7 effort. 

nse The allegation is not true. A check of the performance-based fee plan 
for the time period involved. revealed that FERMCO could have potentially earned fee for 
the cost variance gcner:itcd o n  the Plnnt 7 DgLD demolition subcontract. This 
pertormance iee cr i tcm \\:is bnsed srrictlv on schedule and cost variance. The team 
recommended additioniil testing to determine if the chanse proposal would produce a 
negative cost pert'ormance iwiancc. which would result in a penalty of an estimated 
S 13 5,000 

TRAVEL 

i\llerratlon: "During the past three yttsrs the U.S. Depanment ofEnergy has paid more than $15 
million in unsubstantiated travel expenses to the companies cleaning up Fernald. 771e Eiqwrer has 
learned. I' 

-: 5 I 5  million \viis the approximate total travel claimed by FERMCO from 
tiscal year 1993 [IiroLigIi to t iscal year 1995. Both the tiscal vear 1993 and fiscal vex 
1994 travel costs Ii;i\.e been ;\uditccl bv the IC. Ofthe total travel in those two tiscal vears 
(approximnrelv 5 I U ~iiilliwi t .  rlic 1G qties[ioned SI .6 million. fhe innjoritv of the 
questioned cosls in this c;ist' \I. ere associated with relocation costs. not routine business 
travel. Therefore, based on [he IC audits. 58.4 million ot'the travel costs have been 
substantiated to date. F E R 1  IC0  has alresdv reimbursed DOE for rtpproximatelv 
5500,000 o t  the 11~1estloiied costs described above. DOE is currentlv tvorkiny with 
FERhlCO ofi [he rciiiaitriiig S700,UOU contained in the tiscal year 1993 i d i t  and will 
begin working wi i l i  I-ERAIC'O oii the S400.000 iriiticip;lted to be in rhe fiscal vrsr 1994 
audit when it is publislicd. 

0 
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the beginning or'the contract \\hen FERhlCO was paving per diem for travel 'to each 
location and did not require receipts for lodging or meals. In 1993. DOE requested that 
FERhlCO change their poiicy so that trsveling employees would be reimbursed at cost 
(with a ceiling of the per diem aniount t .  BV April 1994. FERMCO's policv was revised 
and implemented to require receipts for their hotel accommodations and miscellaneous 
expenses over 515  which is consistent with the Federal Travel Regulations. 

.Allen3llpn: "Because of the overcharge tindings and budget constraints. the government has 
ordered Fluor DanieEERhlCO to cut its 1996 travel charges by 25 percent ofwhat it billed the 
government in 1995." 

ms/ Rem0 nse: There IS no connection between the audit findings and the cut in the 
rravel budget. \\'bile FERJlCO took a 15 percent cut in fiscal vear 1996, [tiat was 
motivated entirely by the ausrere fiscal vear 1996 Federal budget. .AI1 Ohio contracts were 
given the same budget restriction. 

SAFETY & HEALTH 
Part I - Februilq It. 1996 

Al)elzatron: "\Vhile U.S. Depanment of Energy otiicials say they are working to improve safety at 
the sire. federal reports and other documents obtained by The Eirqiiirc'r reveal a pattern of life- 
threatening mistakes by the companv hired to clean up the former uranium processing plant." 

-: ,411 of the safety statistics and records of employee safety concerns or 
complaints indicate there is an etFective snt'ety program at the Fernald site which actively 
identities potential Iinzni.cis :ind rakes proper correcti\.e Actions 10 address rliese issues. 
The most ert'ecti\*e coii ipoiient tor this proccss is tlie jite \vork force itself: which has 
demonstrated signiticaiit success iri identitling potenual saf'ets hazards. Tliese employee 
safety initiatives include the S;il'ety First work groups, [he 25 member Safetv Committee, 
the Facility Safety Assessment I'rogrm, and tlie Enhanced \Vork Planning Program. The 
major tenet of each of these programs is to involve employees in planniny of work 10 

ensure that safety and Iiealth concerns iire ddressed. Our documented safety record is 
jigniticantly better than i ia~ ioni i l  illdusty standards tor similar t'ncilities. 

w. "Ilissing or misplriced mirniners of urnniuin." 

. .  .:. , 5 1' , ; .. , 
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acid gas. Tlie most recent occurred Llav 16. 1995. when a worker discovered canisters of 
hvdrofuoric gts in a trash area near Building 7 1 .  FERMCO otticials said they did not know how 
the containers got there." 

m: "Other incidents include a inissins container of 167 pounds of slightlv enriched 
uraruum. Workers discovered the uranium missing on September 30. 1994. The container was 
found two months later in another building." 

Status/ResDonse: The Department regards very seriously the management of nuclear 
material at the Fernald Site. The incident identified in the anicle was correct; 167 pounds 
of uranium material in one drum was tnisplaced and later found. The current total 
inventory of uranium riiaterial at the site is approximately 40.000,OOO pounds. Because of 
security programs and derailed record keepins, it was known that the material was not 
removed from the site. The dniin was discovered during a routine surveillance. 

The hydrofluoric acid gas canisters found were pan of the "legacy' trash" and were found 
during sorting and recycling operations. Tlie cylinders were still labeled but were empty 
and had been placed in ii s a t e  contiyration by removing the valve stems. The cylinders 
were treated as if they conlained Iiydrofuoric acid until it was shown that they were 
empty. The cylinders were tesred for residual hydrofluoric acid and none was found. The 
handling of the suspect cylinders was in accordance with all safety requirements and 
demonstrated an et'fective and proactive safety program. 

m: ''.A six-month f h p / r c r  investigation into Fernald has revealed more than 1,000 
serious safety-related problcuis since J:inuarv I. 1993 when FERMCO began work at the site. 
'These I ~ h d e : "  

St;Uus/Re- : Tlie Dc:paiiment of Energy requires that FERMCO provide occurrence 
reports. The system is established 10 dlow immediate and unimpeded reponing of any 
issue that could represent n snfetv concern. The levels of classification, staning from the 
least to the greatest concern, ;ire logables. btf-normals. unusual and emergencv events. 
'Tlie ovenvhelrning innjoriry ul'reports for the Fcrnnld Site are logables and o thormal  
reports. There linvr been :ipprosiinntelv 375 occurrence report processing system ( O M S )  
reports beginning tiotii Ja i i i i : i iy  I ,  1 0 9 3 .  unt i l  the present date tor rhe Frrniild site. t'ery 
few of' these occurrence repori s \ w e  serious snfetv-related probltinis. 

S 



any discoverv or sysrein interruption ivliich mnv pose a potential saietv hazard to 
emplovees. 

Our documented satetv record is sigiiicantly better than national indust? standards for 
similar- facilities. 

m: "Seven 'criticality' incidents, ivhere drums of radioactive waste were stored too 
closely together. were caused by 'inanagement problems' or 'personnel error.' Energy Department 
officials say the incidents could have led to explosions of nuclear material." 

. 4 l l e W :  "While acknowledging the impact nnv safety problems can have on a nuclear site, 
Energy Department otticials. iiicliiuing hlr.  Craig, sav incidents of criticality and radiation 
contamination are feared thc iiiost bccnuse ut'the iriirnediare threat to human life." 

w: "Despite being stored in protective containers, some radiation always will escape. If 
too many sources of that radiation are close to each other, a nuclear chain reaction can occur, 
possibly resultins in an explosion according to h4r. Crais and Mr. Stegner. Seven times between 
September 22, 1993 and June I j ,  1395, iiieiiibers of the Energy Department's Nuclear Cnticdity 
Safety Team reported criticality iiicidents at Fernald. The most recent incident occurred when 
approximately 40 55-gallon dniins ivere niovcd to Building 77 and stored in a configuration that 
violated posted safetv rules. ;\nother incident occurred October 7 ,  1994, when FERMCO 
workers placed other drums tilled \\.ith low-level waste between drums containing 
"snriched/restricted" nuclear material. Drunis also were placed too closely to the area's radiation 
detection alarm, rendering i t  iiiopernble. xcording to an  Ener9y Department report. Criticality 
incidents continued to occur dcspltc i.epe:ited warnings and violation notices issued bv the Energy 
Department slier eveiv ~iicidcnt. bcgiiiniiig \vi[li the [irst one 011 Scpieiiibtx 22. 1993." 

Mesne n s I: : I t  is SOT POSSIBLE to create an explosion based upon n nuclear 
criticalitv event with tlic iiiiterial currenrlv stored nt the Fernald Site. The criticality 
safeguards progrnni ;it Fciwid  is established by the Depmment of Energy 10 manage this 
type of material. 

The criticditv s i t k y ~ r d  j prognin ;it Fernald, :is required by DOE Orders. is based upon a 
double contingency principle :tiid &tense in depth. This means that multiple lavers of 
sateguards ;ire in  place jlicIi tliiit curnpromising one ot'the salisuirds \vi11 not result in a 
criticalitv event. rile 1ii:iteri:iI stored ;it Fcrnald is 1ii:inaSed based upon mass. geometry, 
enrichmenr, and rctlector I c j l r i ~ t i ~ I i s .  

. .  1 :. 
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and all were corrected. :In independent assessment of the criticality prosram perrormed 
by DOE in December 1995 conrirmed that all had been corrected and that the criticality 
program is in compliance ivith a11 requirements. Based upon the pertormance of the 
criticality program. FERhlCO was penalized in a reduction of their available fee for this 
period of pertormance. 

AkgiUm: "Almost SO cases of workers being exposed to radiation between January 3, 1993, and 
October 10, 1995. 

"A review ofthe more than I .OOO incidents at Fernnld detailed in Energy Department reports, US 
Environmental Protection Agency investigation records and FERMCO internal documents 
showed 75 contamination incidents Iiave occurred at the site since January 3. 1993." 

"In an October 10. 1995, incident, nn employee of a subcontractor was splashed with radioactive 
"green salt" (uranium tetra-fluoride) after unzipping her protective clothing because she was 
uncomfortable ... the repon as an "acute and excessive" dose of radiation. She was later fired for 
violatins the safety rules. ller medical condition - like that ofevery person who received some 
level of contamination at Fernnld - \vas nor disclosed in the government reports. The government 
does not require such information in the reports. lledical information about employees does not 
have to be disclosed under Freedom ot'hformation Act. and therefore was not available." 

"On March 30, 1993, another worker. despite wearing protective clothing, contaminated his hair 
with radioactive dirt while working under a tank to repair a leak." 

"On several occasions. \vorkers \\.ere containinated because thev were not made to wear 
protective clothing while ivorking k~io\vii r:idioncrive sites. For example, on August 4, 1995. a 
worker who was told to p;iirit.  stepped in soiiie i i c t  paint. The sticky prlint allowed radioactive 
dust to build u p  on the sole ot'his boots lte told Energy Department investigators that FERMCO 
otticials never warned him of'rlic c):irigers. ;iccording to the repons." 

"In another case. on htarcli I ,  1 9 9 3 .  .I subcontractor welding outside ot'Plant 9 had his boots and 
coveralls contaminated. despile \ve;iring prorecrivr cloihing over them, because he was working 
on his hands and knees in contai1iin;ited soil " 

I O  
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-: Tlle Fernaid Sire is radioactively contaminated. FEFWCO ana DOE 
expect to tind contaniination ivithin the controlled areas of'the site and have established 
adequate controis anu training to minimize the probability of'an event occurring and 
creating anv safetv hazards. 

The Fernald Site :\\wages inore tlinn 90.000 entries into controlled areas each month. For 
example, the 69 actual incidents included in the article occurred over the course of 
3,000,000 entries into the controlled area (the 78 incidents included 9 incidents which did 
not include contaminants). The overwhelming majority of the radioactive contamination 
that these workers are exposed to is low level "nuisance" contamination that is pan of the 
legacy contamination rroin the early days of site operations. These contamination events 
have no signiticant dose conscquences. 

Of the several con[miin;ition ri'ents listed in the L/:irqrtircv. article, the October 10, 1995, 
incident is the mosr signiticant The ernplovee described in the anicle was fully trained and 
qualified to perform rlie work authorized by sire procedures. However, during the course 
of her assignment. the eiiiplovee purposefully degraded. not only one, but two levels of 
protective clothin3 by unzipping them wliile she was working. The employee was 
contaminated because ot'dcmonstratcd poor work practices and because she was doing 
unauthorized Lvork. The employee contamination resulted in no appreciable skin 
exposure. This emplovee's medical records. as with all citizens ofthe United States. 
including government contractors, are protected by the Privacy Act. hledical records are 
not releasable without the employee's consent. 

. - \ l l e g ~ :  "Fernald ivorkcrs - iiicluding scvernl tinndling nuclear rnnrerinls - tvere found high on 
cocaine or mnr i j i rmi  ur di-tiiih- o i l  ; iicdid.. bur ];iter :illowcd to rtxurn to' \ vo rk  it'thev promised to 
artend substance abuse classes." 

I\lkcnr: "Energy Depilnmtttlt records reveal another serious and continuing safetv problem: 
Ferndd employees round Iiigli on cocaiiie or inarijuaiia or drunk. wliile working with or around 
nuclear rnarerral. Since Jmuary 1 ,  1993, [liere I i ; w  been 3s docuinented repons of workers 
caught on site inipaired bv ilm%s or nlcoliol Itlvestigntors conducted drug tests to prove their 
cases. 
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W i R  estm r ise. The FER\lCO substancc abuse program requires drue testins pnor to 
pertorming work at the tncilitv. \\'orkers currentlv employed and actively working on the 
site are subject I O  random drug testin: and testing if there is reasonable suspicion of 
substance abuse. The einpioyees identified since January 1993 are the positive result of an 
efective substance abuse program. 

The FERMCO sctbstance nbuse policv refers an emplovee to rehabilitation counseling for a 
first offense. The employee is not permitted to perform work in safety sensitive areas, 
such as nuclear material handling. until the employee successfully completes the 
rehabilitation program. If'hile in the program and after completion the employee is subject 
IO random and frequent dniy'nlcohol testing. The employee is terminated if there is a 
iecond ot'fense. If' an  empioyee IS cmght with an illegal substance in their possession. 
their emplovmenr IS terminated and the person is detained until thev can be turned over to 
law enforcement otficinls. 

The employee identified on June 1. 1995. of a second offense while participating in the 
rehabilitation program \vi\S terminated in accordance with the site's substance abuse policy. 

m: "Intentional snbotnge of electrical circuit breakers that could have resulted in 
explosion or the spread of radiation." 

"FBI agents were called to the sire on December 13 and 16. 1994, when workers found some 
circuit breakers that had been pitrposclv disabled or damaged. The circuit breakers are designed 
to prevent electrical otwloads thnr  could lead to explosions, tires or the spread of radioactive 
c ont ami na t ion. " 

ms/ Reso . o n q  Ditrin~ \I. ii-ing of n circuit breaker p:inel (similar to the one t'ound in 
most homes in the Ci1icinn:itt aren) in ;I trailer. designated as a locker room. electricians 
found that a jumper \{#ire lind become disconnected and some copper screws were over- 
torqued to the point ot'stripping the shank from the hesd. Tlie panel was replaced and six 
days later, one bolt in the p:inel wns fOlJnd to be over-torqued. This bolt was replaced and 
the unit subsequentlv pl:iced in service. A joint statement from the Fernald Atomic Trades 
and Labor Council, rlie h'ERS1CO President, Jnd union otticials condeinning the actions 
was issued. Tlie trailer \viis not in ;i contamination zone and posed no threat of spread of 
rsdioactive mnterinls. This tainpering could have caused an electrical shon if i t  had not 
been discovered belore tlir s\*stem \vas energized. There are. Iiowttver. several inspections 
of svstems bet'orct us t '  Tlie problcin WIS detected during one ot' these inspections. 

7 I-  
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' I  

ascenain the perperrarorc s i  

m: Someone purposeiy hiding surgical gloves filled Ivith radioactive material in a 
personnel radiation monitor where it  endangered other workers. 

.hother suspected case of sabotage occurred August 12. 1994. when someone put surgical 
gloves tilled with radioactive inaterial inside the arm wells of a Personnel Contamination 
Monitor that workers were required to use. The monitor's alarm went off when a man used it. 
The man was not contaminated but a check of the machine found the surgical gloves. 
Investigators never found the culprit.  

w / R e s o o  nsc. Fur  [ l i t  :\ii+st 12. 1994. incident. the personnel contamination monitor 
indicated a "contaiiiin:iicd palin" alarm ana a "contaminated detector" trouble signal. The 
Radiological Conrrol Technician directed the employee to a different Personnel 
Contamination hlonttor at the conrrol point and the employee showed no contamination. 
While trouble shooting [lie contamination detector licht, - an instrument technician iater 
discovered two contaminated surgical gloves in the personnel contamination monitor. 
Any number of'employces could have placed the contaminated gloves in the personnel 
contamination monitor The event was clearly intentional, but after investigation no 
responsible employe \vas identified. This activity did not pose a safety hazard and 
demonstrated the appropriate control was maintained. 

m: Repeated failure uI' radiation alarms - designed to warn workers of possible exposure 
- due to power outages or dead batteries. 

~ / R c s ~ c \ r i ~ ~  l.!x !.idi;irioti dcrcction alnrins are iii place io inoniror the movement of 
low-enriclicd ntic.ic.tr iii:ircri:iI 'These nl:irms are continuallv monitored at the Fernald Site 
;it the Emergcncv t )Ixraitons Ccnter If nnv  of these nlarms are not operatiny properly, a 
notification 01' iiinltuncrton is received n t  [tie Emergency Operations Center. The standard 
site operatins proccclurc 1s; 10 restrict n n v  inovement or handling of the low-enriched 
restricred mnterinls iti [he x e n  tvliere [here is ;i radiation detection alarm malfunction. 
This restricrioii 15 ,innouticed over  the sire loud speaker system when [he restriction is 
placed i n  e~l'rtct. 

These alarm t'nilurcs ;ire siibscquenrly reponed in  [he occurrence repon processing system. 
along wirh the correcii\'c' .icrions rnken to :iddress tlir rndiation derecrion nlarni problem. 
DOE Etspecrs I'ER\IC'O l o  i-c'pon these ciwus in :iccord:incr ivirli DOE Orders. 

._. i .  . , ,. . , .: . 



Wusi Resno nse 
shipped otY-site tor disposai T!iere have been several incidents invoiving radioactive 
material transport to or trom the Fernald Site, Sone o i the  cases involved radiation 
exposures above, or even close to. sire limits for radiation exposure. Yo personnel 
contamination incidents were generated because of the shipments. 

In fiscni ;:c;ir 109s. over 590.000 cubic feet of low-level waste was 

Xlleclat!an: "'B 0th management and line workers come to work daily fearing thev may carried out 
ofhere with radiation poisoning or. ivorse yet. that a catastrophic incident could kill thousands of 
their fellow workers and area residents because of some stupid mistake.' said one FERMCO 
senior management otficial who asked for anonvmity, savins he would be tired if identified." 

".A couple of mv biddies were contnminntcd last year \vhen thev were working on installing some 
new (pumpj  lines because rlicir bosses told them the old lines had been tlushed and they hadn't 
been," one FERhlCO worker slid. also requestins anonvmitv, "Something bad happens here 
pretty regularly." 

Status/ResDO nse: llany \\.orkers at  Fernald inust routinely deal with hazardous materials. 
However, given the nature of these materials, i t  is difficult to conceive of how they could 
generate a catastrophic e i m t  t h a t  could kill thousands. The Fernald safety program is 
designed to deal with the plausible hazards that exist at the site. At the core of Fernalds 
successhl saietv program is n commitment to employee involvement. Both DOE and 
FERhlCO have establislied nn eniplovee saietv complaint and concern reportins system. 
FERhlCO provides continuing training to their employees to encourage the reponing of 
safety complaints or concerns. ;\lso. there is a safety hotline number than can be used by 
employees to report sat'ety concerns. These svstcms ;illow the person raising the safety 
complaint IO remain ;inon!'iiioLis. ;\I1 satery concerns are resolved bv DOE or FERMCO. 
FERhKO is legally iuluired to process the s;i~i!ty complaints r i s ed  by their employees. 
The safety complaints raised in the iirticle do not include enough detail to allow 
appropriate Ibllow tip by either DOE or FERhlCO. . However, if additional details could 
be provided, such ;is the building or structure ilivolved during the pump installation, action 
would be rriken 10 tbIlo\i up [tic safety complainis. 



Depanment of Energt 
Response to Cirp/rc" .4llegations 

m: "Energy Depmmcnt rccords obtained by The Enquirer reveal that most of the safety 
violations and problems that have occurred at Fernald since January I. 1993, have been identified 
by the Government as the fault of FERhlCO management. .According to these 

records, those management problems include failure to adequately train workers. failure to 
properly maintain safety equipment and ignorinz or failing to follow Energy Department rules to 
prevent explosions or radiation contamination. 

wus/Response: The Department of Energy contractually requires FERMCO to identie 
and report all safety related incidents and maintain a level of training for their employees. 
.As an integral pan of' [he satctv prozram. both FERhlCO and DOE perform an analysis of 
incidents. irrespective of' tiow sniall to determine if there is an underlvins cause and or 
identifiable trends. This "root C ~ U S C  nnnlvsis" identifies weaknesses in management 
systems such as training, procedural violations. equipment maintenance, and supervisory 
controls. This permits management to take corrective actions which eliminate or prevent 
the recurrence of safetv related incidents while resulting in continuous program 
improvements. 

r\llegntlon: "The Safety Analysis Gr-oiip operates as a Sroup of independent individuals without 
etyective communication aiiiong t henisclves. other departments or projects, or the external 
environment. Insufficient ef'fon is being extended to seek lessons learned from others, either 
internal or external. There is c? stionage of statf with broad experience in Safety Analysis work. 
The Safety Analysis procedures m y  be inadequate to cover all aspects of their current work, and 
there appears to be a lack of consistent approach to pertormins safety analysis." 

w s / R e s n c  msy. 
were identitied by DOE ;iiid iTR!lCO. DOE directed FERhlCO IO take corrective action 
for this program in 1995 This deficiency resulted in reduction of FERMCO pertomance 
based fee. Corrective Actions have since been taken by FERMCO and DOE verified 
problems were addressed brised lipon December I995 assessment. 

The piubleiiis ~ S S O C ~ ; L ~ L ' ~  with the FERlllCO kit'etv Analvsis Group 

;\I1Pc.trlon: ".hother potentidly Iit'r-tlire~ening situation . 

substandard fasteners and bolts being used 10 hold together tanks containing radioactive material, 
cranes. lifts and other stnictures." 

is rliousands of 'countert'eit' or 
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it  was discovered that suspect or counterfeit bolts had been introduced into the svstem. In 
the past two vears. crc\vs at Fernald have been inspecting the site looking for suspect 
bolts. When bolts are found in load bearing or structural applications. the bolts have been 
replaced. There have been no snfetv events related to counterfeit bolts. or equipment 
failures related to counrerfeit bolts at the Fernald Site. The bolt failure identified in the 
nitric acid tank failed due to corrosion. hlanv of the  suspect bolts were found in pans 
bins, in preassembled \~alves, on access covers, and on rental equipment (i.e., man-lifts. air 
compressors j .  

Part I1 - ;\larch 3-4, 1996 

m: "Oficials of t l ic Ftrnnld Environmental Restoration Management Co. (FERiilCO) 
have known about structural tln\vs since t he building's concrete foundation was poured .in 1994, 
according to hundreds of the company's internal documents and more than 50 FERjlCO 
photographs obtained bv 7 1 ~  L i i q i i i t w . "  

"The vice president of the constnicrion companv that did work at the plant acknowledged that 
areas of the building are unsafe. but said FERhlCO otticials rehsed to allow his firm to repair the 
flaws properly. 'That is because when mistakes were made, FERMCO was in such a damn hurry 
to get this project completed, they wouldn't allow us to fix the problems,' said Dan Lynch. vice 
president of the R.E. Schweitzer Construction Co., the subcontractor that did the concrete and 
welding work on the plant. '\\'e told them things needed to be fixed, but they ignored US.' he said. 
Mr. Lynch said the plant's porous and chipped concrete floor and walls - including the radiation 
shielding walls - should have been patched or resurfaced before FERMCO had them repeatedly 
coated w r h  epoxv " 

"Among !he llaws noted i n  [lie ~ul1ipiili~'s rccords that FERhlCO nianacers and employees say 
still have not been properly rcpxrcd Several Iarse sections of the building's concrete foundation 
and walls - including rndiation-.;liielcliii~ \\ i\llS - \ \  ere built with inadequiite or faulty reinforcing 
bars (called rebars)." 

"Concrete tloors and w a l ~ s  - iriitudirig r~idiation-stiielding wills - ;ire severely chipped. cracked 
and filled with air pockets into \vJiich \viiste could seep. contaminating the entire building and its 
workers. indusrrinl p;iinrers \ \c ' Ie  old to put severnl I w e r s  01'~'poxv on the tloor and walls to 
cover up the ilaws;. rile p;iinici.s m c l  t t i q  \wre rold to 'keep quict' ; i b w i  [t ie problems." 
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"The records also revealed tlint  I'ER\ICO orticials didn't even r n ,  10 fix all the problems that were 
identified by their own quality assurance ensineen. In  manv cases the FERbICO repons noting 
construction [laws directed the subcontractor to leave the work 'as is.' Examples cited in 
FERhlCO's repons. include ignoring smaller-than-required welds and 'corrosion allowances' in a 
thickener tank shell'; failing to ensure that required pressure testing of pipes as a complete system 
be conducted; allowing oversized or undersized walls and doonvavs to remain; allowing structural 
steel to be delivered and erected without the painting of a required protective 'field cost'; and 
letting concrete pourers drop the concrete more than 13 feet into forms. resulting in damaged, 
porous walls." 

. 

"Three Sch\veitzer employees \tho \\,orked on pouring the pilot plant concrete told 7he Etlquirer 
ihat.becmse FER4lCO otlicials \\ere in such a rush to get the pilot plant built. no time was given 
to properly 'iibrate' [lie lvct concrete poured into cennin tloor and wall sections to remove the air 
pockets from it.  The three asked not to be identified in this story to protect their jobs. One senior 
Schweitzer employee who helped pour  the concrete said 'I'm afraid somebody's going to get hurt. 
especidly when [hat radioactive srurf stans spilling onto (tloorsiwalls). The waste will seep into 
the concrete's air pockets and then the whole place will be one contaminated shell.' AI1 three 
Schweitzer employees told U i c .  f i / i q u i w t *  that radiography (X-rays) pictures were taken only of 
sections ofthe tloor and ~ d l s  wilere the concrete was vibrated properly to eliminate air pockets. 
Radiography was not performed on all sections. 'Those good picture are what was shown to the 
(Energy Depanment if they xked to see them, and then put in the tiles,' one worker said. '1 don't 
believe (the Energy Depanment 1 knows [lie extent ofthe problem. Some (concrete) sections are 
OK and were vibrated properly. urhers are not. That's where the problem lies."' 

"The substandard work has been h n e  primarily by einplovees of Schweitzer. according to 
FERJlCO's documenrs. I-lo\ve\w. FERIlC'O innnngement hx.. in mnnv cnses. allowed the 
defects to remain unfixed or ;iccepicd subsiandard rcpairs." 

"The senior FERhlCO m;in;igeiiit'nt source connecred to the pilot plant project said that while 
many structural defects and building problctiis \vert! idenriticd in 199-4 arid 1995 by his company's 
engineers and included in wirtcn reports, 'not all the problem were tnken care ofor  taken care of 
properlv One ot'tlie rensons iliestt problems have occurred is because this company (FERMCO) 
'is in a hurry io get [he p i h  pI;iiit on-line,' [lie source said. T i e  company onlv makes money i f i i  
completes various aspects ot'ihis project in a cennin iilnouIi[ of rime. Ihghr now this 
(vitriticxionj project is \vay  twliind scIicdilIe ;iiid \ i t  I i~ve lost InlIIiorrs ;is a resuh.' FERhlCO has 
'tist-tracked this project and ili:lt tins i i i c in t  over-looking siibsrnndnrd nnd unaccepr:ible work bv 
our subcontr~ctors. oI nccelitiii~ t.:iiilry rqi;iirs r h n t  should li:i\,e resulted in the w o r k  beiiig 
completely redone.' ilic S U L I I L ' ~  s;iid 'Tlw p l m  is tiill of problenis aiid 1'111 scared rl int  wineone is 
Seine i o  ccr Iitii~t." '  

17 
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"Pipiny and other metal Lvork rlirou~liout [tic pilot plant ivcre not p:..?perlv coated before 
installation and are beginning IO rust. \\'orkc.rs attempting to tix the problem during the past two 
months failed to properly seal otfthc area before using a sandblaster and now hundreds of 
thousands of dollars worth of machinery in the pilot plant has been damaged. some irreparably." 

Status/Resoonse: The L i q / / / t w  identified several areas of concern in the March 3rd 
article pertaining to the R.E. Schweitzer Construction Co., the subcontractor that did the 
concrete and welding work on the vitrification pilot plant. The article also stated concerns 
with DOE'S and FERnlCO's overview and management of the construction activities, and 
resolution to documented Corrective Action Repons (CAR) and Non-conformance 
Reports issued bv both FER31CO and Schweitzer Construction Co. 

The Department of Energy has iiiiposed a rigid set of Quality Assurance requirements on 
FERMCO and it's sub-contractors for design and construction activities. These 
requirements include. 

ANSIiASOC E-4  American National Standard, "Specification and 
Guidelines t'or Qu;llitv Systems for Environmental Data Collection and 
Environmental Tcchnology Programs" 

ANSI SOX- I "Qiiality .Assurance for Nuclear Programs" 

DOE Order 5700 OC'. Qualitv Assurance. and 

I O  CTR S;O 120 0 1 i : i l i t v  :\ssurance 

These requii eiiieiitb l)io\ idc :iurtioritv and direction to iriipltrment a formal hlanagement 
system for conirol UI' ;ill \ \ o r k  activities. 

The FERhlCO iiuii;igwieiit system provides procedures and insrructions to implement 
these requirements Orw cs:imple of this procedural control relating to control of 
nonconforminy itt'iiis ;is t'ollows: (stated in the hlnrch 3rd f3iqirrrcr article). 

I S  
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permanent rnodiricntions. 

Since project inception. FER\lCO has written over 86 non-conformance reports for 
Operable Unit 4 activities. Of these. 37 addressed the specific issues identified in the 
Enquirer story. As of hlarch 6. 1996. I2  Discrepancy Repons and 6 Findings remain open 
pending either technical disposirion. or iinplementationiverification of corrective action by 
FERMCO. Ofthe 36 identiried in the Liiqiiitvr story, 24 have been closed (i.e.. 
satisfactorily addressed) by FER3 KO. 

Closure of any FERblCO Deviation Rcpon occurs based on physical verification of the 
approved c0rrectii.e actions bv FERhlCO Qualitv AssuranceiQuality Control, generally by 
the same individual \tho iiiciitiried the original deviation tbu t  at a minimum by a individual 
of equivalent kno\vicdgc I Tlie corrective actions arc provided and/or approved bv the 
responsible design wgnnization to assure that designed safety factors. and Industry and 
Government Codes ;irc ncliieved. 

DOE does monitor this process on a samplins basis and is now in process of assuring that 
the above stated xtions have in fact been achieved. If any design questions are not 
resolved in this re\ I W  process. an Engineerins Assessment of the Vitirification Pilot Plant 
by the design ncency could be considered. 

Additional tcstins i m  bc performed to ensure that the material meets the original design 
specification I-or ewnple. FERIICO identified specific suspect areas to perform 
ultrasonic ex3inin~ion of' the concrere, the areas selected were based upon potential 
concern ot'void y);ic's~ iiiciit ioiicd in the ai~icle. DOE personnel observed the testing and 
concurred tlint  tiic wqicct . I I  c;is \\ere lice ot'void spnces 

m: "Substnndxd x i d  I':iuIt\. \\ elds \vtti-e iiinde on pipes, s[mcturaI beams. inetal stairways 
and even tanks that evenru;illv wll hold r3dioiictii*e material. Some joints have been rewelded SO 

iiiany times that the met31 li:is bccoine brittle :rnd is cracking. One docuinent reveals that 
unqualified welders from s c l i w t z e r  \\.ere allowed to perform critical \velding jobs." 

W s i R c s p o n q  DOE mci ITRXICO identitied concerns with the welds on the thickener 
tank and the qualitic:itiuns 
article. :\s a result ot'IIicjc coiiccriis. FERhlCO ciis:iged n team of\vcldiny expens to 
inspecr the tliickcircr i:iiik .iiiJ tii:ikc recoiiimeiid:itioiis tbr iiiodifications. These 
inoditic:itioiis \\ crc iii:idc i o  t lie tniik aiid the t ank  iiieets ;dl design specitications. 

[he \vclding personnel prior tu the L i i q i i i / w ' . s  
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supporting leg or' the thickener tank \vhich w a s  torqued. or twisted. during a lifting 
operation to place it at its specified location. The le: has subsequenrlv been repaired and 
reinforced; no metal brittleness issues were identiiied. 

.Mecation: "Twelve employees of Fernald Environmental Restoration Management CO. 
(FERhKO), working as 'motor \vehicle' drivers responsible for moving the leaky drums to a 
'repacking area,' said they fear rhe companv is putting employees' safety in jeopardy. The drivers 
say that:" 

" 5 5 -  and 85-gallon drums that spring leaks on the weekend are often left leaking on other drums 
and on the floor until 3londav becnusc the companv does not want to pay drivers overtime to be 
there to move them." 

"Both low-level radioactive waste rind non-radioactive toxic \vase leak out of the drums because 
of small punctures or corrosion " 

"FERhlCO officials are under-reponing to the U.S. Department of Energy the number of leaky 
drums discovered to cover u p  the seriousness ot'the problem." 

"The Plant I area occasionally is shut  down and sealed off because radioactive material has leaked 
out ofthe drums. The non-radioactive innterinl that leaks out is sopped up with giant pads by 
workers. I' 

"FERhlCO monitors fail to idcntih some leakv drums because the liquid alreadv has leaked down 
to the puncture level. F:iilure IO discover these. they say. could result in drivers being splashed 
when the druins are moved. So hr.  [io driver has been splashed as il result of an unidentified leak, 
but the drivers sav they br l ievc ~ u c h  a n  i ~ ~ l d t n t  is iiievirable." 

"The drivers told Tlte L / t p / r ~ ~ r  tli:it. since Inst summer. FELilCO never calls them in on the 
week-ends to remove :I leakv ctruiii '' 

"In 1995. hlr. Stegner s:iid, rlicrc \ \e re  j 3  Type I Itiiks on the Plant I pad. 2nd one Type 2 leak. 
In 1996, l l r .  Sregner said. there I i . i \ x  beeii iio rype 1 ur Type 1 Ie..~iks O I I  the pad. to date." 
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leak events. ( 2 )  a leak can be initigated \virhout moving the drums. ;.e.  temporary diking, 
absorbent pads. ctc.. ;ind ( 2 )  that drivers can be called in on the weekend. if necessary, on 
ovenime. Frequency or  inspections preciude significant amounts of material being 
released. Records indicate that typically less than I2 ounces of liquids are discovered 
before mitigation. The cnb and windshield of the fork truck provides a safety barrier in the 
highly unlikely event 01' J leak during transponation. There is !IQ regulatory or procedural 
requirement to retain drivers on site durin: the weekend. Reduced incidents of container 
leaks via the inspection process and reduction of waste inventory has allowed the 
reduction of standing Iieeekend statf to respond to incidents. 

Based on an audit or'inspccrion rcpons and Assistant Einergencv Duty Officer (*DO) 
log sheets for the time pcriod of'October I .  1995 through February 29. 1996. FERMCO 
inadvertently failed ro report to the AEDO four o f29  Type 1 containers found on the 
plant 1 pad. .A deviation repon will be written to initiate action to prevenr recurrence. 
No indication has been found that this action was deliberate or that FERMCO intentionally 
attempted to hide or ctisron information to "cover up  the seriousness of the problem." 
Corrective actions have bcttn taken to prevent reoccurrence of non-reponing to the 
U D O .  

Of the 29 Type I containers found between October 1 ,  1995 and February 29. 1996 (22 
weeks), there are onlv three incidents of leakiny drums discovered during weekend 
inspections tvhich \vould h v t :  been moved on Monday. 

In all cases ofType 1 containers. rnerlsures ar'e taken to immediatelv mitigate the release of 
material, regrdlcss or' rnclioacti\itv or tosicity. 

X compreliensi\*c : i idr[ 01. wl)cn*isor s: logs, inspection Icpons and the AEDO log 
indicates that there \ \ w c  rl irce I-ype 1 contaiiiers found between January I and 
February 15,  when [tic iiiibrimtioii \viis provided to hlr .  Stegner. There were also 57 
Type 2 containers recordcd on the inspection sheets. These were not reponed to the 
M D O ,  as required b\o 20-('-020 . \  deviation repon will be issued to initiate actions to 
prevent recurrence. 

From the period ot'Ft.1)ril;ir-v I 5  to February "9, there were a total of 16 Type I containers 
found 2nd reported IC) I I I C  : \ED0  l3;ised on the tinling ol'the drivers' iiiterviews. this 
statement iiiny I)e ;I rnrr I qJrcswt ; i [ iOl i  
tbund in this period I >  ~ I L I C  io rl ic rli;i\viiirr ur'tlniins durins periods ot'\viirmer 
temperatures 

flie iiicretse i r i  r t w  iiuiiiber ot'T!*pe 1 containers 
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work. This companv hares peopie idio spiuk out for their rishts or become whistle-blowers 
because no one fixes the problems. no matter what thev try to tell you or the  public."' 

"I can confirm that the union has repeatedlv received complaints from our workers about the 
leaky drums and the fact that the company ( FERhlCO) otien leaves them leakins through the 
weekend. Our drivers are then forccu to iiiove them when thev come in on hdonday." 

"It most definitely is a serious safety problem. But FERMCO doesn't want to spend the money to 
have those guys (drivers) on hand to iinmediatelv take care of the problems. 
FERhlCO just doesn't care. The Energy Department tells us its a FERhlCO decision." 

"XIIr. Branham said union oftici;iis 1int.e ialkcd to FERhlCO and Enemy Depanment otficials 
dbout rhe leakv drum problcin nuinerous times. "but they just don't seem IO care. They ignore the 
problem." S o  formal. ivritten coinplaints have been made, he added, "because the svstem for 
notifying them (FERMCO and the Energy Department) of problems as they occur has always 
been verbal. Maybe that should change." 

W l R w o n s e  : DOE :ind FERdllCO have in place a written emplove'e safety concern 
and complaint reponing s! stem The DOE reponing forms were updated in December 
1995, following discussions,ivirli the Fernnld Atomic Trades and Labor Council on making 
changes to the formal reponing forms. DOE and FERhlCO have employee complaint 
systems that meet rhe requirements of DOE Order 5480.29, "Employee Concerns 
ManaSement Sssreni." I!\ addition, FERMCO has a system that complies wirh "DOE 
Contractor Einplovee I'rotsction Program" (Title 10 Code of Federal Regulations 708) .  
.-I5 ot' Januarv .; I .  10%. L1:c.t-t. '.\ ere no outstanding complaints ttint were over 
;o days old. 

In addition to the tti~iplowcr \vr-itren cornplaint svstem. DOE and FERhlCO have an 
employee hotline nunibcr t o  ;illow employees IO identifv complaints at m v  time. Over [he 
past three months. DOE !:.is received two coinplaints over the horline. 

The Depannicnt lins c'iiibr:iccci [lie "IIOE Coiitracror Einployee Protection Program," also 
known as the "\\'tiis[ lc-i)Id\\ cr l'iu1ectioii.' rt.guIi1tioii. rlie yrograiii IS established 10 
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Suggestion Box. Fernaid Focus "I'd Like to Know" forum. and the employee advocate's 
ofice. There is no indication that anv of these avenues have been pursued to 
communicate sar'etv concerns relevant ro the anicle. 

X March 9, 1996 surprise Resource Conservation and Recovery Act (RCRA) inspection 
of the Plant One Pad area conducted by the Ohio Environmental Protection Agency found 
no violations. 

VITRIFICATION PROJECT 

.-\ I I e c n w  : "The company hircd IO clean up Fernald is diverting government money to secretly 
dcvelop a new process to prepare niiclcar waste tor disposal." 

"Fluor DanieVFERhlCO are developing the new plan because they know the original cleanup 
method, which would encapsulate the peanut butter-consistency waste in glass pellets, has serious 
flaws. The new plan involves the dehydration and powderization ofthe waste before it is 
encapsulated. Facts about the secret plan uncovered by The Ljq/ / / rcr  include:" 

Status/ResDonse: There is no evidence of "secret plans" regarding OU4 Vitrification Pilot 
Plant project. The Lhp/rcr  uses terms such as "the secret plans," "3 new process." and 
"dehydration and powderizarion" throughout the anicle published on February 13,  1996. 
The DOE starfat Fernald sire who are responsible for overseeing the OU4 work have 
been aware of and are in agreement with the evaluations and studies that FERMCO has 
been conducting. Both the DOE and FERMCO are continuously encouraged to improve 
processes where there can be n positive result in saietv. cost. schedule, and overall 
rtfectiveness ot' the project or process. 'Tlie evaluationsistudies tvould encompass new 
processes tha t  \vould rcndcr poteiirinl improvement r'or the overall project. 

.-\ I I ec! 
to the Energy Depanrnent to 11iiV tor the developinen1 of the new process. Fluor 
DanielEERMCO have been billitig the government for this secret work by their employees both at 
their Los Anyeles-area hendqumers and at Fernald. Documenrs submitted to the E n e r g  
Department show these people Ivork ing  oii the original procejs." 

: 'I Fluor D ani el/ F E R h l  C 0 a re using fu nds tr o in i I s yo ve r nmen t c ont r ac t , unbeknownst 

'3 
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and FERMCO have iind many meetings to discuss the scope and schedule. The DOE 
agreed with the scope FERhlCO presented and the work was initiated. 

Note: A DOE-commissioned Value Engineering study to recommend wavs to recover cost 
and schedule in Fernaid's Operable Unit 4 has been completed. Tlie recommendations are 
currently being evaluated 

m: "During its investigation. 9711~ f3rcpirer obtained a list of the Fluor D a n i e E R M C O  
employees who have been assizned to work on the secret plan. Work repons and payroll records 
show the companies have c h g e d  their salaries and expenses to the government through the 
Fernald contract. The records show those employees have been assigned to the vitrification 
project - called Operable C'iiit 4 - (ipproved bv the Energy Depanment and the U.S. 
Environmental Protection ~ s c : i c ~ ,  I iocvever. internal repons and sources irom Fluor Daniel said 
these employees instead h3t.e ueen working on the secret project for months." 

s/Resoonq Tlie DOE Approved the Fluor Daniel home ottice suppon for work at 
FEMP. The home d c e  support is charged to the project. both the vitrification pilot plant 
and the full-scale proivct 111 addition, the scope of work performed is clearlv within the 
approved scope i l 1 ~ 9  i:mpirer also states that the "Energy Department and the U.S. 
Environmental Protec:ion Ayencv" approved the assignment of these personnel to the 
vitrification prorect The U S. EPA is not involved in personnel assignments at Fernald. 

m: "Large amounts 01' highly toxic and radioactive gas, called otF-gas, were created 
when the pilot plant's nirlter stiperhented the nuclear waste and the glass-making materials. 
Filters. used to remove v:is. -.i irich ot henvise spreads throughout the plant. have continuallv 
broken down and bccornt: Lx!ri!:iiiiin:ited. Thev :ire difiicult to replace." 

m i R e s r ) o n q C  !'!:e .iilc;:itioii is coinpletelv t'alse. The vitritication pilot plant has not 
even started to operare with the non-radioactive surrogate materials let alone with the 
radioactive inarerinls 1 1  w u l d  be IhlPOSSIBLE IO "create" ANY roxic and radioactive 
gas without mnterral being processed. Funher. there are no filters in the vitrification pilot 
plant that remove "gns ' (;;is is quenched and scrubbed in the quencher and scrubber 

Wlll 
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. - - reveal the companies rbr the past !.ex have secretly been preparing conceptual designs and 
financial estimates on the project \vithout proper notifications or receiving hll. written 
authorizations from the,Eneryy Department. Last week. l l r .  Craig said he knew nothing of Fluor 
DanieL'FERMCO's secret work. ' I  did not know this has been zoing on and we are looking into 
it.' On Friday, Mr. Craig said the Energy Depanrnent is now aware of the work, but could not 
say wnether Fluor DanieUERhlCO had the full authorization to do it." 

Status: I The increased cost estimate was not secret. The most recent cost 
estimate provided to DOE is approximately $200 million in the initial ten year baseline for 
the accelerated clean up.  The increase in the cost estimate was expected due to the cost 
increase in the vitrification pilot plant as well as more information available since the 
original cost estimate \vas developed. The scope of work for both the vitrification pilot 
plant and the rLll scale project was approved bv DOE through the baseline and change 
proposal process. Some work was initiated (with DOE'S knowledgej on the conceptual 
designs in order to make the information more current. 

RADIUhl PROJECT 

m: "\Vhat was to have been an independent study on how best to remove medically 
valuable radium from nuclear wastes at Fernald has been compromised by the U.S. Department of 
Energ,  according to the nian in charge ofthe study.'' 

Status: I The study conducted by the University of Cincinnati (UC) was to 
provide an independent analysis of alternate sources of radium for medical research not on 
how to remove rndiuin tiorn wastes at Fernald. This was completed following reports 
from iocal iiieciia that 1-crnald's radiuin \viis a "incdicdlv priceless" resource which should 
be salvased ana not st'iit a\\-av t'ordisposal. The research \viis conducted in two months 
and identitied and qusntitied radium availabilitv outside o i  Fernald's silos. The result of 
the analysis found a variety of alternate sources, including other waste sites. private 
companies. unmined ore and mineral springs. The most signiticant source by far appears 
to be the "tailings" left behind at old urmiiiin niines. The UC researchers estimate there is 
100 times as niuch radium in the inill tailings lis there is in the silos at Fernald. 

URAS 1 URl 3 ITIUTE I1 E L \  I 1  1' D RATE 
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weeks before companv was to begin rcmovnl work in Januap 1994. the EP.4 and Energy 
Department discovered Lwious required tests and studies had not been pertormed as claimed in 
reports by FERMCO. Startup ot’the project was delayed until the work was done.” 

“In various reports to the E n e r g  Department throughout 1994, FERMCO misled the Energy 
Department by savins it had completed required studies and tests leading up to the removal of 
radioactive liquid from 18 storage tanks. But  a few weeks before the removal was to begin, the 
U.S. Environmental Protection Agency and E n e r g  Department postponed the project, saying 
FERMCO had not completed an ‘Operational Readiness Review’ and failed to complete tests 
FERMCO claimed had been performed. 5lr. Craie confirmed that FERMCO’s reports misled the 
government and resulted in the project’s dclav. ‘They had not completed all the things they 
claimed thev had.’ he said.” 

Status/ResDanse : The allegations listed above refer to one situation. The time frames are 
late 1994 and January 1995. During this period, FERMCO did not issue any reports 
stating that thev had successtblly completed required studies and tests. DOE oversight 
was aware of problems with startup and operations and these problems were shared with 
FERMCO for resolution. EPA was not involved in the decision to delay the project. On 
December 27, 1994, the Ohio Environmental Protection Agency (OEPA) issued a 
Director‘s Finding and Orders (,DF&O) to DOE and FERMCO. mandating a Startup date 
of January 17, 1995, due IO a lack of progress on this activity. FERMCO wanted to start 
the UNH Neutralization Project on January 17, I995 on an emergency basis due to safety 
concerns; however, DOE did nor allow this. An agreement was reached with OEPA that 
in-situ neutralization would satisfi the startup requirement in the DF&O. In-situ 
neutralization began on hlarch 1-1, 1095. with the neutralization of two UNH storage 
tanks in the Hot Ratfinate Building Full operations of the UNH NeutralizatIon Project 
did not begin until alter rhc FERhlC‘O Operational Readiness Review and DOE 
Operational Readiness Review were successfullv completed and DOE Headquarters 
authorized startup on June 15. 1095 The UNH Neutrdization Project was completed on 
.4ugust 30, 1995, ; h o s t  one ilionth :head of’OEP.4 DF&O mandated completion date of 
September 25, 1995 

’ 
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p m p s  for [lie UNH Yeutraiization project. \\'hen the progressive cavity pumps with no- 
leak seals arrived during September 1994. it  was discovered that these pumps leaked and 
that their cast stainless steel bodv was cracked. During October 1994, the defective 
progressive cavitv pumps were returned IO the manuracturer for replacement and the 
decision was made to use double diaphragm pumps for the UNH Neutralization Project. 
During December 1994. a leak test obsenied at the factory ofthe progressive cavity pump 
manufacturer verified that the newly manufactured progressive cavity pumps did not leak 
and would be acceptable for use. Also. during December 1994, the double diaphragn 
pumps did not perform properlv during System Operability Tests (SOTS). The double 
diaphragm pumps initiallv leaked and were not installed in accordance with the 
manufacturer's recommendations. During January 1995, the decision was made by the 
FERhlCO and DOE Project :\tanagers for the uT\IW Neutralization Project to remove the 
double diaphragm pumps and replace them with the progressive cavity pumps. 

m: "According to several FERMCO management sources, one of the most significant 
actions by the company that led to the leaks and spills was a 1994 decision to eliminate andor  
reduce inspection requirements o i  equipment being buiit to remove the UNH. Prior to that 
decision, E n e r g  Department and FERhlCO rules for the UNH project required FERMCO's 
construction manager or his designee to. 

/Resoonse: Tlie " Energy Department and FERMCO rules for the UNH project" 
were the construction specifications. 

A FERMCO Quality Assurance inspector did periorm all qualitv control visual pipe 
inspections. Tlie FERSICO ()A inspector is a certified inspector and visuallv examined all 
welds [or [lie slurnj. tiingnt'siuiii hydroside, nitric x i d  piping, and all other piping. This 
was the s:ime inspecror \\ iic, \ iould Iin\.t. performed dve penetrant testing. Tlie FERMCO 
QA inspector performed these inspections as FERhlCO's construction manager's designee 
and was not a "less-quali tied qiialitv assurance employee." 

0 Perform all ipalitv coiitrol visual pipe inspections 

0 Use a dve penetrant isst to examine welds and kev piping systems during a single 
in-process es:itiiin:itioii The d!,e \\uuld nin through [lie pipes IO inukt: leaks more 
easily detect:ible 

' 7  
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Perform all qualitv control visual pipe inspections. use a dve penetrate test to examine 
!.velds and key piping systems during a single in-process examination. The dye would run 
through the pipes to make leaks more easilv detectable. "Have a certified inspector 
visualize examine all sturdv, magnesium hydroxide and nitric acid piping and 20 percent of 
all the remaining piping." 

The dye penetrate test does not involve running dye through the pipes to make leaks more 
easily detectable. The pipes were hvdrostatically pressure tested at over 150 psi for at 
least 10 minutes to veri@ that they did not leak. The "in-process examination" refers to 
the actual welding process itself. After the initial pass by the welder the dye penetration 
test is used to find anv defects in the initial pass. After successhl completion of the test 
the welder would complete the weld. This test cannot be performed after the weid has 
been completed. therefore I[ is called an "in-process examination." 

As a result o f the  failed weld, mentioned by Ihe Eiiqrrrrer on December 25, 1994, 
ultrasonic testing of welds was performed on at least 20 percent of all stainless steel 
piping. Over 20 percent of the carbon steel welds were inspected visually by insening a 
camera inside the carbon steel pipe and visually examining the carbon steel welds from 
inside the pipe. As a result of this testing and examination programs two defective 
stainless steel welds and t\vo defective carbon steel welds were corrected. 

Of the eight specific problems listed by 7he Etrqrirrer, only the incident on December 28, 
1994 could possibly have been influenced by eliminating the dye penetrate test. 

. - \ l l e w :  "Jnnuan, 19, 1995 - UNH Iuked from the system because o f a  defective steam coil 
line. The UNH project \viis placcd in einergencv shutdown." 

-ponse: This event occurred on October 17. 1994, and was not fully reponed 
until January 1995. UNH leaked from a steam coil attached to an empty UNH storase 
tsnk. As a result ot'the spill, the buildins was evacuated. The UNH project was never 
placed in ernergencv shutdown. This iiicident occurred dunng the time construction was 
beiny performed before r tie UNI4 Nruiralization project was operational. This tank was 
nor part ot'rhe scope or'the UNH iieutr;ilization project because i t  was empry. m: "January 16, 1995 - L!NH leaked into another rank through a defective pipe." 

'l'lirec 
The 
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. .  

identities and medical conditions of the three pipe titters were not disclosed in the FERMCO and 
Energ  Department repons reviewed bv 7'lw Gi&iircr. The records identifjling the workers and 
what medical treatment thev underwent are exempt from the Freedom of Information Act." 

Status/Resaonse: The three maintenance pipe-titters who were splashed with the UNH 
were wearing Saranex. a water and acid proof material. While the protective clothing was 
contaminated, the employees were not contaminated. The three maintenance pipe fitters 
were not injured and were sent to Medical as a normal precaution. Medical released them 
and sent them back. This is an excellent example of how wearing PPE prevented possible 
injury to the workers. There has been no attempt to cover up injuries to the employees as 
implied by The Etiqtiirer 

m: "But according to FERhZCO, EPA and Energy Department records and sources, 
FERMCO repeatedly made false performance claims to the Energy Department in 1994, by 
stating that it had successfully completed various studies and equipment testing." 

-: FERhlCO did not issue reports to DOE stating that they had 
successhlly completed equipment testing. The System Operability Test (SOT) that W ~ S  

performed besinning in early December I994 was a failure and DOE knew about the 
problems being encountered due to extensive oversight in Plant 2/3. 

w: "The Energy Department failed to review FERMCO's claims that it had successfblly 
completed the required UNH removal studies and tests until December 1994, only a few weeks 
before the actual clean-up was IO begin." 

sponse: DOE t w s  iiivare 01' problems prior to December 1994 and expected 
FERMCO to adequutelv resolve those problems. FERhlCO never claimed to have 
completed the requirements necessary to operate the LJNH Neutralization project during 
the December 1994 and ewlv Jnnuary 1995 time period. During this time frame, 
FERhlCO did not issue any  repons stating that they had successhlly completed required 
studies and tests and were prepared to beyin removal ofUNH from 18 tanks. DOE 
oversight was aware ot'the problems and these problems were shared with FERMCO. 
EPA was not involved in the decision IO delay the project. On December 27, 1994, the 
Ohio Environmental Protection Agencv (OEPA) issued a Director's Final Findings Lk 
Orders (DF&:O) to DOE ;ind FERhlC'O, iiinndating ;1 stanup date of January 17, 1995. 
Startup ofthe UNH Nc.urrnlization Project did not begin on January 17, 1995 due 1 0  

satety concerns. 
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'leakproof pumps. improperly maintained logbooks. and encountered numerous procedural 
compliance and training problems. " 

StatudResponse: While there were numerous problems that had to be overcome prior to 
commencing operations. these did not include using defective "leakproot" pumps. More 
important than listing all of the problems is that all problems were successhllv resolved 
and corrected prior to commencing operations. M e r  mid-January 1995 FERMCO made 
tremendous strides in improving training, operating procedures, and correcting equipment 
problems. Full operations of the UNH Neutralization Project did not begin until after a 
FERMCO Operational Readiness Review and a DOE Operational Readiness Review were 
successhlly completed and stanup was authorized bv DOE Headquarters on June 15, 
1995. The purpose ofthc URR is 10 veri@ the contractor's and DOE'S readiness for 
operations. As a result or FERMCO's outstanding performance in resolvins the problems 
and improving operational eficiency, the UNH Neutralization Project was completed on 
AuSust 30, 1995, almost one month ahead of the OEPA DF&O mandated completion date 
of September 25. 1995 

Allegation: "Mr. Craig told 7?1r Etiqiiirer that FERMCO was not tinanciallv penalized for the 
violations or the deceptive performance r.epons. EPA records confirm that FERhlCO was not 
assessed penalties." 

StatudResponse: Through the performance fee process FERhlCO was in fact tinancially 
penalized a total of $675,000 for their performance on the UNH Neutralization Project. 
These penalties occurred in fee periods 94-2 ($270,000) and 95-1 ($405,000). 

\VOIK:FORCE RESTRUCTURING 

hllegarion: "Taxpayers are footing the bill for almost d 13 inillion 
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-: Each sire was given the opponunitv to develop work force 
restructuring plans to meet their specific needs with a tarset of S25.000 per job loss. As 
indicated in the gaphic on severance payments presented in 771e Ltrqurrer article. Fernald 
severance payments were approximatelv 23 percent below the complex average cost per 
job loss. 

a: ".4lso, that $15,000 severance agreement is standard in all (Energy Depanment) 
contracts," Mr. Craig said. 

Status/ResDonse: This statement is misleading. Contractually, DOE hnds  standard 
employee benetit programs at the FEMP including severance benefits. This is standard 
practice in all cost-tvpe contracts. The tiscal year 1995 Work Force Restructuring Plan 
dfered enhanced severclnce and lump sum payment. These incentives were designed to 
encourage employees to terminate voluntarily or take early retirement in order to 
minimize, and in this case, totally eliminate, the need for additional involuntary layoffs. 
The lump sum incentive was given to only a portion of the employees scheduled to leave 
under the work force restructuring. 

m: "The Energy Department also decided to award FERMCO hundred of thousands of 
dollars in a 'performance fee' for its successhl handling of the buy-out program." 

Status/ResDonse: It is true that FERMCO performs site activities under a performance 
based fee plan. The monies paid to FERhKO for its handling of work force restructuring 
is one of several areas that is included in a pool that represents less than 5 percent of the 
performance based fce earned for the respective o month periods. 

m: "U.S. Sen. hlike DtWine. R-Ohio. and U.S. Reps. Rob Ponmsn, R-Cincinnati. and 
Steve Cliabot, R-Cincinnati. say they knew nothing about the Energy Department's costly buv- 
outs until told by 771r Etiqirrr~~ and are investigating. 

Slatus/ResDonse: The oilices of state and local Congressional representatives were 
notified of DOE'S Work Force Restructuring Public hleeting to he held Tuesday, 
December 0,  199.1. Tliis same meetins \vas advertised in local newspapers. including I71e 
Giqurrcr . 

m: "The Federal Sovttrnnient authorized payments to 476 salaried riiiployres, about 
20 percenr oiFERnlCO's ivorkf'orctt, iii January and February I995." 

1 
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w: "The pavments averaged about 527.000 per employee according to U.S. Department 
o t 'Ene rg  financial records." 

ResDonse: .Accurate 

-: "The payments were in addition to any pension the workers may have earned up to 
that point with FEkMCO. or its parent companv, Fluor Daniei of Imine. Calif." 

Status/ResDonse: Pensions earned by salaried workers at Fernald are based on service at 
the Fernald site. inchdins work periormed while other prime contractors managed the 
project. No emplovee separated in any of the Fernald restructuring efforts has received 
severance based on time worked at Fluor Daniel. 

m: "The Ciqiilier found the payments were authorized for workers who already had 
received notices from FERhlCO that they were about to lose their jobs because their work at the 
site was completed." 

W / R -  : Payment \vas authorized for workers whose positions were considered 
"at risk" at the project due to budsetary considerations and the need for their particular 
skill. ".At risk" employees were notified in writing of their placement in this category as a 
means to encourage them to terminate voluntarily or risk being involuntarily laid off 

-: "An additional 60 hourly workers have been hired at the site since the buy-outs were 
offered in Februav I995 .I' 

W s i  Response. Tlie tiscul y c x  t4Y15 n.ork forcc i'eswucwriiig did not aiYect hourly 
employees. Tlicse ivorkers \vrre not hired to penorm work remaining after the depanure 
of salaried employees under ivork force restructuring. In fact, existing labor agreements at 
Fernald d e h e  slitxitic scopes or' work for hourly workers which are different from the 
functions performed by salxied crnplovers. 

m: " . b d  about 30 salaried workers who took the sovernment bonuses and left. have 
been hired back. They asreed to repay their bonuses as a requirement of being rehired." 
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.\lleeanon: "The government also paid about S2.9 million in a similar FERMCO severance buy- 
out in 1993, involvine 255 emplovees." 

-: The Fernald site conducted an action under an approved work force 
restructuring plan in fiscal year 1994 involving approximately 25 5 employees who were 
involuntarily separated due to budget reductions and the change from production to 
environmental remediation. There were no incentives offered to these employees over and 
above the contractually approved severance-related benefits provided by their employer as 
part of the normal conduct of business. 

m: "Mr. Craig said the payments were to persuade workers to voluntarily leave their jobs 
early -- despite their pending dismissals -- 50 the government could realize an overall. long-term 
savinss. When a (government) contract is awarded, labors costs are included in the budget that is 
set ... the reasoning behind the (buv-outs) is that if you reduce the workforce, you reduce the 
overall cost of the contract. However, hlr. Craig conceded the government has not only failed to 
realize any savings from the buy-outs so far. but in fact has lost money on the plan. He said with 
planned employee reductions in the h ture  through attrition, however, the government may 
eventually realize the costs savings." 

Status/ResDonse: Accurate. This was not intended as a near-term cost savings measure; 
the cost will be recovered over time. The use of buy-outs in order to accomplish 
restructuring is a common business practice. All across the country, corporations such as 
P&G, IBM and NCR have employed this means of aiding restructuring. 

w: "I guess an argument could be made that we wouldn't have had to pay the bonuses if 
we had waited, but that was a Herldquaners decision." 

Donse: :Wer the involuntary lavo!Ys in tiscal vear I994 a decision was made to 
reduce the number of involuntary separations and to accomplish future restructuring 
through retraining, early retirement, attrition, and oilier opot is  (emphasis added) to 
mitigate the impact of the restructuring. The use of incentives was designed to encourage 
employees to t emna te  volunrarilv or take early retirement in order to minimize the need 
for additional involuntary I;iyo!f's. 

w: "Several consressmrn. irlcludins hlr. Ponman. expressed astonishment at the h e r b y  
Department's use o i  public dollars to pay severance to the private employees. especiallv those 
who already were scheduled to' lost: [heir jobs. IIe also questioned whether the depanment had 
[tie authority to make the payiiirnts at Fern:ild o r  ;it I2  other nuclear sites nationwide. 
Congressman c'liabot said lie slsc, knew riottiins ;ibout the Energy Department's niulti-riirllion 
dollar buy-our package for private elnployres a[ Fernald. 1J.S. Sen. hlike DeWine, 11-OhI0, idso 
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said he was unaware that the Energy Depanmcnt ivas paying hundreds of millions of dollars for 
private employees' severance packages." 

-onsc: The otfices of State and local Congressional representatives were 
notified of DOE's Work Force Restructuring Public Meeting to he held Tuesday, 
December 6, 1994. This same meeting was advenised in local newspapers, including ne 
Enquirer. With respect to Representative Portman's questioning of DOES authority to 
use public dollars to pay severance to contractor employees (FERMCO is the current 
contractor at the Fernald project), Congress directed the Department through Public Law 
102-484, Section 3 16 1, to minimize the impact of mission changes and associated 
workforce restructuring on affected workers and local communities. The Depanment has 
concluded that. consistent with this authority and best business practices. i t  is not only in 
the interest of affected employees and communities. but oi the Department and the 
displaced workers. 

m: "The Enquirer discovered the government's multi-million dollar payouts during a six- 
month investigation of Fluor DanielRERMCO's operations at Fernald." 

-: .An Ltrqiirrcr. article in the Sunday, November 27, 1994 edition, 
acknowledged the DOE's issuance o fa  draft work force restructuring plan for Fernald and 
the planned Public hleeting of December 6, 1994 to discuss planned reductions in force at 
Fernald. This article notes the then proposed offering of "a benefit package of benefits if 
they leave voluntarily," and the draft plan's consideration of "a lump sum" as one of the 
options for displaced workers. It is misleading, at best, for Tlrr G u p r c r  to say that the 
use of lump-sum pavments was discovered during "a six-month invesrigation of Fluor 
DanieVFERhlCO's operations 31 Fernald" when the information was clearly brought to 
them in 1994, as well as discussed openlv and publiclv 

m: "AI1 the FERhlCO salaried workers who took the buy-outs received lump-sum 
payments and some also had their last few remaining years until retirement 'purchase' by the 
yovernment so they could receive ftill pensions from FERhlCO 'I 

-: The workforce restructuring plan otfered eligible employee rhree 
options, which ranged from lump su1n payment, to outplacement assistance and enhanced 
benetits, to accelerated rctirenlent. Those ernployees who rlrcred to Ieceive the lump sum 
payment are eIiSibIe tu rcceivr t~ i c  lump sum payment and severance upon completion of 
their service 31 1~rrn:hl. Tliosr riiiployrrs selecting the option that provided our placement 
assistance, educ;ltion :Issist;lnce :ind otller selected benetits received severance pay but no 
lump suiii payiierus. T l i t m  riiipluyecs selecting tlic :iccelrrated retireriient option 
received credit f i r  up to 11irr.e aclditioriril y r u s  ol'sifn'ice :ind/or age; but received no 
severance or lump sui11 piyiwnts rliis is siinilrir to other indusrw elirlv rrrirement 
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programs. 

m: "W. Craig said the government buy-outs restricted the recipients from returning to 
work at Fernald for five years. But the Energy Department relented. he added. when FERMCO 
said they needed to rehire about 30 of the employees, as long as they repaid their bonuses." 

Status/ResDonse: The five-year restriction was put in place by the Depanrnent to prevent 
employees who received the benetit from returning to work at Fernaid as subcontractors 
and/or consultants. There has been no exception made to the five-year restriction. 

Allegation: "Some of those emplovees also were rehired by Fluor Daniel for non-Fernald work, 
company records show." 

Status/ResDonse: Fluor Daniel has been able to provide employment' for some of the 
displaced workers. 

w: "Asked why FERMCO needed to hire an additional 60 hourly employees to finish the 
tasks left by the departing employees, hlr. Craig said 'There obviously was some work that the 
departing people had not finished that we needed done'." 

Status/ResDonse: Fiscal vear I995 work force restructuring did not affect wage 
employees. These workers were not hired to perform work remaining after the departure 
of salaried employees under work force restructuring. In fact, existing labor agreements at 
Fernald define specific scopes of work for hourly workers different than the functions 
performed by salaried emplovees. 

i 

1 

m: "The Act -- Section 3 16 1 ---says the Secretary of Energy should use 'retraining, early 
retirement, attrition and other options to minimize Iayot-Ys'. The Act, however, does not 
specifically mention using taxpayer money to pay severance packages IO non-government 
employees. 'I 

Status/Resoonse: Congress directed the Department through Public Law 102-384, 
Section 3 16 1, to minimize the impact of mission changes and associated workforce 
restructuring on affected workers and local communities. The Department has concluded 
that, consistent with this authoritv and best business practices, i t  is not only in the interest 
of affected employees and communities, but of the Depanment and the displaced workers. 
The decision was made arier I he heed Jayoifs in liscal yrnr I 994 to reduce the number of 
involuntary separations and to nccoiiiplisli the restructuriiy through retraining, early 
retirement. ;ittrition,   id o / / w r  op/o//.$ [einptiasis added 1 IO mitigate the impact ofthe 
restructuring. Tlie use ot' incentives \v;is designed to encoursge employees IO terminate 
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Depanrnent of Energy 
Response 10 ,!3icp/rer Alegarions 

voluntarilv or rake exlv retirement in order to minimize the need for additional invoiuntary 
I avo r€s . 



CbW Finaacid Ofiicer 
Review of Selected Financial Acaivitict 

at the Fcrnald Environmental Managenicnr Project 
March 1%-20,1996 

During February 1 pP6, a series of articles reported in the C ' n c m d  Enquirer idsntified s e v d  
aileptions rcintingm problems in rhe controls and processus used by the D e m m  of Energy 
(DOE) in oven- rhs Fernald Emironmental Restoration Mmapmenl Corporation 
V C O )  con- at the Fandd A m  OHce (M). These allegations prompted the Office of 
Environmenral M.rgemeat to canduct a special project review from February 2749.1996, on 
the oversight caprMiues of FN. At the request of the Assistant Secretary for Environmental 
Managerncnt O a n d  the Mmagcr of the Ohio Field Ofnce (OH). the Ofice of Chiof Financial 
Ofkcr  (mo) CQ- M independent review of specific financd overnight processes and 
COXIKOLS of OR FN. and FERMCO. The CFO review was c o n d u d  from March 18-20, 1996, 
and weis limited inrebpe due to the condensed time frame in wbich the team was given to 
complete the review Specific areas evaluated by the review tern included the fiaanaal oversight 
processes of the WQk authorization and invoice processing. 

The objectives of tk review were to s u m  existing financiaI oversight and conmb maimaiaed 
by OH and FN ovcfthe authodon  ofwok to be performed by FERMCO and the processing 
of the monthly comma invoice. In the area of work authorhion, the s p d c  revlew objectives 
wett to i d e e  mdevaiuatc whether the &ancud procsrces reiaed to authoriziq work to be 
pertormed by FERMCO wext appropriate. M e w  objectives in the h i w  processing a m  were 
to anaiyze iinancial oversight activities relating to processing of the monthly FERMCO invoice to 
detenrune if adequate and appropriate controls were maintained to ensure that only dowable a d  
reasonable costa arc reimbursed io FERMCO. 

Based on the special projcct team miew already conducted by the W c e  of Environmental 
Management aad a General Accounting Office [GAO) investigation scheduled to begin March 25. 
1996, the mew t a m ' s  approach was to survey the financial controls and oversiw proccsces 
associated wih work authorization and invoice procesarng and provide an indepdmt report to 
be considered with LM's review results. The obscrvationa, recommendations, hod conclusions 
reached by the rmcw t a m  are based on the informarion acquired thtaua interviews and 
p r e s d o m  conduncd with &of OH, FN, FERMCO, and the locai Inspector General's 
Office Coruequuuly, the resuirs of this indnpendont review are q u a e d  to the exrent that the 
rwiew approach was limited by the identified time constraints. 

. .  
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Team Leader/ Mnnigemurt Liaison 
AMcKinley Bryant, CPO (HQ) 

Work Authorization 
Sue champlos CFO (HQ) 
Lynn Harshman. CFO (HQ) 

Invoice Proceasing 
Dean Childs, CFO (HQ) 
Doug Aoyama CFO (ID) 

A. Work Aumorizadon 

The team reviewed the hand controls related to the work authorization pmcrtss for the 
FERMCO contract. These b c i a l  controls included processes in place for mceiving the 
approved fbndiaq progam 6om Hcadqusrtas CFO Budga Office, gemming an approved 
financial plan and relazed connrct modification for m C 0 ,  and monitonng the expenditure of 
funds authorized for FERMCO to ensure appropriate corn1 of funds. The team mllectod 
d o a u n e n ~ n  and financial information relating to the work authorization process through 
several presentations and m t e n ? ~  with senior stafffiom the Office of  the Chief Financial 
Officer at OH and FN. The team also conducted interview0 with the Deputy Director, Associate 
Directors. and Conuacoag Officer at PN, the Iocal Inspectar General's Ofiice, and steffof 
FERMCO to acquire infomation relatang to ttie c o m l  environment and ovasight pmccsses in 
place. The ttam also obtained the FEILMCO connact J& recent moditicaions the OH report on 
starus of contractor obligations and vaxious correspondence between FERMCO and OH. 

Based upon hterViews uad pmamtions conducted and docummation obtained, the team 
acquired an undentandrng of the contrais in place over the financiai authorization process of 
work authonted for FER!!CO While the team identrfled areas where convols should be 
strenghencd smng COIYUOU appeared to.be m place in planning and estimaring the COST, scope, 
and schedule of work to be penormed through the UIC of a bllscline and project control system. 
The monitoring and r c p o r t h ~  procases fbr fiuufs control at CeRVCO appear to be good. Staff 
at F W C O  were knowledgeable of current funding Ieveh and the relative costs inaured and 
provided appropriate notliications when approachg enablishcd hmding levels. The team also 
found that FERMCO conducts a monthly management review meeting to evaluate firnding 
requirements and dollar authorizations in reIation to targeted work. The following s d o n  
identifies the spcciric amis where the team believes finand controls within the work 
authorizition process can be improved. 
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Obxnra tioas andRecam- 

Throughout the rewew, it was broqht to the atternon of the team that the Femnld 
Envirof~ntnlal Management Proyarn has been undeqoing a transition to M rccclemted 
schedule to cleanup the site. TXis period of accelerating the cleanup schedule from 25 
years to 10 years has required critical miiestonu ~d priorities to be redefined in a short 
time fiamt. DOE and FERMCO ~~XEOIUE~ indicated that M a result of this transition 
FERMCO's fiscal y w  (FY) 1995 corn plus colnmiuacnts (e.6.. subcontraas) exceeded its 
hntiing at the Environmernal Restomion (EW 20) control level, which is a hancial 
control point for the Department While tilie situation does not constitute a legal funds 
control violstion, it in not in DOE'S best A n a n d  interest to be placed in this situation 

The team found that in lone 1995, ia accordance with cnablished procedures, FERMCO 
officially n d e d  DOE rhat 75 percent of the funding level had been u d .  I;EfuICO also 
provided correspondence 1st- in the year as the situation progressed. It is the ream's 
understanding that informal communications bemeen FERblCO and DOE indicated that 
additional funding was arttidpaud tiom Haadquarters to T ~ S O ~ V C  the problem. However, 
the team is not aware of any officid actions taken by DOE or FERMCO to pnciude an 
actual ovemn and at the end of FY I995 FERMCO's cost pius comrniuncnts actually 
acedad hnding lknigtims as mdicatcd above. OH personnel contacted DOE CFO 
Headquerrcrs staE and made them aware of the situation at the tisue it occurred and 
vaiidatod that a legal violation had not ocnuted. 

The ttsm was ala0 infbrmcd by FGRMCO that a Wing s h o d d  has bean projected for 
FY 19% if work contiDucs at the scheduled rat. OH and FERMCO personnel indicated 
that dfom to addrsse the sinration have b e m  initiated. 

It the team's understanding that in the n o d  courae of opuauons an OH CFO staE  
member uses a Depamnental Integrated S*&diZed Accounting System (DISCAS1 
repon 10 monitor the su~'tus of DOE'S obiigotions to FERMCO. This repon compwer 
the mourns DOE has obligated in the FEIirMCO financial pinn to the monthly costs 
rspmttd by W C O  at thc nine digit F3&R level. Overcosted amounts (negative 
balsnces) at this low-level BBtR are questioned by the DOE OH staff. With regard to  
owrSight by DOE Activity Data Sheet (ADS) mmasers, tps team's intmiews with 
personnel rndicated a lack of emphasis and undemanding of their role in ensuring 
FERMCO adhere8 to t iding limitations. 

The team rec~mmends thaz conmis over FERMCO's expenditures offirnds 81 OH and 
FN be strengthend to ensure funds are bang appropriarelv controlled and 
overucpendiaabs do not occur AddrtionaUy, actions can be taken by f;EIWCO to 
minimi~e the risk o f h d i n g  shonfdb. Specific actions to strengthen the control of firads 
are a3 follows: 

WR-01-1996 ?2:43 
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so68 *** OH1 O I ' H U R X  C 
. .  

- The OH finrmclal staffshould emphasize to the DOE A D S  managers their 
responsibility for financd stewardship. T&is should include tbeir responsibility for 
comrofling sxpen&Nrea within approved fbnding iimitationa. This will 
complement the controls in piacc over the scope. schedule. a d  cost of the piarmed 
work. 

- Monitoring and reporting activities conducted by the DOE pcrsonnd should be 
increased following receipt of FERMcO's notification when 75 pcrcenx of the 
fbndmg level hss been used. Those activities should include verbal and written 
vmfication and infomation relating to the status of cornmiancnts and a plan of 
action to avoid overruns and ensure financial conuoi levels are not cxcecded by the 
continuance of work 

- Funds control rntwues should be estdishcd within FERVCO's financial system 
to preciudt FERMCO fiom in- commitments (letting of subcontracts) in 
e x w s  of approved fun% levels. 

Incansistencies -0 'S  WQ& Authorizatiq&ocedures and Actual Pro- 

FENMCO's work authorization procedures, dated August 1994. were provided to the 
team The processes dcscnbd in those procedures do not appear to match am4 practice 
with regard to finding lev& The procedures indicate that funding is allocated to 
FERMCO's individual corn01 accaunt &vel. However. the team's kttervicws with 
FERMCO and OH penonnei indicate that the practice of allowing funds to the control 
acwunt lewd identified in the proocdurep has bean discontinued and Wing is now 
allocated to m C 0  at the sub B&R and ADS Itvels. The team found that 
knsistcnnes of this type betwesa winen procedures and operating p&cee 
comributed to a lack of undcm- of the actual processes in place. 

The teanr recommends &at FERMCO aDli OH review the current processes and make 
reviSions to the Written procedures or the current processes as appropriate. 

id- m i s t t m  Futds Comroi Levd SDW n-& a t e  Gu 
.- . 

It appears that the FERMCO contract and lata guidance iswred by the OH may not be 
consistem as to the financial control levds to be mlunrained. The PERMCO c o n m ~  
rcfito to financiai contra1 Ievek set through financial plans issued to FERMCO. The team 
reviewed a me!norandum dated May 24, 1994, from the Oak Ridge Op1~8tiOn8 Once (the 
c o g u h a  office prior to OH) to FERMCO intended to furrhcr clarifj. the financial conmi 
leveb to be those which must mt be exceeded under the Anti-Deficiency Act (summary 
BBrR leds such as EW 20). The rub B&R/ADS infbrmauoa contained in the financial 
plans became reponing levels used to show the breakdown of programmatic cost lzlcurred 
It was unclear to the team whether the May memorandum from Oak Ridge was clarifying 
or m &at modifyma the finaacid control levcis stated in the contract. The May 
memodurn appcatcd to modi@ the Eonuoi level and the team questioned whether this 
was the appropriate and proper manner for madifjhg guidance contained in the conuact. 
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The team recommends that OH shouid ensure t h  clarificanons of fhnciai conuol 1 4 s  
*d 0th- C m t m ~  language arc consistent with the contract and that the appropriate 
Y r m S S  is used to spmfrcally mod@ the conmet. 

? 

B. Inwticc Procuaing 

0- 

FE.IWC0 Subraits monthly invoices to the DOE F e d d  Finance Division representing 
FU(MC0’s c lJ l  didwsement for the month. These costs are reimbursed by DOE after a revim 
of the koicc for allowabiity and reasonablenass of coso. The team’s review of invoice 
p m c w ~  focxucd on vddating rhe role of coch responsible p a y  in the invoicing process, 
reviewilqg d e n  poiicies and procedures, sad evduaring the poa p a y m a  review process 
hplemeted FY 1994 ThS review tcam’a specific approach was to follow the invoicing 
pracessfiom the Qenerarion of the invoice at FEKVCO to the payment by DOE and subscquau 
evrnr~ &ecting the invoicmg process. 

During the rmm, the t e r n  intuvicwed the PERVCO General Accounting mer, s m l  
ADS 
O f R c a ~ d a l  Review Team M e r  and various ocher staff. Additionally, we mritwlcd IG, 
GAO and internal mew reports, poiicies a d  procedures, and other pertinem doaimsntstion 

Thb remits oithe r m t w  indrcatc that adequa~c controls are in piace over invoice procen- 10 
minimize she risk of making mpropcr payments to W C O .  Most notably thc team found that 
ADS managers have good interaftion wrh FERMCO cast accaum managers which provides the 

‘ level of openuonal awarmeu necessary to support theh certifications of rcasonablenens Of 
contractor costa. While commlr were adequate to ensure that the process was pcdorrncd ILS 
required, the team found wveral opportunities for improvement which would ~trtngthen the 
invoicing proccss and funna e ~ ~ u t e  that all costs n i m k s e d  to FERiiCO are allowable and 
rcasonable. 

the Comncting Otfim, the Accounmg T m  Leader. the mo Certifykg 

O b s m a  and R ewmmadatlnn_ 9 

1. -d Tnvmce Re view Proccdurep 

The F d d  Implementing Procedure titled “Invoice Review.” effective March 8, 19%. 
does not reflea current practices and, fbrcher. assigns invoicc review responsibilities which 
Sign%Cantly expand tht CFO role. While we uadusaod that the recent scNtkly of C O W S  
and invoicing praaices hru highlighted the need for written proccdures and an eduazion 
of invoice controls, the team’s rcvitw indicates that the responsibilities as&@ to the 
CPO in parsgapn 4.4.1 and again ia 5.4.2(;r) are acesrive. There sections appear to 
require IO0 percent tracing ofinvoiced costs to source doulment8 such as FERMCO 
empioye time sheets to vtrrfy hours worked or the Matter Employee Fila to verify 
e- rams. One hundred pacem verdkation through monthly reviews at this detailed 
(Ne1 by 
murces. 

DOE 06cc is quesrionabAe and does not result in the most &Utm US8 Of 
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The team recomrnmds that only periodic verihtions of invoiced costs to suppomng 
documentanon be abnaiaered based on level of risk sampiiug rechniques, and spmfic 
arcas of concerns rri- by the Contractury Officer, ADS managem, or nbsuhs of reviews 
perfanned by the F m a I  Rsview Gmup. This approach is consrnent wth the A D S  
manager mponsib* outlined in paragraph 5.4(b). Additionally, the tradxns 
techniques currd~being used by some A D S  managers in areas such as labor costs md 
rater would help support the validity of invoiced costs. Utilizauon of theae tshniqum 
would reflect an inrrgated team approach which consututw n cohesive oversight strategy. 

2. 

The FERMCO catrOan requires that DOE reimburse FERMCO's costs imiced within i4 
days of rcce~pt ofdm bvoice. it we9 Apparent fiom our imcrvlews that 14 days is not 
etpough tirnc to do aubraugh invoice review. ADS managers have only about six day8 to 
perform thdr tcchnd review which is afguably the most critical step in the proceso. 
while the Level of r Q i t w  is admirable given the short Nnurround requimd, more time is 
necded. 

The team rtcammdsthat OH consider having ADS managers perform foilawup reviews 
00 the idvoices afterpayment as appropriate. &y questioned costs resulting &om these 
extended reviews shpuld be presented to the Contracting Officer far appropriate cost 
adjustmeots. 

3. b i d  Review C& Peflo- 

Io mponso to a Deomber 1993 GAO rcpon: titled "Implementing the E n v i r o n m d  
Rmsorzuion Marrpee+lau Convact Concept," the Financial Review Group began 
PSTforming cost incaared audits to idenufy questioned costs claimed by kERMC0. 
P c - f f b m  these sudiu is beyond the CFO's oversight responsibility and is duplicative of 
the IG reviews. lhcitrspecror Gtnerai is the cognizant audit agency for the FERMCO 
Cootract rvld has sole rwaporuiiility for performing wst incurred audits. The IG advised 
that their cost i n c u d  audits are generally scheduled for campietion one year after the 
fiscal year audited. The team believes that this approach doe not provide timeiy M a c k  
on the condition of FEEuICO's hurcial operations. However, the team believes that 
pcrfonniag cost iocuned audit8 is beyond the scope of OH C'Fo's responsibility. 

The team recommends that the Financial Review Group dbcontinua performing coat 
*ed audits of m C 0  invoices and accomplish its ovasight responsibilities by 
petfa!uting process reviews. These reviews will provide infannation on intend controls 
and financial management wehasea which may be used by the Contracting Of&en and 
ADS managers in defining areas fix increased scrutiny in the invoice 3pproval process. 
This approach has the additional bendit of focuoing on problem areas before invoice 
payments art made rather than waiting for after the fact invoice reviews. Corrective 
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acalon plans should be required fiom FERMCO for necded improvemews identified during 
these reviews to ensure timely resolution o f  issues which may aifect the allowability of 
PERMCO'S corns. 

4. 

The Fmandd Review Group is playing an active role in pcn-omung finanad Tevicws to 
Suppoa CPO and other overnight respansibitieo and shows customer focus by conducting 
pow review customer feedback surveys of individuals for which rcwews nave been 
performed Howwer. there are additianaj actions which may be taken to improve 
interaction with current and pot& customers. 

To comphent theso survga the team rrcornmends that the FiMncial Review Group 
work &opSrativdy with the Area Office Manager, ContraLring 0 5 c e r  and ADS 
managers in defining potential areas for review to ensure the usehlntss of the reviews to 
tlit greater linanclaf management community. Additionaily, draft reports should be 
provided to these individuals mediately upon cornpietion to unprove communication snd 
idormuion flow. 

C. Other Gerr-1 Obrvvrtion 

The team obrervcd that DOE staff at OH Md M have w i o u  processes fbr monitoring 
FERMCO costs. These inchdo invoice reviews which provide a once a mor& "snapshot" of bills 
presented during the cumnt month; ADS managera' knowledge of the status of total coiu 
mcuned to date vs Anal project costs; annual IG audits of costs incum; and the OH CPO 
revicws O f ~ c o ' s  proctssea. While each of these proccasu contribute to oversight, it is not 
c l w  that a ~omprahensivc financial oversight strategy has been established. 

Thc team recommends that OH develop an intcgratsd plan for overseeing FERMCO's financial 
amviues. Such a DIM would i d a r f y  dl financisl conuols for overseeing the contractor and 
should include the rmew and approval ofFERMCO'a accounting sysrem by the cognizant audit 
agency due to the heavy nlianca DOE places on the infomanon maintained by the systm, 
compliance with coat aCCa&(3 standards, and other tools used in the oversight of FERMCO 
finanad activities. This pian should encornpaus the roiu snd responsibilities for the DOE 
programmStic, finanhl and Inspector General staff. 

In conclusion, the team found the personnel at OH. FN, and W C O  to bc probiohal and 
cornmined to octomplishing their work in an etfective aad efficient manner. All personnel were 
COUrtcOus and most helpfbl during the entire review and were receptive to the recommendations 
of the review t e a m  
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Module 3: DOE Budget Fornulation, Presentation, and Review 

3.2 Overview of the Process 

DOE Resource Allocation Process 

Notes 
This viewgraph shows both one complete process (starting with planning) and the 
relative previous and subsequent overlapping processes. 

Version ,2. I QO0094 
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ModuIe 3: DOE Budget Fonnirlation, Presentation, atldrReview 

3.5 Budget Formulation, Presentation, and 
Review Process 

3.5.1 Field Budget Process (continued) 

Field Budget Process 

II DOE fidd office issues d to contractors 
I UhlCALc (field) budget call issued 
II Contractor prepares and submits budget to 

I Field budget&qgram staff review and analjze 
I Either office may propose adjustmentslcomments 
II Contractor may appeal djustments/comments 
rn Budget&ogmn o b  make decisions on most issues 
I F d  of&x murtger makes decisions on major issues 

F d d  budget submitad to a@z.ant program 05ce 

field office Feb/March 
March 

March 

March 

Match 

March 

hfid-A@?&y 

Notes 

Version 2. I 
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Module 3: DOE Budget Forniulation, Presentarion, and Revielv 1 

3.5 Budget Formulation, Presentation, and 
Review Process 

3.5.4 HQ Program Off ice Process (continued) 

Headquarter Program Off ice Process 

Schedule 

E Receive and anaIjze Field Budget and program plans 
E Initialdecisions 
m Receive Department-wide Budget guidance 
LI Raisions to rdect Department-wide Budget guidance 

Department-wide Budget submission to DOE 
Chief Financial Officer 

3-57 

Notes 

Version 2. I 3-1 17 000096 
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Module 3: DOE Budget Fonndafion, Presentation, and Review 

3.5 Budget Formulation, Presentation, and 
Review Process 

3.5.5 Department-wide Budget Process 

Departrnent-Wide Budget Process 

E HQ DOE CFO issues Department-wide Budget 

a Program offices prepare and submit budgets 

E HQ DOE CFO r&em and anaIyes budget 

HQ DOE CFO may propose adjustments 

a HQ DOE CFO meets 115th program offices to 

= HQ DOECFO mtlrw presentation to the serretuy 
or Seaetq's Repmentatire on remainhg issues Early August 

guidance hiid-May 

to HQ DOE CFO hfid-June 
Mid-June-July 

J ~ Y  

JdY obtain agreement on proposed adjustments 

I Seatttryor rcprewntaCme makes decisions Mid-August 
I Reparation of OMB sabmission Late August ' 

rn Submission to OMB September1 359 

Version 2.1 

Notes 



Module 3: DOE Budget Formulation, Presentation, and Review 1 

3.5 Budget Formulation, Presentation, and 
Review Process 

3.5.10 Office of Management and Budget Process 
(continued) 

Office of Management and Budget Process 

I OMB budget guidance issued August 

E AS and CFO prepare submissions August 
I HQ CFO forwards DOE budget submission to OMB September 1 

I OMB Examiners ren'ew and analyze W i t s  September-November 
I OMB may propose adjustments (passbacks) November-December 
I HQ CFO may submit appeals h'ovember-December 
I Decisions are made on most issues December 

Meetings ;~tc held to resohe outstanding issues December 

I President approves the budget Dcccmber 
m Congtcssiod budget is submitted to Congress February 

Notes 

Version 2.1 



Module 3: DOE Budget Fornulation, Presentation, and Review 

3.5 Budget Formulation, Presentation, and 
Review Process 

3.5.11 Congressional Budget Process (continued) 
\ 

Published Congressional Budget 
Process Schedule 

I Congressional budget guidance issued 
I HQ program office, G O ,  and OMB prepare budget 
II OMB sends Congressional budget to Congress 
I Hearings 

I Budget committees complete action 
I Congress passes concnrrctlt resolution 

I Authorimtionamma * ets complete action 
I Congrcss passa anthoriration bills 
I Appropriitioa ammimes complete a b  

. I Conlptsrpasscsappropriatioabillr 
m N m  Iisal )-ar begins (idno approprhtioa bill by 

the end of )tar, then continuing ntsolatioa) 

Notes 

Version 2.1 
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Module 3: DOE Budget Formulation, Presentation, and Review 
\ 

A 

3udget Formulation, Presentation, and 
qeview Process 

3.5.11 Congressional Budget Process (continued) 

Path of an Appropriations Bill in Congress 

Notes 

Version 2.1 
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