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DEFENSE NUCLEAR FACILITIES SAFETY BOARD

Performance and Accountability Report

TRU Waste Operations at the Idaho Cleanup Project. The Board observed TRU waste retrieval and
repackaging operations at the Idaho Cleanup Project and identified deficiencies in conduct of operations
and operational safety. DOE responded by assigning a full time person to address needed improvements
through an emphasis on work planning and control.
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PERFORMANCE GOAL 3: NUCLEAR FACILITIES DESIGN AND INFRASTRUCTURE

New DOE defense nuclear facilities, and major modifications to existing facilities, are designed
and constructed in a manner that ensures adequate protection of the health and safety of the
workers and the public.

OUTCOME: DOE will have acknowledged, acted upon, and/or resolved the health and safety
issues raised by the Board, Follow-up technical evaluation will verify necessary
improvements in the design and construction of DOE’s new nuclear facilities
and major modifications to existing facilities, New nuclear facility designs will
meet acceptable safety standards.

FY 2009 Performance Objectives:

The Board and its staff will continue reviews of DOE’s implementation of integrated safety management
(ISM) in design and construction activities. At least five reviews will be completed. In general, the
reviews will evaluate the adequacy of geotechnical specifications and hazards analyses; the design of
safety-related structures, systems and components (SSC); and the adequacy of SSC installation, startup.
and operational readiness. Candidates for review include:

«  Continue design and construction reviews of the Waste Treatment Plant at the Hanford Site.

«  Complete review of the design and continue construction reviews of the Integrated Waste Treatment
Unit at the Idaho National Laboratory.

« Review the preliminary design of the Chemistry and Metallurgy Research Replacement facility at
Los Alamos National Laboratory. Assess readiness to proceed into final design and initiate review
of the final design.

»  Review the design of the Radioactive Liquid Waste Treatment Facility Replacement Project at Los
Alamos National Laboratory.

« Review design and construction activities for the Criticality Experiments Facility at the Device
Assembly Facility at Nevada Test Site.

«  Review the final design of the Pit Disassembly and Conversion Facility at Savannah River Site.
« Review the final design of the Waste Solidification Building at Savannah River Site.

« Complete review of the final design and review the construction of the Salt Waste Processing
Facility at Savannah River Site.

«  Review the design of the Plutonium Preparation Project at Savannah River Site.
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« Continue safety system reviews and review preparations for start of operations for the Highly
Enriched Uranium Materials Facility at the Y-12 National Security Complex.

«  Continue reviews of the preliminary design of the Uranium Processing Facility at the Y-12 National
Security Complex.

Safety-in-Design. The Board will monitor DOE’s implementation of DOE-STD-1189, Integration of
Safety into the Design Process, and updates to DOE directives that have been identified as critical to
successful implementation of DOE’s overall safety-in-design objectives. These include updating the
facility safety directive, seismic design standards, and the standard used to prepare nuclear safety design
bases.

FY 2009 Measured Performance:

Congressional Mandate: Chemistry and Metallurgy Research Replacement Facility at Los Alamos
National Laboratory. Pursuant to the Duncan Hunter National Defense Authorization Act for Fiscal
Year 2009, the Board has conducted extensive reviews of the preliminary design of the CMRR Nuclear
Facility as part of certifying that design concerns reported by the Board have been resolved. During the
past year considerable resources have been dedicated to the CMRR certification review. The Board
identified seven topical areas for the certification review, which were the five open Board concerns
identified in its quarterly reports to Congress plus two additional areas the Board considered important for
the CMRR design process. The Board developed a systematic approach to completing the certification
review, identifying concerns with NNSA’s resolution of the topic area, and formally transmitting these
concerns to NNSA for resolution. Based on NNSA responses and commitments each of these concerns
were resolved. On September 4, 2009, the Board met the Congressional mandate by issuing Chemistiy
and Metallurgy Research Replacement Facility Project, Los Alamos National Laboratory, Certification
Review, Report to Congressional Defense Committees. NNSA has committed to implement detailed
designs consistent with specific design requirements to which NNSA had agreed as part of the
certification process. The Board intends to review additional design material as it becomes available. and
to review the final design and Documented Safety Analysis once the CMRR project is given approval to
proceed to final design.

Safety-in-Design: With significant Board involvement, DOE developed a change to DOE Order 413.3A.
Program and Project Management for the Acquisition of Capital Assets, developed sixteen guidance
documents to implement this order, and developed a proposed change to DOE Order 420.1B, Facility
Safety, incorporating changes required to address safety-in-design issues. The Board reviewed and
commented on these orders and guides.

Waste Treatment Plant (WTP) at the Hanford Site. The Board has continued its review of the design
and construction of important-to-safety structures, systems, and components in the Waste Treatment Plant
facilities. The Board’s activities primarily consisted of evaluating the resolution of previously identified
issues. Specifically:

e Following resolution of Board comments, the final summary structural reports for the Pretreatment
and High Level Waste Facilities have been prepared. DOE is continuing to work on the final
structural design for these facilities. The Board expects that DOE will satisfactorily complete the
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structural design for the Pretreatment and High Level Waste Facilities and submit final summary
structural reports that fully demonstrate that the WTP facilities meet all structural design
requirements.

e The Board resolved issues described in its letter dated June 24, 2008, regarding concerns with the
contractor’s proposed implementation of DOE Standard 1066, Fire Protection Design Criteria. The
current WTP design for the confinement ventilation systems ensures they perform as expected and
are adequately protected from the effects of a fire.

e In a letter dated January 9, 2009, the Board resolved a long standing issue with fire protection
coating of structural steel in WTP facilities. The Board evaluated the adequacy of fire protection
coatings to protect facilities containing radiological and chemical hazards, and reviewed the
chemical hazards in each of the WTP facilities. The Board's review revealed that the fire coatings
applied in each facility are adequate to prevent structural collapse in a design-basis fire.

= The Board initiated review of proposed changes to the safety strategy in the Pretreatment Facility
that would have reduced the safety classification of all the safety systems in the facility. The Board
did not find the bases for the proposed changes to be technically defensible. DOE has revised its
strategy and is maintaining some safety-class controls but has not yet provided an adequate
justification for the entire safety strategy. The Board is continuing its evaluation.

Integrated Waste Treatment Unit at Idaho National Laboratory. The Board continued its review of
the design and construction of the Integrated Waste Treatment Unit. The Board’s activities focused on
evaluating the resolution of previously identified issues. In a safety-in-design project letter dated January
24, 2007, the Board had identified several issues that required resolution during final design. Based upon
the root-cause analysis of an over-temperature event in the pilot plant’s charcoal bed, DOE modified the
design to prevent and mitigate the event. Analysis of the waste characterization was completed which
verified the control strategy was adequate for the worst-case inventory. The safety-related
instrumentation and control system design was revised to separate its safety-related functions and power
supply from the rest of the network, and an appropriate design standard was adopted to ensure its
reliability. These actions resolved all outstanding Board issues with the project.

New Solid Transuranic Waste Facility Project at Los Alamos National Laboratory (LANL).
Following the Board's review in November 2008, NNSA decided to place construction plans on hold
pending completion of an engineering needs assessment. The Board’s review identified problems with
the facility safety strategy, e.g. the use of personal protective equipment in lieu of engineered safeguards
to provide worker protection, and poor integration of safety into the design. This project remains on hold.

Radioactive Liquid Waste Treatment Facility Replacement Project at LANL. The Board had
previously raised concerns with the preliminary design of the facility, and concluded there was weak
integration of the safety and design processes and weak federal oversight. The Board continued to pursue
the resolution of these concerns. NNSA has made some progress in addressing some of the concerns.
For example:
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. Federal oversight has been enhanced through the addition of more personnel dedicated to the
project. It is premature to assess whether this action will be effective in improving federal
oversight.

. The design was changed to require stainless steel process equipment in lieu of plastic processing

equipment to provide confinement for the liquid radioactive waste.

Criticality Experiments Facility and Device Assembly Facility at the Nevada Test Site. The
criticality testing capability from TA-18 at LANL is being relocated to the Criticality Experiments
Facility, which will be housed in the Device Assembly Facility at the Nevada Test Site. In a letter dated
January 18, 2008, the Board highlighted the lack of progress in addressing ongoing operational problems
and design deficiencies in the water supply for the safety-related fire suppression systems. DOE
subsequently conducted several studies culminating in long-term line item requests to replace the water
tank and lead-in pipes. In the interim, short-term projects are being pursued to modify sprinkler systems
to correct design deficiencies, replace strainers, refurbish the existing water tank, and investigate using
standalone fire suppression systems to supplement the existing deficient fire sprinkler systems. A July
29, 2009, Board letter encouraged NNSA to complete the planned work and not allow administrative
compensatory measures (e.g., posting a fire watch) to serve as a long-term substitute for reliable
engineered safety systems.

Device Assembly Facility Structure. In a letter dated August 16, 2006, the Board noted concerns with
extensive cracking and water leaks in the Device Assembly Facility. After further Board urging, DOE
conducted concrete strength testing to determine whether the facility structure can function as designed.
The Board reviewed the test results and concluded that the concrete meets strength requirements. This
long-standing concern is now considered closed.

Flammable Gas Generation at the Savannah River Site (SRS) Salt Waste Processing Facility. The
Board previously identified the need to evaluate the impact of thermolysis on the generation of flammable
gases in the process vessels. The flammable gas generation rate assumed in the project analysis was not
technically defensible. As a result of the Board's review, DOE initiated testing to validate the
assumptions made in the safety basis regarding generation of flammable gases. The Board reviewed the
test results and concluded that the flammable gas generation rate assumed in the design analysis
adequately bounded the rate determined in the experimental testing. This concern is now considered
closed.

Structural Design of the SRS Salt Waste Processing Facility. The Board previously pointed out
deficiencies in the analysis of the facility’s ability to resist natural phenomena hazards. The Board's
review of the structural design focused on the resolution of these deficiencies. The Board completed its
review of the finite element analysis, structural design, and summary structural report for the facility, and
determined that all concerns were resolved.

Final Design Review of the SRS Salt Waste Processing Facility. The Board reviewed the final design
of the Salt Waste Processing Facility. As a result of this review, the Board issued a safety-in-design
project letter concurrent with Critical Decision (CD)-3 that stated the safety strategy was sound and
identified no significant safety issues that would preclude the start of construction. The Board identified
several new issues that require resolution as the design process continues: (1) the structural analysis of the
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ability of process piping to withstand potential explosions (deflagrations or detonations) did not include
several considerations, (2) flammable gas generation rates assumed by the facility did not consider all
potential sources of heat input into process vessels, (3) the design of the confinement ventilation system
does not implement all features or demonstrate the equivalency of the design to those features specified in
Section 14 of DOE Standard 1066, Fire Protection Design Criteria, for the protection of the final stage of
high-efficiency particulate air filters, (4) the design of the facility does not ensure that all operator actions
deemed necessary in the Preliminary Documented Safety Analysis following a seismic event can be
readily accomplished, and (5) additional actions beyond those identified in the Preliminary Documented
Safety Analysis may be required. The project is in the process of revising its design and performing
additional analyses to address these concerns.

Instrumentation and Control System for the SRS Salt Waste Processing Facility, The Board
reviewed the design of the safety-related portion of the instrumentation and control system for the Salt
Waste Processing Facility. This review identified that (1) the isolation of the safety-related portion of the
distributed control system from other portions of the system requires better description and understanding
by the project to ensure this functional requirement is met. (2) the safety integrity level specified in the
Preliminary Documented Safety Analysis may not be achievable. and (3) the project lacked a clear plan to
ensure adequate quality of the software to be used in the system. The project is taking action to address
the concerns raised during this review.

Quality Assurance for SRS Salt Waste Processing Facility. The Board initiated reviews of the
construction practices being utilized for the placement of concrete for the facility. The Board identified
numerous quality problems with the control of the materials used to form the concrete that could have
affected the as-placed concrete strength. The project took actions to correct the problems identified. The
Board also initiated review of the procurement of safety-related equipment. The project is using a
commercial grade dedication process for most procurements. The Board's review concluded that the
methodology would not ensure the requisite quality of the safety-related components. The Board
reviewed configuration management procedures for the project, and found weaknesses that resulted in
discrepancies in design and procurement documentation. The project is in the process of rewriting

procedures to correct its configuration management and procurement practices. The Board will continue
to review this area.

Waste Solidification Building at SRS. The Board completed a final design review for the Waste
Solidification Building, as documented in a letter dated January 12, 2009. The Board closed all final
design issues related to structural design, red oil, and hydrogen deflagration/detonation prior to the project
receiving CD 2/3 on December 10, 2008. The issues related to red oil and hydrogen
deflagration/detonation will continue to be followed by the Board as safety controls are being finalized
and implemented.

Uranium-233 Downblending at Oak Ridge National Laboratory. In a September 14, 2007, safety-in-
design project letter, the Board identified safety-related concerns with the Uranium-233 Downblending
and Disposition Project. The Board and DOE reached agreement on the path forward to address these
issues. The Board initiated review of the Preliminary Documented Safety Analysis.
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Startup Testing for the Highly Enriched Uranium Materials Facility at the Y-12 National Security
Complex. The Board reviewed the startup testing of safety-related systems at the Highly Enriched
Uranium Materials Facility. The Board concluded that the testing generally ensured that the safety-
related systems would meet their functional requirements, although two gaps were noted. The Board also
noted problems with the configuration management of the software used for the safety-related
confinement ventilation system. The project is taking action to address the Board’s concerns.

Quality Assurance for the Y-12 Highly Enriched Uranium Materials Facility. As the Highly
Enriched Uranium Materials Facility was being constructed, the project identified quality assurance
concerns with thousands of fasteners used in safety-class storage racks. The Board ensured that
corrective actions that included sample testing of fasteners would provide a technically defensible
rationale for acceptance of the fasteners. The project’s initial plans were inadequate: additional actions
identified by the Board were subsequently incorporated into the corrective action plan. The Board
reviewed the testing results and concluded that the fasteners could be reasonably accepted as-is. This
concern is considered closed. The Board is now encouraging DOE to provide detailed lessons learned to
help preclude recurrence of this and other quality problems experienced by the project.

Uranium Processing Facility at the Y-12 National Security Complex. The Uranium Processing
Facility project continued with its preliminary design phase in FY 2009. The Board has continued to
conduct reviews of the project management, DOE oversight, geotechnical and structural design,
development of safety systems design, design criteria development, and technology development. These
reviews have served to resolve open items from the Board's August 9, 2007, safety-in-design project
letter, have provided timely input to improve the project design inputs, and kept the Board up to date on
revision to design strategies to prevent new issues from developing and support future reviews at the
completion of preliminary design.

Filter Test Facility. Nuclear-grade high-efficiency particulate air (HEPA) filters used in essentially all
new nuclear facilities are tested in the Filter Test Facility to ensure the filters meet performance
requirements. In a letter dated March 17, 2008, the Board expressed concerns with degradation in quality
of the nuclear filters as reported by the Filter Test Facility. In the past year, DOE has improved the
acquisition and transmittal of data from testing to responsible procurement personnel, allowing formal
corrective action processes to be initiated for testing failures. DOE is continuing to work with the
contractors to address quality improvement and verification testing for HEPA filters purchased by DOE.
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PERFORMANCE GOAL 4: NUCLEAR SAFETY PROGRAMS AND ANALYSIS

DOE regulations, requirements, and guidance are developed, implemented, and maintained; and
safety programs at defense nuclear facilities are established and implemented; as necessary to
protect adequately the health and safety of the workers and the public.

OUTCOME: DOE will have acknowledged, acted upon, and/or resolved the health and
safety issues raised by the Board. In addition, follow-up technical evaluation
of DOE’s safety programs at defense nuclear facilities will verify necessary
improvements in safety, and effective implementation of Integrated Safety
Management principles.

FY 2009 Performance Objectives:

The Board will continue to assess the adequacy of proposed changes to DOE directives to ensure that any
revisions are appropriate. The results of the directives reviews completed by the Board will be provided
to DOE for action. The Board anticipates that approximately 60 DOE directives that may impact public
and worker health and safety will require review, of which many are likely to require significant Board
and staff interaction to ensure satisfactory resolution of potential issues. This is a direct result of the DOE
Safety Directives Review, which is an effort to revise and document the technical basis for requirements
in 24 different health and safety directives of interest to the Board. In those rare cases in which new
directives are determined to be required, the Board will work with DOE to ensure that the applicable
documents are appropriately developed. The Board also expects to continue its involvement in the efforts
of the National Nuclear Security Administration (NNSA) to establish its own directives system. It is
estimated that 10 NNSA directives will also require review. As a result of these reviews, new or modified
health and safety directives will be issued, resulting in improved safety through standardized requirements
and guidance that provide for adequate protection of the workers and the public as well as the protection
of the environment.

The Board will continue its reviews of DOE’s implementation of integrated safety management (ISM)
and associated nuclear safety programs. In addition, while the Board has noted that considerable progress
has been made in the implementation of ISM, continued DOE efforts are necessary to maintain ISM
systems and ensure continuous improvement across the complex. Specific functional areas will be
sampled to a greater depth. At least five reviews will be completed in areas such as work planning and
control, training and qualification, quality assurance, nuclear criticality safety, software quality assurance,
conduct of operations, configuration management, maintenance management, and readiness preparations.
As a result of these reviews, it is anticipated that DOE will provide an acceptable approach and schedule
for resolution of any identified issues to support the safe operation of defense nuclear facilities. Example
reviews will include:

. Review technical capability of the workforce. This will be accomplished through reviews focused
on qualification processes and how those capabilities are sustained and enhanced through
continuing training programs.
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. Evaluate DOE’s effort to revise the directives governing the startup and restart of nuclear facilities
and monitor DOE’s effort to implement the changes in the field.

. Perform reviews of nuclear criticality safety programs at DOE sites under the Board's purview.

. Monitor progress on the implementation plan for Recommendation 2007-1, Safen-Related In Situ
Nondestructive Assay of Radioactive Materials, and work with DOE to ensure that the milestones
are met and that the results meet the expectations set forth in the Recommendation.

. Evaluate the effectiveness and implementation of DOE’s efforts to satisfy Recommendation 2002-
3, Requirements for the Design, Implementation, and Maintenance of Administrative Controls.

. Review the important aspects of safety system design, functionality, and maintenance at defense
nuclear facilities including the implementation of quality assurance programs; specifically ensuring
requirements flow down from DOE to the contractor as well as the implementation of those
requirements.

The Board will continue to oversee DOE’s progress in developing an effective policy, along with useful
implementing guidance, to govern the use of risk assessment methodologies at DOE facilities.

The Board will work with DOE to develop and implement a satisfactory approach for the use of
Justifications for Continuing Operations (JCOs) in the defense nuclear complex. Board review of DOE's
processes and practices associated with the use of JCOs at defense nuclear facilities review showed that
DOE needs to develop more definitive guidance and expectations to structure the development and
implementation of JCOs in the complex.

FY 2009 Measured Performance:

DOE Directives. As part of its continuing review of new and revised DOE directives, the Board and its
staff evaluated and provided constructive critiques of over 40 directives associated with, but not limited to
nuclear design criteria, radiological protection, maintenance management, worker protection, and project
management. At year's end, the staff was in the process of resolving issues regarding revisions or drafts
of 10 pending directives to improve the content, clarity, and consistency of safety requirements and
guidance. Examples of DOE directive reviews completed in 2009 include:

DOE Order 425.1D, Verification of Readiness to Start Up or Restart Nuclear Facilities

DOE Order 426.X, Federal Technical Capability

DOE Order 410.2, Management of Nuclear Materials

DOE Order 452.2D, Nuclear Explosive Safety

DOE Order 452.1D, Nuclear Explosive and Weapon Suretv Program

Title 10, Code of Federal Regulations Part 712, Human Reliability Program

DOE Guide 413.3-4, U.S. Department of Energy Technology Readiness Assessment Guide

DOE Order 414.1X, Quality Assurance

DOE Standard 1172, Safety Software Quality Assurance Functional Area Qualification Standard

DOE Standard XXXX, Application of Safety Instrumented Systems used in Non-Reactor Nuclear
Facilities
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¢ DOE Standard 1173-2009, Criricality Safety Functional Area Qualification Standard

e DOE Standard 1083-2009. Processing Exemptions to Nuclear Safetv Rules and Approval of
Alternative Methods for Documented Safety Analvses

* DOE Handbook 1028-2009, Human Performance Improvement Handbook, Volume 1: Concepts
and Principles, and Volume 2: Human Performance Tools for Individuals, Work Teams, and
Management

Use of Quantitative Risk Assessment Methodologies. The Board identified the timely need for
adequate policies and associated standards and guidance on the use of quantitative risk assessment
methodologies at DOE defense nuclear facilities and issued Recommendation 2009-1, Risk Assessment
Methodologies at Defense Nuclear Facilities. The Board recommended that DOE:

1. Establish a policy on the use of quantitative risk assessment for nuclear safety applications.
2. Consistent with this policy, establish requirements and guidance in a DOE directive or directives

that prescribe controls over the quality, use, implementation. and applicability of quantitative risk
assessment in the design and operation of defense nuclear facilities.

tad

Evaluate current ongoing uses of quantitative risk assessment methodologies at defense nuclear
facilities to determine if interim guidance or special oversight is warranted pending the
development of formal policy and guidance.

4. Establish a requirement to identify deficiencies and gaps in ongoing applications of quantitative
risk assessment along with the additional research necessary to fill those gaps in support of the
development and implementation of the final policy and guidance.

DOE’s Implementation Plan for this Recommendation is expected in late calendar year 2009.

Recommendation 2007-1, Safety-Related In Situ Nondestructive Assay of Radioactive Materials.
The Board evaluated DOE's progress in implementing the Recommendation issued in October 2007. The
Technical Support Group, defined in the Implementation Plan and comprised of senior DOE and
contractor personnel with significant experience in nondestructive assay, developed lines of inquiry to be
used during site reviews starting in calendar year 2009. Lines of inquiry included criteria for reviews of
training and qualification, design requirements for new facilities and equipment, standards for conducting
holdup measurements, implementation of standards, research and development, quality assurance, and

oversight. The Board's staff observed the Technical Support Group’s benchmarking efforts at key
defense nuclear facilities.

Nuclear Criticality Safety. The Board conducted reviews in 2009 related to nuclear criticality safety
issues highlighted in Board correspondence with DOE in January 2008 that expressed concerns that DOE
reviews of criticality safety may not be of sufficient depth to accurately assess the health of nuclear
criticality safety programs at defense nuclear facilities. The Board issued a letter in January 2009
underscoring issues with Nuclear Criticality Safety Evaluations conducted by Y-12. In addition, the
Board’s staff conducted a review of nuclear criticality safety at Los Alamos National Laboratory to assess
progress in resolving previously identified issues. The Board continued to evaluate complex-wide
activities as described in DOE's annual report on criticality safety.
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Justifications for Continued Operations. The Board continued its review and oversight of DOE’s
processes and practices associated with the use of justifications for continued operations (JCO) at defense
nuclear facilities. Previously the Board found a number of weaknesses in the JCO process and its
implementation at defense nuclear facilities. In response to the Board’s concerns, DOE is making
progress in developing revised guidance for use in the field in the development and implementation of
JCOs. Formal review of this guidance is expected to be completed by late calendar year 2009.

Safety System Design, Functionality, and Maintenance Reviews. In 2008 the Board conducted
reviews of safety system design, functionality, and maintenance at a number of defense nuclear facilities,
These reviews identified a number of deficiencies and weaknesses related to ensuring that credited safety
systems can adequately perform their required functions in all operating regimes. Throughout FY 2009
the Board interacted with DOE and NNSA to properly disposition these findings. In particular, the Board
has taken definitive action to fully characterize and drive the corrective actions for significant safety
issues at Los Alamos National Laboratory at both the plutonium and tritium facilities.

A previous Board review of aging issues at H-Canyon highlighted the need to perform more inspections
of aging equipment. The Board's review of the initial proposed approach identified many major flaws,
and the Board strongly encouraged DOE to pursue a different approach. The new Integrated Facility
Aging Management Program is producing the desired results in a timely manner and is now being
expanded to review safety systems across SRS.

Readiness Reviews. The Board reviewed updates to directives related to startup and restart of nuclear
facilities, as well as their implementation at defense nuclear facilities. Revisions to these directives are
expected to provide much needed clarity. The Board actively monitors Startup Notification Reports for
defense nuclear facilities under its cognizance and reviews startup and restart activities accordingly.

Conduct of Operations. The Board conducted conduct of operations reviews at Y-12 and Hanford in
2009. These reviews assessed the adequacy of DOE directives and standards implementation in the flow
down to site-specific policies, procedures and instructions. Although the Board noted areas where
opportunities for improvement in conduct of operations existed, overall these two sites had properly
implemented conduct of operations programs.

Recommendation 2002-1, Quality Assurance for Safety Related Software. On December 22, 2008,
the DOE Chief Health, Safety and Security Officer proposed an approach for managing the safety
software central registry, a task of the remaining commitment of DOE’s Implementation Plan for
Recommendation 2002-1. Based on progress throughout this fiscal year, the Board expects DOE to
formally request closure of this recommendation late this calendar vear, 2009. The Board's staff
continues to evaluate quality assurance practices for safety-related software throughout the complex.

DOE Technical Capability. The Board continues to follow the state of technical competency throughout
the DOE defense nuclear facilities complex. The Board's staff observed the activities of DOE’s Federal
Technical Capabilities Panel (FTCP) throughout the fiscal year and reviewed directives governing the
FTCP as well as technical qualification standards for several areas of technical specialization.

After the Board identified several deficiencies with qualification cards for Facility Representatives, DOE
conducted an assessment, revised the qualification cards and standards, and disqualified a Facility
Representative who had been improperly granted interim qualifications. After the Board identified the
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lack of training opportunities for Facility Representative candidates, DOE set up a two-week course for
Facility Representative candidates and Safety System Oversight candidates.

Activity-Level Work Planning. During 2009, the Board reviewed work planning processes at three
sites. The reviews of work planning and control processes at Idaho National Laboratory, Y-12. and Los
Alamos National Laboratory indicate that their programs have not been fully implemented and
weaknesses still remain. DOE has made efforts to address these weaknesses, but to date these efforts
have been inadequate.

Implementation of Safety Basis Controls. Independent validation of implementation of safety basis
controls is important to nuclear safety, as discussed in a Board letter to DOE in 2008. Some DOE sites
have protocols for performing such validations. but DOE continues to lack complex-wide requirements
and guidance for independent reviews of the implementation of nuclear safety basis controls. In a brief to
the Board on March 26, 2009, DOE provided the Board with information on a new Guide that has been
drafied, Guide for Performance of Independent Verification Reviews (IVRs) of Safety Basis Controls.
This draft Guide was issued to the field on March 19, 2009, in a 6 month pilot effort. The memo states
that, It is expected that each site will compare the practices outlined in this guide to your current site
processes and adjust them, if appropriate.” This direction is a positive step in compelling independent
verification reviews at defense nuclear facilities.

Safety Culture Improvement Project. Starting in FY 2008 with DOE and its contractors establishing a
jointly sponsored task team to develop tools for assessing and improving the safety culture of the federal
and contractor workforces, progress continues to be made in refining these tools. As evidenced by the
Deputy Secretary of Energy’s memorandum dated January 16, 2009, support for strengthening safety
culture now has strong leadership support. The Board has been closely observing the team’s efforts and
will continue to evaluate and encourage this effort as it continues to mature.

Recommendation 2004-1, Oversight of Complex, Hazardous Nuclear Operations. All 22
commitments made in the DOE Implementation Plan responding to Recommendation 2004-1 were due to
be complete by 2009. Concerns remain with several commitments that are late or have no discernable
response from the DOE. The Board issued a letter to the Secretary of Energy on March 23, 2009,
highlighting particular commitments needing attention from senior management and organizational
support to meet the intent of the recommendation. The specific troubled commitments highlighted to the
Secretary of Energy are:

e Commitment 7, develop process to identify research and development needs across DOE/NNSA
and identify the extent that these needs are being met by existing programs; and Commitment 8§,
develop method to ensure nuclear safety research. These commitments are more than two years
late. Efforts made by the office of primary responsibility have fragmented and fall far short of a
complex-wide assessment.

¢ Commitment 2, provide adequate technical support for the Central Technical Authorities (CTAs):
and Commitment 3, fully implement the CTA function. The DOE CTA function supporting the
Under Secretary of Energy underwent turmoil during the transition of Presidential
administrations, and the technical support of the NNSA CTA has been degraded as result of staff
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reorganization at NNSA. It appears that the DOE CTA issue was resolved following the
confirmation of the Under Secretary of Energy.

The Board also remains engaged in two other areas that have been problematic:

e Commitment 5, issue DOE Safety Oversight Guide. This is intended to be a key document to
improve the consistency and completeness of implementation of Integrated Safety Management.

e Commitment 10, deliverable A, develop and implement Quality Assurance Plans required by

DOE Order 414.1C, Quality Assurance. NNSA's inadequate performance in this area indicates
that implementation has not been effective.
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Chapter 3
CFO Letter, Auditor’s Report and Financial Statements

CFO LETTER

[ am pleased to report that the Board's FY 2009 financial statements received an unqualified opinion from
its independent auditors, our fourth consecutive unqualified opinion since our FY2004 financial
statements were initially audited pursuant to the Accountability of Tax Dollars Act (ATDA) of 2002. In
addition. FY 2009 marked the second year that the Board’s unqualified opinion was coupled with no
instances of non-compliance with laws and regulations and no material internal control weaknesses
identified in the accompanying report.

The financial statements that follow were prepared and audited as part of this performance and
accountability report within 45 days after the end of the fiscal year. To ensure that scarce resources are
dedicated to fulfilling the demanding health and safety oversight mission, the DNFSB has adopted the
“economies of scale™ philosophy for obtaining needed administrative support services and “contracts”
(through an Interagency Agreement) with the General Services Administration (GSA) to act as its
accounting services provider. The Board’s financial staff worked diligently with our GSA accountants in
preparing our FY 2009 financial statements and providing the necessary supporting documentation to our
auditors, and credit should be given to both those organizations for achieving these accomplishments.

Compliance with Laws and Regulations

The auditors tested the Board’s compliance with certain provisions of laws and regulations, non-
compliance with which could have a direct and material effect on the determination of financial statement
amounts, and certain other laws in regulations specified in OMB Bulletin 07-04, Audit Requirements for
Federal Financial Statements. For the second consecutive year, the auditors found no instances of non-
compliance with such laws or regulations.

Internal Controls

In planning and performing the financial statements audit, the independent auditors considered the
Board’s internal controls over financial reporting by obtaining an understanding of our internal controls,
determining if internal controls had been placed in operation, assessing controls risk, and performing tests
of controls. Testing of internal controls was limited to those controls necessary to achieve objectives
described in OMB Bulletin 07-04. The auditors noted no internal control material weaknesses.

The auditor’s repont, together with the accompanying report on compliance with laws and regulations, and
internal control are included in their entirety in this Chapter.

Brian Grosner, Chief Financial Officer
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INDEPENDENT AUDITOR’S REPORT

Chairman of the Board
Defense Nuclear Facilities Safety Board

We have audited the accompanying balance sheets of the Defense Nuclear Facilitics Safety Board
(DNFSB) as of September 30. 2009 and 2008, and the related statements of nel cost. changes in net
position, and budgetary resources for the vears then ended. These financial statements are the
responsibility of the DNI'SB’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America: the standards applicable to financial audits contained in Government Auditing Standards. issued
by the Comptroller General of the United States: and applicable Office of Management and Budget
(OMB) guidance for audits of federal financial statements. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining. on a test basis, cvidence supporting the amounts and
disclosures m the financial statements. An audit also includes assessing the accounting principles used
and the significant estimates made by management. as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion. the financial statements referred to above present fairly. in all matenial respects, the
financial position of the DNFSB as of September 30. 2009 and 2008, and its net cost. changes m net
position. and budgetary resources for the vears then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Geovernment Auditing Standards, we have also issued our report dated November 6.
2009, on our consideration of the DNFSB's internal control over financial reporting and on our tests of 11s
compliance with certain provisions of laws and regulations. The purpose of that report is to describe the
scope of our testing of internal control over Imancial reporting and compliance and the results of that
testing, and not 1o provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audits.

Management’s Discussion and Analvsis (MD&A) and other accompanving information are not a required
part of the DNFSB’s basic financial statements but are supplementary information required by OMB
Circular A-136. Financial Reporting Requirements, as amended, and the Federal Accounting Standards
Advisory Board's Statement of Federal Financial Accounting Standards No. 15, Management s
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Discussion and Analysis.  We made certain inguiries of management and compared the MD&A
information with the DNFSB s audited financial statements and against other knowledge obtained during

our audits. We also compared the other accompanying information with the audited financial stalements.
However, we did not audit the MD&A or other accompanying information and, therefore, express no
opinion on them.

lani Eko & Company, CPGs, PLLC

November 6, 2009
Alexandria, Virginia
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INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE WITH LAWS AND REGULATIONS

Chairman of the Board
Defense Nuclear Facilities Satety Board

We have audited the financial statements of the Defense Nuclear Facihities Saftety Board (DNISB) as of
and for the vears ended September 30. 2009 and 2008. and have issued our report thereon dated
November 6, 2009. We conducted our audits in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Audinng Standards, issued by the Comptroller General of the United States: and applicable Office of
Management and Budget (OMB) guidance for audits of federal financial statements.

Internal Control over Financial Reporting

In planning and performing our audits, we considered the DNFSB’s internal confrol over financial
reporting as a basis for designing our auditing procedures. obtained an understanding of the design
effectiveness of internal controls. determined whether the internal controls have been placed in operation,
assessed control risk. and performed tests of the DNFSB’s internal controls for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the DNFSB’s internal control over financial reporting. Accordingly. we do not express an
opinion on the effectiveness of the DNFSB’s internal control over financial reporting.

A deficiency in internal control cxists when the design or operation of a control docs not allow
management or employees, in the normal course of performing their assigned functions. to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies. in internal control. such that there is a reasonable possibility that a material misstatement of
the DNFSB s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this scction and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies. significant deficiencies or material weaknesses. We did not
identify anv deficiencies in internal control over financial reporting that we consider to be material
weaknesses. as defined above.
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Compliance with Laws and Regulations

As part of obtaining reasonable assurance about whether the DNFSB’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of applicable laws
and regulations, noncompliance with which could have a direct and matenal effect on the determination
of financial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are requited to be reported under
Government Auditing Standards and OMR guidance for audits of federal financial statements.

This report is intended solely for the information and use of the management of the DNFSB. the OMB,
the Government Accountability Office, and Congress and is notf intended to be and should not be used by
anyone other than these specified parties.

lani Eto & C&ﬂyjﬁ/zg, CPcs, PLLC

November 6, 2009
Alexandria, Virginia
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DEFENSE NUCLEAR FACILITIES SAFETY BOARD

APPROPRIATED FUND

FINANCIAL STATEMENTS

As Of and For The Years Ended September 30, 2009 and 2008
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DEFENSE NUCLEAR FACILITY SAFETY BOARD
BALANCE SHEET
As Of September 30, 2009 and 2008

2009 2008
Assets:
Intragovernmental:
Fund Balance With Treasury (Note 2) $ 9,677,632 $ 8,720,666
Other (Note 3) 0 155,000
Total Intragovernmental $ 9,677,632 8,875,666
Accounts Receivable, net (Note 4) 19,666 32,698
General Property, Plant and Equipment (Note 5) 479,462 524,023
Other (Note 3) 9 0
Total Assets $ 10,176,769 $ 9,432,387
Liabilities: (Note 6)
Intragovernmental:
Accounts Payable (Note 7) $ 8,772 $ 29,931
Employee Benefits (Note 8) 130,389
Other (Note 9) 142,918
Total Intragovernmental 151,691 160,320
Liabilities With the Public:
Accounts Payable 751,113 794,595
Other: (Note 9)
Accrued Funded Payroll and Leave 921,482 704,665
Withholdings Payable 3
Unfunded Leave 904,000 871,316
Worker's Compensation (Note 10) 4,243 7,523
Total Liabilites With the Public 2,580,841 2,378,100
Total Liabilities 2,732,532 2,538,420
Net Position:
Unexpended Appropriations - Other Funds 8,683,910 8,049,967
Cumulative Results of Operations - Other Funds (1,239,673) (1,156,000)
Total Net Position 7,444,237 6,893,967
Total Liabilities and Net Position $ 10,176,769 $ 9,432,387

*Amounts may be off by a dollar due to rounding.

The accompanying notes are an integral
part of these statements.
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DEFENSE NUCLEAR FACILITY SAFETY BOARD
STATEMENT OF NET COST
For The Years Ended September 30, 2009 and 2008

2009
Program Costs:
DNFSB:
Gross Costs (Note 12) $ 25,117,100
Net Program Costs 25,117,100
Net Cost of Operations $ 25,117,100

*Amounts may be off by a dollar due to rounding.

The accompanying notes are an integral
part of these statements.
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DEFENSE NUCLEAR FACILITIES SAFETY BOARD

STATEMENT OF CHANGES IN NET POSITION
For The Years Ended September 30, 2009 and 2008

2009 2008
Cumulative Results of Operations:
Beginning Balances $ (1,156,000) $  (1,194,943)
Budgetary Financing Sources:

Appropriations Used 24,366,057 22,697,062
Other Financing Resources (Non-Exchange):

Imputed Financing 667,370 617,632
Total Financing Sources 25,033,427 23,314,694
Net Cost of Operations (+/-) 25,117,100 23,275,751
Net Change (83,673) 38,943
Cumulative Results of Operations $ (1,239,673) $ (1,156,000)
Unexpended Appropriations:

Beginning Balances $ 8,049,967 $ 8,838,029
Budgetary Financing Sources:

Appropriations Received 25,000,000 21,909,000

Appropriations Used (24,366,057) (22,697,062)

Total Budgetary Financing Sources 633,943 (788,062)
Total Unexpended Appropriations 8,683,910 8,049,967
Net Position $ 7,444,237 $ 6,893,967

*Amounts may be off by a dollar due to rounding.

The accompanying notes are an integral
part of these statements.
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DEFENSE NUCLEAR FACILITIES SAFETY BOARD
STATEMENT OF BUDGETARY RESOURCES

For The Years Ended September 30, 2009 and 2008

Budgetary Resources:
Unobligated Balance:
Beginning of Period
Recoveries of Prior Year Obligations

Budget Authority:
Appropriations Received
Earned

Collected
Subtotal
Total Budgetary Resources

Status of Budgetary Resources:
Obligations Incurred
Direct (Note 13)
Subtotal
Unobligated Balances
Apportioned
Subtotal
Unobligated Balances - Not Available
Total Status of Budgetary Resources

Change in Obligated Balances:
Obligated Balance, Net:

Unpaid Obligations, Brought Forward, October 1

Total, Unpaid Obligated Balance, Brought Forward, Net
Obligations Incurred
Gross Outlays (-)
Recoveries of Prior-Year Unpaid Obligations, Actual (-)
Obligated Balance, Net, End of Period:

Unpaid Obligations (+) (Note 14)
Total, Unpaid Obligated Balance, Net, End of Period

Net Outlays:
Gross Outlays (+)
Offsetting Collections (-)

Net Outlays (Note 15)

*Amounts may be off by a dollar due to rounding.

The accompanying notes are an integral

2009

3,250,056
448,277

25,000,000

16,017

2008

25,016,017

3,950,891
651,757

21,908,000

6,925

o |

28,714,350

21,915,925

24,862,664

| H

26,518,573

o | h

24,862,664

3,387,392

23,268,517

3,387,392
464,294

| H

23,268,517

2,591,374

28,714,350

2,591,374
658,682

5,470,610

26,518,573

| n

5,470,610
24,862,664
(24,059,051)

(448,277)

5,825,946

5,198,508

5,825,946

o | A

5,198,508
23,268,517
(22,344,659)

(651,757)

5,470,610

24,059,051
(16,017)

5,470,610

24,043,034

22,344,659
(6,925)

part of these statements.
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DEFENSE NUCLEAR FACILITIES SAFETY BOARD

APPROPRIATED FUND

Note 1 — Significant Accounting Policies

(a) Reporting Entity

The Defense Nuclear Facilities Safety Board (Board) is an independent Federal government agency with
responsibility for the oversight of the Department of Energy (DOE)’s defense nuclear facilities located
throughout the United States. The Board is directed by a Chairman and four members appointed by the
President. The Board's mission as described by the Atomic Energy Act is to ensure that the public health
and safety are adequately protected at the DOE defense nuclear facilities.

(b) Basis of Presentation

These financial statements have been prepared from the accounting records of the Board in accordance
with generally accepted accounting principles (GAAP) as promulgated by the Federal Accounting
Standards Advisory Board (FASAB), and Office of Management and Budget (OMB) Circular A-136,
“Financial Reporting Requirements™. GAAP for Federal entities is the hierarchy of accounting principles
prescribed in the American Institute of Certified Public Accountant’s (AICPA) Statement on Auditing
Standards No. 91, Federal GAAP Hierarchy.

Circular A-136, requires agencies to prepare principal statements, which include a Balance Sheet, a
Statement of Net Cost, a Statement of Changes in Net Position, and a Statement of Budgetary Resources.
The balance sheet presents, as of September 30, 2009, amounts of future economic benefits owned or
managed by the Board (assets), amounts owed by the Board (liabilities), and amounts, which comprise the
difference (net position). The Statement of Net Cost reports the full cost of the Board’s operations and
the Statement of Budgetary Resources reports Board’s budgetary activity.

(c) Basis of Accounting

Transactions are recorded on the accrual accounting basis in accordance with OMB Circular A-136.
Under the accrual basis of accounting, revenues are recognized when earned, and expenses are recognized
when a liability is incurred, without regard to receipt or payment of cash. The preparation of financial
statements requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual
results may differ from those estimates.

(d) Revenues and Other Financing Sources

The Defense Nuclear Facilities Safety Board receives its funding needed to support its programs through
congressional appropriations. Appropriated funds are received annually and remain available until
expended (i.e., no year funds). None of the appropriations are “earmarked™ funds.
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An imputed financing source is recognized to offset costs incurred by the Board and funded by another
Federal source (see Notes 1(i) and 8).

(e) Assets and Liabilities

Intra-governmental assets and liabilities arise from transactions between the Board and other Federal
entities.

Funds with the U.S. Treasury compose the majority of assets on the Board’s balance sheet. All other
assets result from activity with non-federal sources.

Liabilities represent amounts that are likely to be paid by the Board as a result of transactions that have
already occurred. The accounts payable portion of liabilities consist of amounts owed to federal agencies
and commercial vendors for goods, services, and other expenses received but not yet paid.

Liabilities covered by budgetary or other resources are those liabilities of the Board for which Congress
has appropriated funds, or funding is otherwise available to pay amounts due. Liabilities not covered by
budgetary or other resources represent amounts owed in excess of available congressionally appropriated
funds or other amounts. The liquidation of liabilities not covered by budgetary or other resources is
dependent on future congressional appropriations or other funding.

(f) Fund Balance with the U.S Treasury

The U.S. Treasury processes the Board’s receipts and disbursements. Funds with the U.S. Treasury are
cash balances from appropriations as of the fiscal year-end from which the Board is authorized to make
expenditures and pay liabilities resulting from operational activity.

(g) Property, Plant, and Equipment (PPE)

PPE consists of capitalized equipment, fumiture and fixtures, and software. There are no restrictions on
the use or convertibility of property, plant, or equipment.

The Board capitalizes PPE with a useful life of at least two (2) years and individually costing more than
$10,000 (325,000 for leasehold improvements). Bulk purchases of lesser value items are capitalized
when the cost is $25,000 or greater.

Assets are depreciated on a straight-line basis over the estimated used life of the property. Information
Technology (IT) equipment and software is depreciated over a useful life of three (3) years. All other
equipment is depreciated over a five (5) year useful life. Furniture and fixtures are depreciated over a
seven (7) year useful life and leasehold improvements over a ten (10) year useful life.

The Board owns no land and leases its office space from the General Services Administration. The lease
costs approximate commercial lease rates for similar properties.
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(h) Annual, Sick, and Other Leave

Annual leave is recognized as an expense and a liability as it is earned; the liability is reduced as leave is
taken. The accrued leave liability is principally long-term in nature. Sick leave and other types of leave
are expensed as leave is taken.

(i) Federal Emplovee Benefits

The Board recognizes its share of the cost of providing future pension benefits to eligible employees over
the period of time that they render service to the Board. The pension expense recognized in the financial
statement equals the current service cost for the Board's employees for the accounting period less the
amount contributed by the employees. The Office of Personnel Management (OPM), the administrator of
the plan, supplies the Board with factors to apply in the calculation of the service cost. These factors are
derived through actuarial cost methods and assumptions. The excess of the recognized pension expense

represents the amount being financed directly by OPM. This amount is considered imputed financing to
the Board (see Note 8).

The Board recognizes a current-period expense for the future cost of postretirement health benefits and
life insurance for its employees while they are still working. The Board accounts for and reports this
expense in a manner similar to that used for pensions, with the exception that employees and the Board do
not make current contributions to fund these future benefits.

Federal employee benefit costs paid by OPM and imputed to the Board are reported as a resource on the
Statement of Changes in Net Position.

(i) Contingencies

The Board has no material pending claims or lawsuits against it. Management believes that losses from
other claims or lawsuits, not yet known to management, are possible, but would not likely be material to
the fair presentation of the Board's financial statements. Thus, there is no provision for such losses in its

statements. The Board has not entered into any contractual arrangements which may require future
financial obligations.
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Note 2 — Funds Balance with the U.S. Treasury

The Board’s funds with the U.S. Treasury consist only of appropriated funds. A worksheet adjustment
was made for a credit of $813 for FY 2009 for payroll charges that were reflected in the U.S. Treasury
cash balance but were not yet recorded in the GSA accounting system. The status of these funds as of
September 30, 2009 and 2008 are as follows:

FY 2009 FY 2008
A. Fund Balance with Treasury
$9.677,632 $8,720,666
Appropriated Fund
B. Status of Fund Balance with Treasury
1) Unobligated Balance 3.618.485 2,591,374
(a) Available 464.294 658,682
2) Obligated Balance not yet Disbursed 5.594.853 5.470.610
Total $9,677.632 $8.720.666

Note 3 — Other Assets

At the end of FY 2007, the Board entered into an Interagency Agreement (lA) with the Public Research
Division of the Library of Congress for a research and report project. Per the Library of Congress’s
enabling authority and the terms of the lA, they billed in advance for the services. The project was
completed by the end of FY 2009; the 2008 Intra-governmental amount was the balance for services still
to be rendered as of September 30, 2008.

FY 2009 FY 2008
Intragovernmental $0 $155,000
With the Public - Associates $9 $ 0
Total Other Assels $9 $155.000

Note 4 — Accounts Receivable, Net

The line item represents the gross amount of monies owed to the Board. The Board has historically
collected receivables due and thus has not established an allowance for uncollectible accounts.

Accounts Receivable FY 2009 FY 2008
Claims $19.666 $32.698
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Note 5 — General Property, Plant and Equipment, Net

The Board's total cost, accumulated depreciation, and net book value for PPE for the years ending
September 30, 2009 and 2008 are as follows.

2009 Equipment Furniture & Software Total
Fixtures
Cost $935,609 $52,644 $530,006 $1,518,259
Accum. Depr. (657,837) (52.644) (328.316) (1,038,797)
Net Book Value $277.772 3 0 $201,690 $ 479,462
2008 Equipment Furniture & Software Total
Fixtures
Cost $001.448 $52.644 $£392.629 $1,346,721
Accum. Depr. (574,229) ( 52,644) ( 195,825) ( 822,698)
Net Book Value $327.219 S 0 $196,804 $ 524,023

Note 6 — Liabilities Not Covered by Budgetary Resources

The liabilities on the Board's Balance Sheets as of September 30, 2009 and 2008 include liabilities not
covered by budgetary resources, which are liabilities for which congressional action is needed before
budgetary resources can be provided. Although future appropriations to fund these liabilities are likely
and anticipated, it is not certain that appropriations will be enacted to fund these liabilities. The

composition of liabilities not covered by budgetary resources as of September 30, 2009 and 2008 is as
follows:

2009 2008

Unfunded Leave $ 904,000 $ 871.316
Workers™ Compensation $ 4,243 S 7.523
Total liabilities not covered by budgetary resources $ 908,243 $ 878,839
Total liabilities covered by budgetary resources $1.824.289 $1.659.581
Total Liabilities $2,732,532 $2.538.420

Note 7 - Intragovernmental Liabilities

Intragovernmental liabilities arise from transactions with other federal entities. Of the FY 2009 accounts
payable intragovernmental liabilities, $1,703 is with GSA and the balance of $7,069 is with OPM. Of the
FY 2008 accounts payable intragovernmental liabilities, $7,978 is with GSA, $10,784 is with DHS and
the balance of $11,169 is with OPM. Employee benefits are the amounts owed to OPM and Treasury as
of September 30, 2009 and 2008 for Federal Employees Health Benefits Program (FEHBP), Federal
Employees’ Group Life Insurance Program (FEGLIP), Federal Insurance Contributions Act (FICA),
Federal Employees Retirement System (FERS), and Civil Service Retirement System (CSRS)
contributions (reference Note 8).
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Note 8 — Federal Emplovee Benefits

All permanent employees participate in the contributory CSRS or FERS. FERS employees are covered
under FICA. To the extent that employees are covered by FICA, the taxes they pay to the program and
the benefits they will eventually receive are not recognized by the Board’s financial statements. The
Board makes contributions to CSRS, FERS and FICA and matches certain employee contributions to the
thrift savings component of FERS. All of these payments are recognized as operating expenses.

In addition, all permanent employees are eligible to participate in the contributory FEHBP and FEGLIP
and may continue to participate after retirement. The Board makes contributions through the OPM to
FEHBP and FEGLIP for active employees to pay for current benefits; these contributions are recognized
as operating expenses. The Board does not report on its financial statements these programs’ assets,
accumulated plan benefits or unfunded liabilities, if any, applicable to its employees. Reporting such
amounts is the responsibility of OPM: however, the financing of these costs by OPM and imputed to the
Board are reported on the Statement of Changes in Net Position.

Employee benefits liabilities are current (versus non-current liabilities).
Note 9 — Other Liabilities

Other liabilities with the public for the years ending September 30, 2009 and 2008 consist of Accrued
Funded Payroll and Leave, Withholdings Payable and Unfunded Leave in the amounts shown below:

With the Public Non-Current Current Total
2009 Other Liabilities $904.000 $921.,485 $1,825,482
2008 Other Liabilities $871,316 §704.,665 $1,575,981

Note 10 — Workers’ Compensation

The Federal Employees’ Compensation Act (FECA) provides income and medical cost protection to
covered federal civilian employees injured on the job., employees who have incurred a work-related
disease, and beneficiaries of employees whose death is attributable to a job-related injury or occupational
disease. Claims incurred for benefits for Board employees under FECA are administered by the
Department of Labor and are paid. ultimately, by the Board.

The Board recorded an estimated liability for claims incurred, but not reported as of September 30, 2009
and 2008, as follows:

FY 2009 | FY 2008
Worker's Compensation $4,243 | $7,523
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Note 11 — Leases

The Board has not entered into any existing capital leases and thus has incurred no liability resulting from
such leases. Its one operating lease is for headquarters office space from GSA. Lease costs for office
space for FY 2009 and FY 2008 under the terms of its leases amounted to $2,190,193 and $2,196,340,
respectively. The Board entered into a new ten (10) year lease agreement effective March 8, 2006.
Estimated future minimum lease payments under the terms of the lease are as follows:

Fiscal Year Ending September 30 Payment
2010 $2,272,920
2011 § 2,344,425
2012 $2.319,873
2013 $ 2,355,130
2014 $ 2,391,445
2015 and thereafier $ 3,447,443
Total Estimated Future Lease Payments $15,131,236

Note 12 — Intragovernmental Costs

The portion of the Board’s program costs (note as the Board eamns no revenue from its operations, gross
and net costs are identical) related to Intragovernmental Costs and Costs with the Public are shown as
follows. Intragovernmental costs are costs incurred from exchange transactions with other federal entities
(e.g., building lease payments to GSA). Costs with the Public are incurred from exchanged transactions
with non-federal entities (i.e., all other program costs).

Intragovernmental Costs Costs with the Public Total Program Costs
FY 2009 $3,885,602 $21.231,498 $25,117.100
FY 2008 $3,695,928 | $19,579,823 $23,275,751

The Board’s program costs/net costs of operations by OMB Object Class (OC) are as follows:

ocC Description FY 2009 FY 2008
11 Personnel Compensation $13,403,661 $11,844.915
12 Personnel Benefits $ 4,274,093 $ 3,990,545
21 Travel & Transportation of Persons $ 956,570 $ 845,006
22 Transportation of Things $ 66,866 3 86,137
23 Rent, Communications, & Utilities $ 2,374,947 $ 2,326,078
24 Printing & Reproduction S 18,686 § 20,989
25 Other Contractual Services $ 3,291,946 $ 3,453,861
26 Supplies & Materials $ 252,417 $§ 196,606
31 Acquisition of Assets $ 477914 $ 511,614
Total $25,117,100 $23,275,751
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Note 13 — Apportionment Categories of Obligations Incurred

The Board is subject to apportionment. All obligations are incurred against Category A (budgetary
resources are distributed by fiscal year quarter) amounts apportioned on the latest Standard Form (SF)-
132, Apportionment and Reapportionment Schedule.

[ FY 2009 FY 2008

Direct

Category A $24.862,664 $23,268,517

Note 14 — Undelivered Orders at the End of the Period

The amount of Unpaid Obligated Balance, Net, End of Period shown on the Statement of Budgetary
Resources includes obligations relating to Undelivered Orders (goods and services contracted for but not
yet received at the end of the year) and Accounts Payable (amounts owed at the end of the year by the
Board for good and services received). The amount of each is as follows:

Undelivered Orders Accounts Payable Unpaid Obl. Balance, Net
FY 2009 " 4,001,638 $1,824,288 $5,825,946
| FY 2008 | $3.811,029 , $1,659,581 $5,470,610

In addition, in FY 2008 the Board had $155,000 in prepaid Undelivered Orders relating to the advance
payment to the Library of Congress (reference Note 3).

Note 15 — Explanation of Differences between the Statement of Budgetary Resources and the
Budget of the United States Government

Budgetary resources made available to the Board include current appropriations, unobligated
appropriations and recoveries of prior year obligations. For fiscal year 2008, no material differences exist
between the amounts on the Statements of Budgetary Resource and the amounts in the fiscal year 2010
President’s Budget which are rounded to the nearest million. As the FY 2011 President’s Budget is not
yet available, comparison between the Statement of Budgetary Resources and the actual FY 2009 data in
the FY 2011 Budget cannot be performed.

Note 16 — Explanation of the Relationship Between Liabilities Not Covered by Budgetary Resources

on the Balance Sheet and the Change in Components Requiring or Generating Resources in Future
Periods

The Change in Components Requiring or Generating Resources in Future Periods equals the difference
between the opening and ending balances of Liabilities Not Covered by Budgetary Resources (as shown
on the Balance Sheet, reference Note 6), shown as follows:
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FY 2009
FY 2008 FY 2009 Change
Unfunded Annual Leave $871.316 $904.,000 $32.684
Workers Compensation $ 7523 $ 4243 (S 3.280)
Total $878.839 $908,243 $29.404
FY 2008
FY 2007 FY 2008 Change
Unfunded Annual Leave $794,541 $871.316 $76,775
Workers Compensation $ 8.94] § 7,523 ($ 1.418)
Total $803,482 $878,839 $75,357

Note accrued funded payroll liability is covered by budgetary resources and is included in the net cost of
operations, whereas unfunded annual leave liability includes the expense related to the increase in annual
leave liability for which the budgetary resources will be provided in a subsequent period.

Note 17 — Reconciliation of Net Cost of Operations (proprietary) to Budget

Budgetary resources obligated are obligations for personnel, goods, services, benefits, etc. made by Board
in order to conduct operations or acquire assets. Other (i.e., non-budgetary) financing resources are also
utilized by Board in its program (proprictary) operations. For example, spending authority from
offsetting collections and recoveries are financial resources from the recoveries of prior year obligations
(e.g.. the completion of a contract where not all the funds were used) and refunds or other collections (i.e.,
funds used to conduct operations that were previously budgeted). As explained in Notes 1(i) and 8. an
imputed financing source is recognized for future federal employee benefits costs incurred for Board
employees that will be funded by OPM. Changes in budgetary resources obligated for goods, services,
and benefits ordered by not yet provided represents the difference between the beginning and ending
balances of undelivered orders (i.e., good and services received during the year based on obligations
incurred the prior year represent a cost of operations not funded from budgetary resources). Resources
that finance the acquisition of assets are budgetary resources used to finance assets and not cost of
operations (e.g., increases in accounts receivables or capitalized assets). Financing sources yet to be
provided represents financing that will be provided in future periods for future costs that are recognized in
determining the net cost of operations for the present period. Finally, components not requiring or
generating resources are costs included in the net cost of operations that do not require resources (e.g.,
depreciation and amortized expenses of assets previously capitalized).

A reconciliation between budgetary resources obligated and net cost of operations (i.e., providing an

explanation between budgetary and financial (proprietary) accounting) is as follows (note: in prior years
this information was presented as a separate financial statement (the Statement of Financing)):
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FY 2009 FY 2008

Budgetary Resources Obligated $24 862,664 $23,268,517
Spending Authority from Recoveries and Offsetting Collections (464,294) (658,682)
Imputed Financing from Costs Absorbed by Others 667,370 617,632
Changes in Budgetary Resources Obligated for Goods, Services, and (35,638) 84,009
Benefits Ordered but Not Yet Provided
Resources that Finance the Acquisition of Assets (207,571) (363.353)
Financing Sources Yet to be Provided (see Note 15) 29.404 75,357
Components Not Requiring or Generating Resources 265,165 252,271

| Net Cost of Operations $25,117,100 $23,275,751
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C&A
CD
CFR
CY
DAF
DNFSB
DOE
FASAB
FBWT
FISMA
FMFIA
FY
GAAP
GSA
GPRA
HEPA
HLW
INL
ISM
JCO
LANL
LLNL
NCS
NNSA
NTS
OMB
ORNL
PAR
PDP
SNL
SRS
WIPP
WTP
Y-12
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APPENDIX A: LIST OF ABBREVIATIONS AND ACRONYMS

Certification & Accreditation

Critical Decision

Code of Federal Regulations

Calendar Year

Device Assembly Facility

Defense Nuclear Facilities Safety Board
(U.S.) Department of Energy

Federal Accounting Standards Advisory Board
Fund Balance with Treasury

Federal Information Security Management Act
Federal Managers Financial Integrity Act of 1982
Fiscal Year

Generally Accepted Accounting Principles
General Services Administration
Government Performance and Results Act
High-Efficiency Particulate Air (filter)
High-Level Waste

Idaho National Laboratory

Integrated Safety Management
Justification for Continuing Operation
Los Alamos National Laboratory
Lawrence Livermore National Laboratory
Nuclear Criticality Safety

National Nuclear Security Administration
Nevada Test Site

Office of Management and Budget

Oak Ridge National Laboratory
Performance and Accountability Report
Professional Development Program
Sandia National Laboratories

Savannah River Site

Waste Isolation Pilot Plant

Waste Treatment Plant (at Hanford)

Y-12 National Security Complex
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