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Continued Operation of the Chemistry and MNulJurgy Research Facility. In letters dated October 23, 2007,
and May 16,2008. the Board questioned DOE's decision to operate the 5S·year-old Chemistry and Metallurgy
Research facility an estimated six years pastlhe previously planned shutdown dale of2010. Continued operation of
this facility in its current condition poses risks to workers and the public thai have not been comprehensively
evaluated since 1998. Given the age. material condition, nuclear material inventory, and seismic fragility of Ihe
facility. the Board encouraged DOE to assess these risks promptly and evaluate alternative means of accomplishing
programmatic requirements. In response. DOE has committed to provide a safety rationale for continuing
operations to the Board by October 2008.

Integrated Nuclear Planning. The Board identified that DOE had not demonstrated formal mechanisms to ensure
that design requirements and interfaces for pit manufacturing at LANL were approprialcly managed and controlled
across the suite of projecls that contribute to the future plutonium processing infrastructure. In response, DOE has
developed an Integrated Nuclear Planning process to improve coordination among its projects as national security
mission requirements nrc refined. While this process is immature, it should help ensure beller integration of the
projects and facilities that provide the required suppon infrastructure. with benefits for bolh safety and program
success.

TransurlInic Wasil' Opl'ralions al L.Al'lL In a leller datcd January 18,2007, the Board urged NNSA 10 promptly
dcvelop a viable pathway for shipping high-activity transuranic waste drums to the Waste Isolation Pilot Plant for
disposal. Postulated accident scenarios involving these drums predict high consequences because of their
radiological loading, the proximity of the storage area to the site boundary, and the lack of robust engineered
controls. In response, DOE has bolstered waste disposition work at LANL by facility infrastructure upgrades, new
safety basis documents, and training and qualification of operators, By April 2008, NNSA had remedinted all of the
high-activity drums available for procesl\ing. Preparations arc underway for venting operations on the remaining
drums to allow processing and disposal.

Nuclear Criticalil)' Sorel)' at LANL. The Board has provided safety oversight of the laboratory's attempt to
develop a standards·based nuclear criticality safety program. During 2007, the Board assessed opcrations in the
Plutonium Facility's vault for special nuclear materials and issued a letter on September 10, 2007, expressing
concern over the laboratory's Materials Accountability and Safeguards System software and the criticality safety
documentation for the vault. Subsequent to these questions, the laboratory determined the adequacy of some
criticality safety evaluations to be in doubt. As a result, fissile material operations were paused until limits were
reviewed and confirmcd to be defensible.

LA1"1L Plutonium Facility Confinement "l'ntilalion. The decade·old safety basis for the Plutonium Facility
credits a passive confinement strategy instead of active confinement ventilation as a safety-class control to protect
the public from postulated accidents. As pan of DOE's implementation plan for Recommendation 2004-2, an
evaluation of the facility's confinement strategy was completed in parallel with a separate effon to develop a new
safety basis for Ihe facility. Unfonunalely, the proposed safely basis upgrade continues to rely on a passive
confinement strategy. DOE is currently evaluating a list of upgrades that would ultimately bring ponions of the
ventilation system up to safety-class status.

Doeumcnt('d Safety Analysis for the LANL Plutonium Facility, On May 30, 2008, the Board issued a letter
identifying conccrns regarding the lack of pedigree for software used by LANL to develop safety basis documents at
the Plutonium Facility. This issue was the result of a site-wide failure to ensure compliance with software quality
provisions of 10 CFR 830 Subpan A and DOE Order 414.1 C. Quality Assurance. LANL responded quickly to this
deficiency and revised internal procedures to apply appropriate quality assurance measures to such software.
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Transition of Contract Management at LLNL. On October I, 2007, Lawrence Livermore National Security
assumed management responsibility for operations at LLNL. The Board evaluated the nuclear and radiological
safety-relatcd directives and standards contained in the new contract and the organizational restructuring of the
nuclear facilities and found no issues. In panicular, DOE Standard 1098, Radiological COlllrol Slandard. absent
from the previous contract, is contained in the current contract.

Updated Documented Safety Analysis (DSA) for the Plutonium Facility at LLNL, Thc Board reviewed the
recently submined first annual update to the DSA for the Plutonium Facility at LLNL. The first annual update for
the Plutonium Facility was delayed one year to complete implementation of the DSA approved in April 2006. The
Board found the updated DSA was an improvement from the previously implemented DSA.

Work Planning and Control at LLNL. As pan of the implementation plan for the Board's Recommendation
2004-1, Oversight of Complex, High-Ha:.anls Operations. DOE promulgated a document in 2006 that provided the
allributes and best practices of a successful work planning and control process. In a recent review, the Board noted
that the LLNL contractor and the Livermore Site Office had little knowledge of the DOE !tttributes and besl
practiccs document. Thc Board also noted deficiencies with the work planning and control process and ongoing
etrons at LLNL to improvc and institutionalize the process across the sileo The Board encouraged the current effons
to improve and standardize the process.

Rrcomm('ndatiOIl 2005-1. The Board issued Recommendation 2005-1, Nuclcar Material Packaging. to increase
protection for workers involved in thc slorage and handling of nuclear malerials. In 2007. the Board workcd 10
ensure that DOE developed a technically justified packaging manual as pan of the recommcndation's
implemcntation. In March 2008, after making improvements suggested by the Board. DOE issued DOE Manual
441.1-1, Nllclcar Malerial Packaging Mmlllfli. The DOE sites are currcntly developing repackaging schedules in
suppon ofsending the final complex-wide implcmcntation schedule to the Board.
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PERFORMANCE GOAL 2: NUCLEAR MATERIAL PROCESSING AND STABILIZATION

The processing, stabilization, and disposition of DOE defense nuclear materials arc performed in a
manner that ensures adequate protection of health and safet)' of the workers and the public.

OUTCOME: DOE will have acknowledged, acted upon, andlor resolved the health and
safely issues raised by the Board. Follow·up technical evaluation of DOE's
nuclear materials management and facility disposition activities will verify
necessary improvements in safety, as DOE meets its commitments 10 the Board
to stabilize and dispose of hawrdous nuclear materials.

FY 2008 Performance Objectives:

The Board and its staff will conduct Ilssessments of DOE's cffom to characterize, stabilize, process, and safcly store
plutonium. uranium, and other actinides, residues, spent fuel. and wastes from the nuclear weapons program to
ensure that these efforts arc perfonned safely and that the risks posed by thcse materials arc addressed in a timely
manner. These rcviews will be conducted using the principles of Integrated Safety Managemcnt and will include
assessmellls of the adequacy of current storage conditions, evaluations of proposed treatment and disposal
technologies, evaluations of the design of new facilities and process lines. assessments of facility readiness to safely
begin new operations (including implementation of 10 CFR 830, Nilclcar SafelY Management), the safety of
ongoing operations. and Ihe suitability of long-teon storage and disposal facilities. Represenlative areas for review
include:

Safe long-tcrnl storage of neptunium oxides at the Idaho National Laboratory (INL) (Recommendations 94­
1/2000-1).
Complex-wide consolidation and disposition of special nuclear materials.
Stabilization and disposal of plutonium-bearing residues at Los Alamos National Laboratory (LANL)
(Recommendations 94-112000-1).
Safety of effons to consolidate. store, and disposition spent nuclear fuel lit l'lanford, INL, and SRS.
Conceptual design of systems to treat and store spent nuclear fuel sludge at the Hanford Site (Recommendations
94-1/2000-1).
Safety of design of modifications 10 Building 3019 at the Oak Ridge National Laboratory in preparation fOr the
processing ofuranium-233 inventory.
Design oftrcatment facilities for high level waste (HLW) liquids and salts at SRS and system improvements to
ensure safe management of the SRS HLW (Recommendation 2001-1).
Waste removal and preparation for closure of selected HLW tanks at SRS.
Maintaining HLW tank structural intcgrity at SRS and the 1·lanford Site and application of the results of DOE's
cOrTosion testing program to COrrosion chemistry comrols.
Safc operation of HLW retrieval and transfer systems at thc Hanford tank fanns.
Conduct of operations and work planning at thc Hanford Site.
Safety ofsupplememal processing and treatmcnt of waste from Hanford tanks.
Safety ofthc retrieval, characterization, and packaging oftransuranic (TRU) waste drums and other containcrs.
Safe operations at the Melton Valley TRUlalpha low lcvel waste processing facility at Oak Ridge National
Laboratory.
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FY 2008 Measured Performance:

Nuclear Materials Stabilization and Storage at LANL. In response to the Board's Recommendation 2000-1,
DOE completed lhe stabili7.3tion of all non-weapons grade plulonium al LANL. DOE plans to complete the four
remaining LANL commitments in the Implemenlation Plan for Recommendation 2000-1 by December 2009.

Uranium-H) Downblending at ORNL. The Board issued a Project Leiter {O DOE following the Critical Decision
(CD)-2/3A approval for the Uranium-13) Downblending and Disposition Project. The letlcr identified several
safety concerns for DOE to consider as the project progresses. DOE accepted these issues and is working to address
all aClnero.

Hanford K·BlIsin Spent FuC'! Disposition. The Board verified the safety of operations at the Hanford K·West
Basin by observing the DOE Operational Readiness Review for the restan of fuel cleaning and packaging. This
elTon will package the small amounts of fuel remaining after the main fuel retrieval elTon was completed in 2004.

IllInford Sludge Retrieval and Disposition Projeel. The Board reviewed the project management processes
instituted following the return of the sludge projecl to the conceptual design phase. The Board noted problems with
DOE's planned implementation of the project management requirements such as alternatives analysis and fonnal
project reviews. DOE took corrcctive actions to implcment the requirements.

Inlerim Sail I>isposition Project at SRS. In response to thc Board's Recommendalion 2001-1. SRS Waste
Mallagement. DOE began operation of the Actinide Removal Process and Modular Caustic Side Solvent Extraction
Unit to remove and process sail waste contained in high-level waste (HLW) storage tanks at SRS. The Board
monitored the perfonnance of the DOE and contractor rcadiness reviews prior to the start of radioaclive operations
and found them to be satisfactory.

I-ILW Siorage in Tank II lit SRS. The Board reviewed DOE's plans to store additional HLW in Tank II lit SRS.
This tank is considered a non-compliant tank due to its single-shell design. To ensure safe storage of the waste,
DOE and the Board agreed to a set of stringent controls and compensatory measures to be in place prior to the
transfer o[waste into Tank II.

Vilal SafcI)' Systems al SRS I-ILW Tank Farms. The Board conducted a review of selected safety systems at the
SRS HLW lank fanns. The Board found Ihat the contractor's system engineer program did not ful1y meet the
requirements of DOE Order 420.1 B, Facility Safety. and that DOE had a shonage of safety system oversight
engineers in the HLW tank fanns. Based on the Board's review, DOE initiated a number of corrective actions to
address these deficiencies.

IILW Tank Integrii)' Program at SRS. The Board reviewed the HLW tank integrity program at SRS, focusing on
the ultrasonic testing of the HLW tanks. The Board found that the ultrasonic test plan did not require the re­
examination of known pitting to evaluate its extent and growth rates. In addition, the Board found that the potential
for pitting at the liquid-air interface in stagnant waste was not adequately addressed. The Board issued a letter to
DOE requesting a briefing on actions to be taken to address these shoncomings.

Cleaning of ULW Tanks at SRS. DOE continues to remove waste from various HLW tanks at SRS in preparation
for final closure of the tanks. The Board reviewed the chemical cleaning of HLW Tanks 5 and 6, and found that the
cleaning was being safely perfonned. The Board also observed the contractor readiness assessment for the
mechanical cleaning of HLW Tanks 18 and 19, and found that the contractor had prematurely declared readiness 10

operate.
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Cone-eli\'(" Actions from Wasle Spill al Hanford Tank Farms. Following the spill of radioactive wastes at
I-lanford's Tank Fanns in July 2007, DOE completed several investigations and issued corresponding corrective
action plans. The Board conducted reviews of the adequacy of the corrective actions and the implementation of
those actions. The Board identified several concerns and made observations regarding conduct of operations,
emergency management, oversight, and the issues management program. DOE is working to resolve the issues.
The Board also monitored the spill clean-up cITon... thai wcrc completed in July 2008.

Comp!t'X-Wid(' HLW Tank Integrity. The Board encouraged DOE to cOlllinue laboratory and in-situ testing of
corrosion mectumisms related to the HLW tanks. This effort is expected to help ensure that DOE's tanks can
continue to pcrform as designed for an anticipated 30 or more years. The Board continued to evaluate the overall
structural and seismic integrity of the double-shell HLW tanks, and DOE continues 10 examine double-shell tanks
for pitting and wall thinning.

SafNy Syslems at the Ibnford Tank Farms, As part of evaluating the infrastructure and life extension of the
HLW tanks at '·Ianford. the Board conducted several reviews thai focused on certain vital safety systems. The
Board reviewed the maintenance management program, the electrical distribution system, and the digital
instrumemation and comrols of safety-related systems at the Tank Fanns. The Board noted several deficiencies and
continued 10 work with DOE to resolve these issues.

Electrical Cables al the Plutonium .-inishing Plant. The Board reviewed electrical safety at the Plutonium
Finishing Plant at Hanford and found that DOE had not evaluated electrical cables for extended life. The Board
pointed out the requirements for such an evaluation and suggested some example programs for DOE to follow.

Oak Ridgt' National Laboratory Shielded Transfer Tanks. The Board reviewed the storage conditions of highly
radioactive wastes stored in five Shielded Transfer Tanks at Oak Ridge National Laboratory. The Board found the
tanks 10 be sufficiently robusl 10 comain any generated gases and to remain safely in storage for an extended period
of time.

Tnutsuranic (TRU) Waste Remediation at SRS. The Board provided oversight of TRU waSle operations at
SRS's Solid Waste Management Facility and F-Canyon, ensuring that the proper safety controls were in place for
both planned operations and during Ihe recovery from anomalous events. The Board also observed the venting of
bulged TRU waste drums and provided feedback to the site management for reducing risk to workers during these
operations. Site workers have subsequently vented all of the legacy TRU waste drums.

Retrieval, Characterization, and Packaging of TRU Waste. The Board verified the safety of TRU retrieval,
characterization. and packaging activities for TRU waste drums and other comainers at the l'lanford Site and Ihe
Idaho Cleanup Project. The Board also assessed the interface between WIPP's Central Characterization Projecl and
Idaho's operating contractors for the Accelerated Retrieval Project and the Advanced Mixed Waste Trealment
Project, providing suggested improvements to DOE.

Remote-Handled TRU Waste at Oak Ridge National Laboratory. The Board verified the safcty of
characterization and packaging of remOle-handled TRU waste at Oak Ridge National Laboratory. The verification
included a review of the safety basis documents and observation of the DOE operational readiness review.

Naliollltl TRU WaSIl,' Program. The Board assessed the overall progress of DOE efforts to eliminate the long-term
safety hazard inherent in TRU waste storage at various sites across the complex. The Board evaluated the progress
reponed by the DOE TRU Waste Corporate Board and made suggestions where appropriate.
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PERFORMANCE GOAL 3: NUCLEAR FACILITIES DESIGN AND INFRASTRUCTURE

New DOE defense nuclear facilities, and major modifications to existing facilities, arc 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 2008 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 completcd. In general, the reviews will evaluate the
adequacy of geotechnical specifications and hazards analyses; the design of safety-related structures, systems and
components (SSe); and the adequacy of SSC installation, stanup and operational readiness. Candidates for review
include:

• Continue design and construction reviews of the waste Treatment Plant nt the j'lanford Site.

• Review the final design and review construction of the Demonstration Bulk Vitrification Facility at the '·Ianford
Site.

• Complete review of the design and continue construction reviews of the Integrated Waste Treatment Unit for
treatment of sodium-bearing waste at the Idaho National Laboratory.

• Review the final design and stan of construction of the Chemistry and Metallurgical Research Replacement
Facility at the Los Alamos National Laboratory.

• Review design and construction of the Criticality Experiments Facility at the Device Assembly Facility at the
Nevada Test Site.

• Review the final design of the Pit Disassembly and Conversion Facility at SRS.

• Review the final design and construction of the Salt Waste Processing Facility at SRS.

• Continue construction reviews and review preparations for stan of operations for the Highly Enriched Uranium
Materials Facility at the Y-12 National Security Complex.

• Review the preliminary design of the Uranium Processing Facility at the Y-12 National Security Complex.

As a result of these reviews, DOE will have acknowledged, acted upon, and/or resolved the health and safety issues
raised by the Board. Fol1ow.up technical evaluation will verify necessary safety improvement in the design and
construction of DOE's new nuclear facilities and major modification to existing facilities. New nuclear facility
design... will meet acceptable safelY standards.
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FY 2008 Measured Performance:

Sarl'ty·in-Design: As a result of the Board's three public meetings on safety-in-design, the DOE concluded new
guidance was needed. With significant Board involvement, DOE developed and published DOE Standard 1189.
Integration of Safet)' imo Ihe Design Process, in March 2008. This standard establishes me Depanmcnl's
expectations for identifying and resolving safety issues earlier in the design process and clarifies expectations
associated with seismic design criteria, protection of co-located workers, and the significance of developing a safety
design strategy early in the project life cycle.

The Board expects that as this standard is fully implemented, consistent with tht: stratcgy outlined in the Joint Repon
to Congress dated July 19, 2007, the imponant safety aspects of the design will be addressed earlier and if issues
arise, they will be addressed and resolved earlier and without the significant cost or schcdule impacts that have been
historically observed.

Board Recommendation 2008-1, Classification of Firf! Protection SY~items, During reviews of the design of new
nuclear facilities, it was apparent that consistent design criteria and operational requiremcms needed to be developcd
for safety-related fire protection systems. In this Recommendation, the Board idemified the need for standards
applicable to the design and operation of fire protection systems relied upon to protect the public and workers in
defense nuclear facilities. DOE accepted this Recommendation and is the process of developing the needed criteria.
As a compensatory measure, DOE will quickly develop interim design criteria for the type of fire suppression
system most commonly in use.

Waste Treatment Plant (\VTP) at the Hanford Site, The Board has continued its review of the design and
con.<;truction ofimponant-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,

• Following resolution of issues related to seismic design criteria, DOE submilled for Board review technical
repons supponing the final summary structural repons for the Pretreatment and High Level Waste
Facilities. DOE is incorporating Board commellls and continues to prepare final repons. DOE is
continuing to work on the final structural design for these facilities. The Board expects that DOE will
satisfactorily complete the structural design for the Pretreatment and High Level Waste Facilities and
submit summary structural repons that fully demonstrate that the WTP facilities meet all structural design
requirements.

• In a letter dated June 24, 2008, the Board noted concerns with the contractor's proposed implementation of
OOE Standard 1066, Fire Protection Design Criteria, for protection of confinement ventilation systems
from the effects of a fire. The exhaust high-efficiency particulate air filters in the ventilation systems
provide a safety function and need to be protected from fires to ensure they perform as expected. DOE
rejected the contractor's proposal and directed the contractor to resubmit the safety strategy for protecting
the filters with adequate technical justification.

• The Board's June 24, 2008, letter noted Utat the issues with the contractor's implementation of DOE
Standard 1066 provided an example of concerns with the project's Decision to Deviate process;
specifically, the delay in resolution of safety concerns resulting in cost and schedule risks.

Demonstration Bulk Vitrification Facilit)' at the Hanford Site, The Board had identified concerns with the
confinement strategy being developed for the nuclear wastes that would be processed in the Demonstration Bulk
Vitrification Facility at the Hanford Site. DOE and project personnel revised the confinement strategy, leading to
improvements in the confinemelll design for the facility. In December 2007, project personnel presented technical
analyses and discussions supponing the adequacy of this strategy. The Board is now satisfied that the project's
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strategy for confinement is adequate. In 2008, the project was put on hold and placed in a condition to support
cithcr restart or tennination in FY 2010. The final design was completed and submilled to DOE in May 2008.

Wast£' F£'£'d O£,Ii\'£'r)' Trans(£'r Syst£'nl at th£' Hanford Site. The Waste Feed Delivery transfer system will deliver
high-level waste slurries from the Tank Farms to the Waste Treatment Plant. DOE perfonned analyses to detennine
the minimum design pressure rating of the system. In earlier reviews, the Board found that larger or denser particles
could lead to plugging the transfer system. In response to Board concerns, DOE fanned an expert panel on slurry
transfer that evaluated the uncertainties and noted the need for an improved understanding of process variations,
additional testing, and model revisions. DOE completed several reports that addressed the technical issues
associated with the waste transfer. The Board believes its concerns have been adequately addressed and has no
outstanding issues with this facility.

Inl£'grat£'d Wast£' Treatment Unit at Idaho National L.aborator)', The Board identified issues with the structural
design and design basis ground motion used for the facility. The Board reviewed the resolution ofconcerns with the
structural design, particularly the development of the design basis ground motion, inputs into the soil-structure
interaction analysis, and the use of mechanically anchored reinforcing bar, and concluded these issues had been
satisfactorily addressed by DOE. The Board also reviewed the resolution of several concerns identified by the
Board in a project letter issued at the beginning of 2007; progress has been made on several issues. DOE
deternlined the root cause of an over-temperature event in the pilot plant's charcoal bcd, and the subsequent design
modifications to address the issue were assessed by the Board to be satisfactory. DOE is still addressing concerns
with the design of a small portion ofa safety system and validation of some assumptions made in the safety basis.

Radioactive Liquid Waste Treatment Facilit)' Replacem£'lIf Project at L.os Alamos National L.aboratory. The
Board reviewed the preliminary design of the facility, and concluded the weak integration of the safety and design
processes and weak federal oversight resulted in problems with safcty basis development, material selection,
determination of seismic design requirements, and configuration managcment. The Board continued to pursue the
rc~lution of these concerns.

Chemistry and J\1£'tallurg)' Research Replacl'menl Facility at L.os Alamos National Laboratory. The Board's
review of the preliminary design and draft Preliminary Documented Safety Analysis for this facility identified
several issues with the safety strategy and selection of safety controls. During the past year, progress has been made
towards addressing these concerns. DOE has revised thc safety strategy and safety documentation and plans to
complete a Technical Independent Project Review before proceeding to the final design stage. The Board intends to
review the final preliminary design and Preliminary Documented Safety Analysis and subsequently issue a project
leller documenting any remaining issues that would need to be addressed during final design.

Criticality Experiments Facility and DeYice Ass£'mbly Facility at the Ne\'ada Test Site. The criticality testing
capability from TA·18 at Los Alamos National Laboratory 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 August 16,2006, the
Board noted concerns with extensive cracking and water leaks in the Device Assembly Facility. After further Board
urging, DOE has now conducted concrete strength testing and is evaluating the results to ensure the facility can
perfonn its design function. In a letter dated January 18,2008, the Board also highlighted the lack of progress in
addressing ongoing operational problems and design deficiencies in the water supply to the safety-related fire
suppression systems. DOE is now conducting several studies to culminate in a recommendation in FY 2009 for
correcting the vulnerabilities with the water supply.

Salt Wast£' Processing Facility at the Savannah River Sit£'. The Board reviewed the final design, structural
calculations, and chemical processes for the facility. The review of the structural design focused on the resolution of
previously identified deficiencies in the analysis of the facility's ability 10 resist natural phenomena hazards; the
Board concluded that the structural design was adequate. The review of the chemical processes identified the need
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10 evaluate Ihe impact oflhermolysis on the generation of nammable gases in the process vessels. As a result of the
Board's review, the DOE initiated testing to validate the assumptions made in the safety basis regarding generation
of nammable gases.

Wasle Solidification Building at tht' Savannah R..i\'er Site, In a letter dated June 25, 2008, the Board identified
structural issues related to the roof design and the analytical approach to difTerential selllement. The Board has
worked closely with the project to bring the issues identified in the leller to resolution. Additionally, the Board
identified safely basis issues in a letter daled July 15, 2008, related to the application of DOE Standard 1189 to the
design process and the analytical approach to evaluating hydrogen explosions in unvented pipes. The Board will
continue to bring open issues 10 resolution and complete a final design review of the Critical Decision-2/) design
package prior to its approval.

Pil Disass('mbly and Conv('f!lion Facility at tht' Sa\'annah Riv('( Site. Despite the slowdown in the Pit
Disassembly and Conversion Facility project, the Board continued to review selected aspects of the safety of the
design of Ihe Pit Disassembly and Conversion Facility. As a result of the Board questioning the basis for fire
loading assumptions in the Documented Safety Analysis for the facility, DOE performed fire testing of gloveboxes
typical of those planned for the facility. The resull!! showed that a potential fire could bc much more vigorous than
expected. The Board's staff provided a list of concerns to DOE regarding the assumptions on combustible loadings
in the facility in the event of a facility fire. Further work must be perfornled by DOE and its contraclor.

Highly Enriched Uranium Malt'rials Facility at the Y-12 Nalional Security Complex. In a leller dated February
6, 2008, the Board identified that the water supply for the safety-significant fire suppression system in the facility
was not classified as safety-significant consistent with design basis requirements. This safcty classification would
help ensure that the water supply system was reliable through more rigorous design, construction. maintenance, and
configuration control. Subsequently, DOE developed actions to increase the reliability of the fire protection water
supply system for the facility. These aclions include: a commitment to connect to the Uranium Processing Facility
safety-significant watcr supply tanks when completed, to provide a safety-significant water supply pressure monitor,
and to incorporate safely-related configuration controls to assure availability of a dedicated now path in the current
supply system. The Board believes these actions address the Board's concern with the water supply system and
considers this item closed.

Highly Enriched Uranium Materials Fadlity al the Y-12 National Security Complex. As the Highly Enriched
Uranium Materials Facility was being constructed. numerous quality problems with concrete placements became
evident. The Board ensured that evaluations of defects were technically appropriate and reviewed the corrective
actions proposed by the project. The Board believed additional actions were necessary. These actions were
subsequelllly incorporated into the corrective action plan. These actions helped ensure that the building met its
functional design requiremems.

Uranium Processing Facility al the Y-12 National St'curity Complt'x. The project entered the preliminary design
phase in FY 2008. The Board has also conducted reviews of the project management, DOE oversight, geolechnical
and structural design, design criteria development, subcontract requirements, and technology development. These
reviews have served to address other open items from the Board's August 9, 2007, project letter and have provided
timely input 10 improve the projecl design inputs. In a leiter dated January 17, 2008, the Board identified issues with
the radiological dose consequence methodology to be used for the project. Discussions with DOE following this
letter resulted in DOE instituting an acceptable methodology, closing a significant issue identified in the Board's
projecllelter and Quanerly Repon to Congress.

Filter Test Facility. Nuclear-grade high-efficiency paniculate air (HEPA) filters are used in essentially all new
nuclear facilities and 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 Ihe nuclear filters as
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reponed by the Filter Test Facility. At the time, little DOE action was underway to try to resolve these quality
concerns. In response to the Board's letter, DOE developed a plan ofaelian to: (I) investigate and correcilhe root
cause of increased rejection rates of HErA fillers, (2) assess the potential degradation of critical quality
manufacturing attributes that arc nOI explicitly tested, and (3) reassess the adequacy offillCrs considered non-safcty­
relnted thai are nat tested at the facility. The Board considers these actions appropriate.
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PERFORMANCE GOAL 4: NUCLEAR SAFETY PROGRAMS AND ANALYSIS

DOE regulations l requirements, and guidance are developed l implemented, and maintained; and
safd)' prog....ms Itt defense nuclear facilities are eslablished aDd implemented; as necessary to
protect adequately Ihe health and safely or Ihe workers and the public.

FY 2008 Performance Objectives:

The Board will continue to assess the adequacy orproposed changes to DOE directives to ensure rnat any revisions
are appropriate and adequate. The results of reviews completed by the Board will be provided to DOE for action.
The Board anticipates that approximately 20 DOE directives thaI may impact public and worker health and safety
require review, of which two or three arc likely to require significanl Board and staff interaction to ensure salisfactory
resolution of polelllial issues. In lhose rare cases in which new directives are detennined to be required, the Board
will work with DOE to ensure thaI lhe applicable documents arc developed adequalCly. The Board also expects to
continue its involvement in the eITons of the National Nuclear Security Administration (NNSA) to establish its own
directive system. It is estimaled thaI IS NNSA directives will also require review. As a result of these reviews, new
or modified health and safety directives will be issued in an enhanced foml, resulting in improved safelY through
standardized requiremenls and guidance that provide for adequate protection of the workers and the public.

The Board will continue its reviews ofDOE's implementation of Integrated Safety Management (ISM), as well as
ongoing efforts to make ISM more effective. At least live reviews will be eompleled. Candidales for review include;

• Activity-level ISM implementation at sites with perfonnance indicators judged to have higher than expected
rates ofabnonnal occurrences relalcd to \vorker proleclion.

• Validation ofot leost one site office review of activity-level ISM.
• Validation of at least one ISM revicw by the DOE Office of Independent Oversighl
• Implementation and effectiveness of ISM at defense nuclear facililies.

The Board has noted lhal considerable progress has been made in the implementation of ISM, but thaI continued
DOE efforts are necessary to mointain ISM systems and ensure conlinuous improvement across the complex.
Specific functional areas will be sampled to a grealer depth, such as training and qualification, quality assurance,
nuclear criticality safety, software quality assurance. conduct of operations, configuration managemenl, mainlenance
management, lind readiness preparations. As a result of these revie\\'S. DOE will be expected to provide an adequate
approach and schedule for resolution of identified issues that suppons safe operation ofdefense nuclear facilities.

FY 2008 Measured Performance:

DOE Direclives. As part of ilS continuing review of new lind revised DOE directives, the Board and its staff
evaluated and provided constructive critiques of over 50 directives associated with, bUI not limited to nuclear design
criteria, radiological prolection, maintenance managemenl, worker protection, and project management. Al year's
end, the staffwDs in lhe process of resolving issues regarding revisions or drafts of 14 pending directives to improve
the contenl. clarity, and consistency of safety requirements and guidance. Examples of directives completed in 2008
include:

DOE Order 450.IA, Envirollmenral Protecrioll Program

• DOE Manual 460.2-IA, RmJioac::ril'e Alalerial Transportation Praclices Manual for Use \\lith DOE Ortler
460.1A
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• DOE Guide 441.1-1C. Radialia" ProtectiOIl Programs Guide for Use with Tirle 10, CFR, Part 835.
Occupational Radialian Protection

• DOE Handbook· I I 13·2008, Radiological SafelY Training for Uranium Facilities

• DOE Manual 441, I-I, Nrlcfeor Material Packaging Manual

• DOE-Standard-1189-2008, lmegration a/Safety Into the Design Process

• DOE-Slandard-1185-2007, Nucle'J" Explosive Safety SllIdy FllnC/iollol Area QlIlllificolion Sumdard

Use of Quantilati"e Risk Assessmt'nl Methodologies. The Board continued 10 follow DOE's activities associated
wilh the use of quantitative risk assessment at defense nuclear racHilies. Previously. the Board conduclCd a
comprehensive assessment of DOE"s policies, programs, processes, and procedures with respect to the use of
quantitative risk assessment and related methodologies and found that additional guidance was warranted. DOE
developed a number of draft policics and implementation guides to address the usc of risk methodologies in the
defense nuclear complex. The Board provided numerous conuncnts on the documents and continues to aid DOE in
rclining and revising these documents with a goal of issuing a draft Policy and Guide to the complex for formal
conunent and review.

n.ccomm£'ndlltion 2007.1, Sufety-Reluted In Situ NondeS!rJlct;ve A.\:"ay ofRadioactive Materials. DOE issued an
Implcmentation Plan addressing the actions from the Recommendation in October 2007. After DOE made several
changcs including additional ODE commitments, the Board accepted the plan in April 2008. DOE has
accomplished the first milestones under the plan, including establishment and funding of the Technical Support
Group. which is comprised of senior DOE and contrac!Or personnel with significant experience in nondestructive
assay. The Technical Support Group is currently developing lines of inquiry to be used during site reviews, which
are planned 10 start in early calendar year 2009.

Nuclcar Criticality Safety (NCS). In a letler to DOE in January 2008, the Board expressed concerns that DOE
reviews of criticality safety may not be of sufficient depth to accurately assess the health of NCS programs. NCS
problems discovered by the Board at Los Alamos National Laboratory in latc FY 2007 underscore the need for an
effective review strategy, since these problems had been missed during earlier reviews by DOE. The Board
modified the annual reporting requirements from the closure of Recommcndation 97-2. Conrinllmioll of Criticality
Safety a/ Defellse Nile/ear f"'aci!ities in the Deportment of Energy, to obtain more specific information on the status
of criticality safety throughout the DOE complex" This includes line management assessments by DOE on the
adequacy of contractor and site office NCS programs, metrics uscd 10 monitor contractor NCS performance, and
NCS engineer staffing for contractors and sitc offices. DOE submitted the 2007 annual report on nuclear criticality
safety in July 2008, and briefed the Board in September 2008. The Board is currently evaluating the activities
described in DOE's repan.

Justifications for Continuing Operlltions. The Board continued it'! review and oversight of DOE's processes and
practices associated with the use of justifications for continuing operations (JCD) at defense nuclear facilities.
Previously, the Board found a number of weaknesses in the JCO process and its implememation at defense nuclear
facilities. In response to the Board's concerns. DOE is developing revised guidance for use in the field in the
development and implementation of JCOs.

Safety System Ocsign, functionality. and Maintenllnce Reviews. In 2008 the Board conducted reviews ofsafcty
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 safcty systems can adequately pcrfoml their
required functions in all operating regimes. DOE will be working throughout FY 2009 to properly disposition these
findings.
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Readiness Re\'iews. The Board continues 10 review directives related to startup and restart of nuclear facililies, as
well as their implementation at defense nuclear facilities. DOE fonned a readiness review working group to ensure
a morc rigorous and conservative impJemcntalion of DOE Order 425.1C, Srarlllp and Restart ofNllclcar Facilities,
and to address other complex-wide startup and restan issues. The working group evaluated the directives
concerning the startup and restart of nuclear facilities and has proposed revisions to the DOE Order 425.1C and
DOE Standard 3006. Plallning anti Camillel of O/Jemtiolla/ RC(ldiness Reviews. The Board observed many of the
discussions concerning the proposed revisions 10 understand the basis for any changes rnal were proposed. The
Board is evaluating the revisions and working with the authors to ensure the specific tenets of Recommendmion 92­
6, Operatiollal Readine:i!>' Reviews, are not minimized in the updated directives.

RecommendatiOIl 2002-1, Quality As.'wrunce!or Safet}. Related Software. On February 7,2008, the Chief Health.
Safety and Sccurity Offieer for DOE proposed a path forward for closure of the olle remaining open action of DOE's
Implemenlation Plan for the Board's Recommendation 2002·1. This aclion item required DOE to perfoml a gap
analysis on the six original toolbox codes to detemline the lletions needed to bring the codes into compliance wilh
Soflware Quality Assurance criteria. Although the gap analyses were completed, follow-up actions needed to
resolve Ihe gaps for each code have yel to be completed. DOE has now de\'cloped a plan and schedule along with
the approach thm will be used 10 resolve the gaps identified in the toolbox code gap analysis reports to allow closure
of Rccommendmion 2002·1 by the end of2008.

RecommendatiOIl 2004-2, Active Confinement Systems. During 2008. all the candidate Environmental
Management (EM) facilities were reviewed against the confinement ventilation system evaluation criteria, and many
gaps wcrc identified. DOE-EM officials are to rcview these gaps and the sites' proposed actions for their resolution,
and submit to the Board recommended actions for modifications to meet the commitments in the Implementation
I)lan. Similarly, the National Nuclear Security Administralion has perfonned an assessment of about a dozen
facilities and idenlified gaps that need to be resolved through facility modifications or compensatory measures. The
Board hu~ also reviewed the DOE design and construction projects to ensure that the proposed design would meet
the intent of the Recommendation and DOE expectations as documented in the Implementation Plan. Resolution of
the identified design improvemellls will significanlly enhance the safety posture of these facilities.

DOE Tedlllical Capability. The Board continues to follow the state of technical competency throughout the
complex. The Board conducted a review of contractor training and qualification programs at Pantex and provided
comments to DOE in a July 8, 2008, letter. The review identified a number of improvements that could enhance the
training and qualification program. DOE is currenlly working to properly disposition these improvement areas.

Activity-Level Work Planning. During 2008, the Board reviewed work planning processes at four sites. The
reviews of LANL and LLNL work planning and control processes indicate that their programs have nOI been fully
implemented and weaknesses still remain, DOE eITons to address these weaknesses to date have been inadequate.

Implementlltion of Safety Basis Controls. Independent validation of implemelltation of safety basis controls is
important to nuclear safety. Some DOE sites have protocols for performing such validations, but DOE lacks
complex-wide requirements and guidance for independent reviews of the implementation of nuclear safety basis
controls. The Board issued a leller on February 5, 2008, identifying this deficiency and requesting DOE to evaluate
the need for such requirements/guidance.

Safet)' Culture Improvement Project. During FY 2008, DOE and its contracton; established a jointly sponsored
task team to develop tools for assessing and improving the safety culture of the federal and contractor work forces.
The initial effort is intended to focus on improving leadership. workforce engagement, and organizational learning,
Improvements in these areas will significantly contribute 10 improving the implementation of integrated safety
management as well as other functional areas related to safety at defense nuclear facilities. The Board has been
closely observing the team's efforts and will continue to evaluate and encourage this effon as it continues 10 mature.
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Chapter 3
CFO Letter, Auditor's Report and Financial Statements

CFO LETTER

I am pleased to report that the Board"s FY 2008 financial statements received an unqualified opinion from
ils independent auditors, ils third consecutive unqualified opinion since its FY2004 financial statements
were initially audited pursuant to the Accountability of Tax Dollars Act (ATDA) of 2002. In addition.
with the removal of the sole prior-year material weakness from the internal control report, I am pleased to
report that FY 2008 marked the first year thai the Board's unqualified opinion was coupled with no
instances of non-eompliance wilh laws and regulations and no material intemal control weaknesses
identified in the accompanying reports.

The financial statements Ihat follow were prepared and audited as part of this perfonnance and
accountability report within 45 days after the end of the fiscal year. To ensure that scarce resources arc
dedicated to fulfilling the demanding health and safety oversight mission, the DNFSB has adopted the
"economics of sC<'llc" 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 2008 financial statcments 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 detennination of financial statement
amounts, and certain other laws in regulations specified in OMS Bulletin 07-04, Audit Requiremenrsfor
Federal Financial Stalemems. For the second consccutive year, the auditors found no instances of non·
compliance with such laws or regulations.

Internal Controls

In planning and perfonning the financial statements audit, the independent auditors considered the
Board's internal controls over financial reporting by obtaining an understanding of our internal controls,
dctem1ining if internal controls had been placed in operation, assessing controls risk, and perfonning tests
of cOlltrols. Testing of internal controls was limited to those controls neccssary to achieve objectives
described in OMB Bulletin 07-04. Thc auditors noted no intemal control material weaknesses.

The auditors' FY 2007 intemal control report noted several significant wcaknesses in the Board's
management of infonnation systems which togcther constituted a significant deficiency. I am pleased to
rcport thm (primarily) as a result of the efforts the Board undertook to complcte its Certification &
Accreditation (C&A) program. which resulted in the Board's General Support System being authorized to
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operate. the material weakness was not a repeat finding. I consider this achievemelll csp(,'Cially
noteworthy and a credit to the Board's IT staff.

The auditor's relX)rt. together with accompanying reports on compliance wilh laws and regulations. and
illlemal cOlllrol are included in their entirety in this Chapter.

Brian Grosner, Chief Financial Officer
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LANI EKO & COMPANY, CPAs, PLLC

110 S. Union Street
Suite 301
Alexandria, VA 22314

INDEPENDENT AUDITOR'S REPORT

Chairman of the Board
Defense Nuclear Facilities Safety Board

Tel.: (703) 647-7444
Fax: 1703) 299-9360

www.laniekocpas.com

We have audited the accompanying balance sheet of the Defense Nuclear Facilities Safety Board
(DNFSB) as of September 30, 2008, and the relatcd statements of net cost, changes in net position, and
budgetary resources for the year then ended. These financial stMements are the responsibility of the
DNFSB's management. Our responsibility is [0 express an opinion on these financial statements based
on our audit. The financial statements of the DNFSB as of September 30, 2007, were audited by other
auditors whose repo" dated November 2, 2007, expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Governmen' Auditing Standard", issued
by the Comptroller General of thc United States; and applicable Office of Management and Budgct
(OMB) guidance for audits of federal financial statements. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whcther the financial statements are free of
material misstatemcnt. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosurcs in thc financial statemcnts. An audit also includcs assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for Ollr opinion.

In Ollr opinion, thc financial stntements referred to above present fairly, in all matcrial respects, the
financial position of the DNFSB as of September 30, 2008, and its net cost, changes in net position, and
budgetary resources for the year then ended in confomlity with accounting principles generally accepted
in the United Statcs of Amcrica.

Management's Discussion and Analysis (MD&A) and othcr accompanying information arc not required
as part of the DNFSB's basic financial statemcnts. For the MD&A, which is required by OMB Circular
A·136, Financial Reporting Reqliiremems, and the Federal Accounting Standards Advisory Board's
Statement of Federal Financial Accounting Standards No. 15, Managemen'·s Discussion and Analysi.\·, we
made ccrtain inquiries of management and compared the information for consistency with thc DNFSB's
audited linancial statements and against other knowledgc obtained during our audit. We also compared
the othcr accompanying information with the audited financial statements. We did not audit the MD&A
or other accompanying information and, therefore, express no opinion on them.
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In accordance with Government Auditing SUl11dard!J'. we have also issued a report datcd Octobcr 31,2008,
on our consideration of the DNFSB's imernal control over financial reporting and a report datcd OClober
31, 2008, on its compliance with laws and regulations. These reports are an imegral part of an audit
performed in accordance wilh Government Auditing S"mdards and should be read in conjunction with
this report in considcring the results of our audit.

OClober 3 I, 2008
Alexandria, VA
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LAN] EKO & COMPAN1~ CPA.~ PLLC

110 S. Union Street
Suite 301
Alexandria, VA 22314

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
WITII LAWS AND REGUL.ATIONS

Chairman of the Board
Defense Nuclear Facilities Safety Board

Tel.: (703) 647·7444
Fax: (703) 299·9360

www.laniekocpas.com

We have audited the financial stfllements of the Defense Nuclear Facilities Safety Board (DNFSB) as of
and for the year ended September 30, 2008, and have issued our report thereon dated October 31, 2008.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in GOl'emmem Auditing Sta/ldarcl\', issued
by the Comptroller General of the United States; and applicable Office of Management and Budget
(OMB) guidance for audits of federal financial statements. These standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements arc free of
material misstatement.

As part of obtaining reasonable assurance about whether the DNFSB's financial statements are free of
material misswtcment, we performed tests of its compliance with certain provisions of applicable laws
and regulations, noncompliance with which could have a direct and material 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 tcsts disclosed no instanccs of noncompliance or othcr matters that arc required to be
reported under Government Auditing Swndard<; or OMB guidance for audits of federal linancial
statements,

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

October 3 I, 2008
Alexandria, VA
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LANJ EKO & COMPAN1~ CPAs, PLLC

110 S. Union Street
Suite 301
Alexandria, VA 22314

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REI'ORTING

Chairman of the Board
Defense Nuclear Facilities Safety Board

Tel.: (703) 647·7444
Fax: (703) 299·9360

www.laniekocpas.com

We have audited the financial statements of the Defense Nuclear Facilities Safely Board (DNFSB) as of
and for the year ended September 30, 2008, and have issued our report thereon daled OClObcr 31, 2008.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing S'(llId(Jrd~, issued
by the Comptroller General of the United StalCS; and applicablc Office of Managcment and Budgcl
(OMB) guidance for audits of federal financial statements.

In planning and performing our audit, we considered the DNFSB's intemal control ovcr financial
reporting ;:IS 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,
asscssed control risk, and performed tests of the DNFSB's internal controls for the purpose of expressing
our opinion on the financial statements, bUI nOI for the purpose of expressing an opinion on the
effeetivencss of the DNFSB's internal control over financial reporting. Accordingly, we do not express an
opinion on the effcctiveness of the DNFSB's internal control over financial reporting.

A control deficiency exists when the design or operation of a control docs not allow management or
cmployees, in the normal course of perfonning their assigned functions, to prevent or dcteet
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity's financial statements thnt is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material wcakness is a significant deficiency, or combination of significant deficiencies, that results in
morc than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal COntrol.

Our consideration of internal control was for the limited purpose described in the second paragraph and
would not necessarily identify all deficiencies in internal control thaI might be significant deficiencies or
matcrial weaknesses. We did not idcnlify any deficiencies in internal control that we consider to be
material weaknesses, as defined above.
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We noted certain matters involving internal control and its operatioll that we have reponed to the
DNFSB's management in a separate letter.

This report is intended solely for the information and use of the managcmCIlI of the DNFSB, OMB, the
Govemment Accountability Office and Congress and is not illiended to be and should not be used by
anyone other than these specified panies.

October 3 I, 2008
Alexandria, VA
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DEFENSE NUCLEAR FACILITIES SAFETY BOARD

APPROPRJATED FUND

FINANCIAL STATEMENTS

As Of and For the Years Ended Septemher 30, 2008 and 2007

Chapter 3: CFO Leiter, Auditor's Reports, and Financial Statements 46



FY 2008
DEFENSE NUCLEAR FACILITIES SAFETY BOARD

Periormance and Accountability Report

BALANCE SHEET

As Of September 30, 2008 and 2007

200. 2007

Assets:
Intragovernmental:
Fund Balance With Treasury (Nole 2) • 8,720,666 • 9,149,400

Other (Note 3) 155,000 263,000

Tolallnlragovemmental 8,875,666 9,412,400

Accounts Receivable. net (Note 4) 32,698 74,535
General Property, Plant and Equipment (Note 5) 524,023 371,104

Total Assets • 9,432,387 • 9,858.038

Liabilities: (Note 6)

Inlragovemmenlal:
Accounts Payable (Note 7) • 29.931 • 26,296
Employee Benefits (Note 8) 130,389 106,258

Tolallntragovemmental 160,320 132,554

Accounts Payable 794,595 676,787
Other (Nole9)

Accrued Funded Payroll and leave 704,665 602.130
Unfunded leave 871,316 794.541
Worker's Compensation (Nole 10) 7,523 8,941

Total UabUllles 2,538,420 2,214,952

Net Position:

Unexpended Appropriations· Other Funds 8,049,967 8,838,029
CumulaliV'8 Results of Operalions - Other Funds (1,156,0001 (1,194,943)
Tolal Net Position 6,893,967 7,643,086

Total Uabilities and Net POSition • 9,432,387 • 9,858,038

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

The accompanying notes are an integral part of these statements.
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STATEMENT OF NET COST

For The Years Ended September 30, 2008 and 2007

2008 2007

Program Costs:

DNFSB:

Gross Costs (Note 12) $ 23,275,751 $ 21,531,334

Net Program Costs 23,275,751 21,531,334

Net Cost of Operations $ 23,275,751 $ 21,531,334

"Amounts may be off bV il dollar due 10 rounding.

The accompanying notes are an integral

part of these statements.
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STATEMENT OF CHANGES IN NET POSITION

For The Years Ended September 30. 2008 and 2007

2008 2007

Cumulative Results of Operations:

Beginning Balances , (1,194,943) , (1,423,814J

Budgetary Financing Sources:

Appropriations Used 22,697,062 21,133,097

Other Financing Resources (Non-Exchange):

Imputed Financing 617,632 627,108

Total Financing Sources 23.314,694 21,760,205

Net Cost of Operations (+1-) 23.275.751 21,531,334

Net Change 38.943 228,871

Cumulative Results of Operations , (1,156,000) , (1,194,943)

Unexpended Appropriations:

Beginning Balances , 8,838.029 , 8.057,072

Budgetary Financing Sources:

Appropriations R~eived 21,909.000 21,914,0504

Appropriations Used (22,697,062) (21,133,097)
Total Budgetary Financing Sources (788.062) 780,957

Total Une_pended Appropriations 8,049.967 8.838,029

Net Position , 6,893,967 , 7,643,086

"AmOtJnts may be off by a dollar due to rOtJnding.

The accompanying notes are an integral part of these statemenf$.
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STATEMENT OF BUDGETARY RESOURCES

For The Years Ended September 30, 2008 and 2007

2008 2007

Budgetary Resources:

Unobligated Balance:

Beginning of Period • 3,950,891 • 3,443,7.U
Recoveries 01 Prior Year Obligations 651,757 956,307

Budget Authonty:

Appropriations Received 21,909,000 21,914,054
Earned

Collected 6,925 19,528
Subtotal • 21,915,925 • 21,933,582

Total Budgetary Resources • 26,518,573 • 26,333,632

Status of Budgetary Resources:

Obligallons Incurred

Direct • 23,268,517 • 22,382,741
Subtotal • 23,268,517 • 22,382,741

Unobligated Balances

Apportioned 2,591,374 2,975,056

Subtotal • 2,591,374 • 2,975,056
Unobligated Balances - Not Available 658,682 975,836
Total Status of Budgetary Resources • 26,518,573 • 26,333,632

Change In Obligated Balances:

Obligated Balance, Net:

Unpaid Obligations, Brought Forward, October 1 • 5,198,508 • 5,035,834
Total, Unpaid Obligated Balance, Brought Forward, Net • 5,198,508 • 5,035,834

Obligations Incurred 23,268,517 22,382,741
Gross Outlays (-) (22,344,659) (21,263,759)
Recoveries of Prior-Year Unpaid Obligations, Actual H (651,757) (956,307)
Obligated Balance, Net, End of Period:

Unpaid Obligations (+) (Nole 13) 5,470,610 5,198,508
Total, Unpaid Obligated Balance, Net. End of Period • 5,470,610 • 5,198,508

Net Outlays:
Gross Outlays (+) 22,344,659 21,263,759
Offsetting Collections (-) (6,925) (19,528)

Net Outlays (Note 14) • 22,337,734 • 21,244,231

'Amounts may be off by a dollar dIM 10 rounding.

The accompanying nores are an inlegral part of these stalements.
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DEFENSE NUCLEAR FACILITIES SAFETY BOARD

APPROPRIATED FUND

Notc I - Significant Accounring Policies

(a) Reporting Entity

The Defense Nuclear Facilities Safety Board (Board) is an independent Federal govemment agency with
responsibility for the oversight of the Department of Energy (DOErs defense nuclear facilities located
throughout the United States. The Board is directed by a Chainnan 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 Budgct (OMB) Circular A-136.
"Financial Rcponing Requircments". GAAP for Federal entities is the hierarchy of accounting principles
prescribcd in the American Institute of Certified Public Accountants (MCPA) Statement on Auditing
Standards No. 91, Fedeml GAAP Hiemrchy.

Circular A-136 requires agencies to prepare principal statements, which include a Balance Sheet, a
Stalement of Net Cost, a Statement of Changes in Net Position, and a Statement of Budgetary Resources.
Thc balancc sheet presents, as of Septcmber 30, 2008, 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 budgctary activity.

(c) Basis of Accounting

Transactions are recorded on the accrual accounting basis in accordancc with OMS Circular A-136,
Undcr the accrual basis of accounting, revenues are recOb'1lized 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 reponed amounts of
assets and liabilitics, 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.
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(d) Revenues and Other Financing Sources

The Defense Nuclear Facilities Safely Board receives its funding needed to suppon its programs through
congressional appropriations. Appropriated funds arc received annually lmd rcmain available until
expended (i.e., no year funds). None oCthe appropriations afC "earmarked" funds.

An imputed financing source is recognized to offset costs incurred by the Board and funded by another
Federal source (sec Noles I(i) and 8).

(e) Assets and Liabilities

Intra-govemmcntal 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 Ihe Board's balance sheci. All other
assets result from activity with non-federal sources.

Liabilities represent amounts thm arc likely to be paid by the Board as a result of transactions that have
alreadyoccurrcd. The accounts payable portion of liabilities consist of amounts owed to federal agcncies
and commercial vendors for goods, services, I.lnd other expenses received but not yet paid.

Liabilities covered by budgctary or other resourccs arc 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 OIher amounts. The liquidation of liabilities not covered by budgetary or other resources is
dependent on future congressional appropriations or other funding.

(f) Fund Balance wilh .he U.S Treasury

The U.S. Treasury processes the Board's receipts and disbursements. Funds with the u.s. Treasury are
cnsh balances from appropriations as of the fiscal year~end from which the Board is nuthorizcd to make
expenditures and pay liabilities resulting from operational activity.

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

PPE consists of capitalized equipment, fumiture and fixtures, and software. There nre no restrictions on
thc use or convertibility of propeny, plant, or equipment.

The Bonrd capitalizes PPE with a useful life of <It least two (2) years and individually costing more than
$10,000 ($25,000 for leasehold improvements). Bulk purchases of lesser value items arc capitalized
when the cost is $25,000 or greater.
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Assets are depreciated on a straight-line basis over the estimated used life of the property. Infonnation
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 tcn (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.

(h) Annual, Sick, and Olher 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-tenn in nature. Sick leave and other types of leave
arc expensed as leave is taken.

(i) Federal Employee 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 eurrent service cost for the Board's employees for the account period less the amount
contributed by the employees. aPM. the administrator of the plan, supplies the Board with factors to
"pply in the calculation of the service cos\. These factors are derived through actuarial cost methods and
assumptions. The excess of the recognized pension expense represents the amount being financed
directly by aPM. 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 cmployees 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 aPM ~Illd imputed to the Board are reponed as a resource on the
Statement of Changes in Net I)osition.

(j) 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 stntements. Thus, there is 110 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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'ole 2 - Funds Balance witb 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 $534 for FY 2007 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, 2008 and 2007 are as follows:

A. Fund Balance with Treasury
Approprialed Fund

B. Status of Fund Balance with Treasury
1) Unobligated Balance

(a) Available
(b) Unavailable

2) Obligated Balance not yet Disbursed

Note J - Other Assets

200S
$8,720,666

2,591,374
658,682

5,470,610
$8,720.666

2007
$9.149,400

2,975,056
975,836

5,198,508
$9.149,400

AI the end of FY 2007. the Board entered into an lnlcragcncy Agreement (lA) with the Public Research
Division of the Library of Congress for a research and repon project. Per the Library of Congress's
enabling authority and the tcnns of the IA they billed in advance for lhe selVices. This line item
represents the Advance (the FY2007 amount is the original advance and the FY2008 amount is the
balance for selVices still to be rendered).

I. Intragovenunclltal
2. With the Public - Associates

Total Other Assets

Note 4 - Accounts Receivable, Net

2008
SI55.000

o
S155,000

2007
5263,000
S 0
$263,000

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
Claillls

2008
S32,698

2007
$74,535
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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 Ihe years ending
September 30. 2008 and 2007 arc as follows.

Furniture
2008 Equipment & Fixtures Software Total

Cost 5901,448 552,644 5392,629 51,346,721
Accum. Depr. (574,229) ( ;2,644) (195,825) (822,698)
Net book value 5327,219 5 ° $196,804 5 524,023

Fumiture
2007 Equipment & Fixtures Software TOla\

Cost 5652,937 $52,644 5355,762 $1,061,343
Accum. Dc r. (561,925) (46,918) (81,396) (690,239)
Net book value 5 91,012 5 5,726 5274,366 5 371,104

Note 6 - Liabilities Not Covered by Budgetary Resources

The liabilities on the Board's Balance Sheets as of September 30, 2008 and 2007 include liabilities not
covered by budgetary resources. which arc liabilities for which congressional action is needed before
budgetary resources can be provided. Although future appropriations to fund these liabilities arc 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, 2008 and 2007 is as
follows:

Unfunded Leave
Workers' Com ensation
Total liabilities not covered by budgctary resources
Total liabilities covered by budgetary resourccs
Total Liabilities

Note 7 - Intragovcmmcntal Liabilities

$ 871,316
$ 7,523
5 878,839
51,659,581
52,538,420

2007

5 794,541
$ 8,941
5 803,482
51,411,470
$2,214,952

Iruragovemmentalliabilities arise from transactions with other federal entities. Of the FY 2008 accounts
payable intragovemmental liabilities. 57,978 is wilh GSA, 510,784 is with DHS and the balance
(511.169) is with OPM. Of the FY 2007 accounts payable il1tragovenunel1talliabilities, 57,142 were with
GSA and the balance ($19,154) were with OPM. Employee benefits are the amounts owed 10 OPM and
Treasury as of September 30, 2008 and 2007 for Federal Employees Health Benefits Program (FEBOP),
Federal Employees' Group Life Insurance !)rogram (FEGUP). 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 Employee Benefils

All pcnn3ncot employees participate in the contributory CSRS or FERS. FERS employees are covered
under FICA. To the extent that employees nre covered by FICA, the taxes they pay to Ihe program and
the benefits they will eventually receive arc not recognized by the Board's financial statements. The
Board makes contributions to CSRS, FERS and FICA and matches certain employee contributions 10 the
thrift savings component of FERS. All orlhese payments arc recognized as operating expenses.

In addition, all pennanenl employees aTC eligible to participate in the contributory FEHBP and FEGUP
and may continue to participate aftcr retirement. The Board makes contributions through the OPM to
FEHBP and FEGLIP for active employees to pay for currcnt benefits; these contributions arc 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 10 its employees. Reporting such
amounts is the responsibility of OPM: however, the fillllllcing of these costs by OPM and imputed to the
Board are reported on the Statement of Changes in Nct Position.

Note 9- Other Liabilities

Other liabilities with the public for the years cnding September 30. 2008 and 2007 consist of Accrued
Funded Payroll and Leave and Unfunded Leave in the amounts shown below.

2008
2007

With the Public
Other liabilities
Other Liabilitics

Non-Current
5871,316
5794,541

Current
5704,665
5602.130

Total
51,575,981
$1,396,671

Note 10 - Workers' Compensation

The Federal Employees' Compcnsation Act (FECA) provides income and medical cost protection to
covered fcderal civilian employees injured on the job, employees who havc incum:d a work·relatcd
disease, and beneficiaries of cmployers whose death is attributablc to a job-rclated injury or occupational
disease. Claims incurrcd for bencfits for Board employces 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. 2008
and 2007, as follows:

Worker's Compensation
2008

$7,523
2007

58,941

Chapter 3: CFO Leller, Auditor's Repons, and Financial Statements 56



FY 2008
DEFENSE NUCLEAR FACILITIES SAFETY BOARD

Performance and Accountability Report

Notc II - Lcases

The Board has not entered into any existing capital leases and thus has inClirred no liability resulting from
such leases. Its one operating lease is for headquarters office space from GSA. Lease costs for office
space for FY 2008 and FY 2007 under thc tcnns of ils leases amoUllled to 52,196,340 and $2.148,974,
respectively. The Board entered inlo a new ten (10) year lease agreement effective March 8, 2006.
Eslimaled future minimum lease payments under the tenns of the lease arc as follows:

Fiscal Year Endin!! SCDtcmbcr 30 Payment
2009 $ 2,173,851
2010 S 2,252,410
2011 $ 2,285643
2012 $ 2,319,873
2013 $ 2,355,130
2014 and thereafter $ 5,838,888
Total ESlimated Future Lease Payments $17,225,795

Note 12 -Intragovcrnmcnlal Costs

The ponion of the Board's program costs (nole as (he Board cams no revenue from ils operations, gross
and net costs arc identical) related to Intragovenllnental Costs and Costs with the Public arc shown as
follows. Intragovemmental costs are costs incurred from exchange transactions with olher federal entities
(e.g.. building lease payments to GSA). Costs wilh the Public are incurred from exchanged transactions
with non-Federal entities (i.e., all other program costs).

Intral!O\'crnmental Costs Costs wilh Ihe Public Tolal PI"Ol!ram COSIS

FY2008 $3,695928 $19,579,823 $23,275,751
FY2007 53,618,015 $17,913,319 521,531,334

The Board's program costs/net cost of opemlions by OMD Object Class (OC) arc as follows:

DC Description FY 2008 FY 2007
II Personnel Compensation SII,844,915 SII,312,375
12 Personnel Benefits $ 3,990,545 5 3,600,670
21 Tra\'el & Transnortation of Persons $ 845,006 $ 765,662
22 Transnortation ofThines $ 86,137 $ 7,229
23 Rent, Communications, & Utililies 5 2,326,078 S 2,287,898
24 Printin~ & Reproduction 5 20,989 $ 10,987
25 Olher Contractual Services S 3,453,861 5 3,032,239
26 Supplies & Materials $ 196,606 5 181,491
3 I Acouisition of Assets $ 511,614 $ 332,783

Total 523,275,75\ 521,531334
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Note 13 - Undelivered Orders allbe 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 al the end of the year by tbe
Board for good and services received). The amount of each is as follows:

Undelivered Orders Accounts Payable Unpaid ObI. Balance Net
FY2008 53,811,029 51,659,581 55,470,610
FY2007 53,787,038 51,411,470 55,198,508

In addition, the Board has $155,000 in prepaid Undelivered Orders relaling 10 the advance payment to the
Library of Congress (reference Note 3).

Note 14 - Explanation of Differences Between the Statement of Budgelar)' Resources and the
Budget of the United States Go\'crnment

Budgetary resources maclc available to tbe Board include current appropriatIons, unobligated
appropriations and recoverics of prior year obligations. For fiscal year 2007, no material differences exist
between the amounts on the Statements of Budgetary Resource and the amOUnlS in the fiscal year 2009
President's Budget which are roundt..d to the nearest million. As the FY 2010 Presidcnt's Budgct is not
yet available, comparison between the Statement of Budgetary Resources and the actual FY 2008 data in
the FY 2010 Budgct cannot be perfonned.

Note 15 - 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 Gencrating Resources in Future Periods equals the differencc
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:

FY 2008
FY2007 FY2008 Chan12e

Unfunded Annual Leave 5794,541 $871,316 576,775
Workers Compensation 5 8,941 5 7,523 (5 1,418)
Total 5803,482 5878,839 575,357

FY 2007
FY2006 FY2007 Chanee

Unfunded Annual Leave 5830,076 5794,541 (535,535)
Workers Comnensation 5 5,376 5 8,941 5 3,565
Total 5835,452 5803,482 . 1531,970)
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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 10 the increase in annual
leave liability for which the budgetary resources will be provided in a subsequent period.

Note 16 - Reconciliation of Net Cost of Operations (propriClar)') 10 Budget

Budgetary resources obligated arc 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 (proprietary) operations. For example, spending authority from
offsetting collcctions and recoveries are financial resources from the rccoveries of prior year obligations
(e.g., the completion of a COll1ract where not all the funds were used) and refunds or other collections (Le.,
funds used to conduct operations that were previously budgeted). As explained in Notcs I(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 ucquisition of assets are budgetary resources used to I1nance assets llnd 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
detem1ining the net cost of operations for the present period. Finally. componcnts not requiring or
generating resources are costs included in the net cost of operations thai do not require resources (e.g..
depreciation and amonized expenses of assets previously capitalized).

A reconciliation between budgetnry 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 infonnation was presented as a separate financial statement (the Stalement of Financing»:

FY Z008 FY Z007
Budgetary Resources Obligated $23,268,517 $22,382,741

SoendilU! Authority from Recoveries and Offscttine Collcx:tions (658,682) (975,836)
Imouted Financin~ from Costs Absorbed by Olhers 617,632 627,108
Changes in Budgetary Resources Obligated for Goods, Services, and 84,009 (276,874)
Benefits Ordered but Not Yet Provided
Resources that Finance thc ACQuisition of Assets 1363,353 1305,403)
Financin' Sources Yet to be Provided (see Note 15) 75,357 (31,9701
COI1lDOllcnts Not Rcouirinl! or Generatinl! Resources 252,271 111,568

Net Cost of Operations $23,275,751 $21.531,334
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APPENDIX A: LIST OF ABBREVIATIONS AND ACRONYMS

C&A
co
CFR
CY
DAF
DNFSB
DOE
DWPF
EM
FBWr
FY
GSA
GPRA
IIE)A
HLW
HSPD·12
INL
ISM
JCO
LANL
LLNL
Nes
NNSA
NTS
OMB
ORNL
PAR
pop
SDOR
SNL
SRS
WIPP
\VT)

Y-J2
"'u
2.l8Pll

Appendices

Certification & Accreditalion
Critical Decision
Cod(' of Federal Reguh&tions
Calendar Year
O('vice Ass('mbly Facility
Defense Nucl(,Br Faciliti('s Safely Board
(U.s.) I)('partm('nt of Energy
Defense Waste I)roct'ssing Facilitiy
DOE Office or Environmental Management
the Fund Balance with Treasury
Fiscal Year
Gen('ral Servic('s Administration
Government P('rformallct' and Rt'sults Act
High-Erriciency Partkulate Air (fillf'r)
High·Levd Waste
Homeland Security Presidential Oirecti"e -12
Idaho National Laboratory
IlItcgruted Sufety Manag('mcnt
Justification for Continuing Operation
Los Alamos National Laboratory
Lawrence Lh'('rmore National Lllboralory
Nucl('ar Criticality Safely
i'ialional Nuclear Security Administration
Ne"ada Test Sitt'
Office of Mallagem('nt and Oudgt't
Oak Ridge National Laboratory
Performance and Accountability R('port
Professional Development Program
Saltless Direct Oxide Reduction
Sandia National Laboratories
Savannah River Site
Waste Isolation Pilot Plant
Waste Treatment Planl <at Hanford)
Y-12 National Security Complex
Uranium-233
Plutonium-238
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