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DOE Environmental Liability
* FY 2010 - $250 billion

B Office of Environmental
Management - $165B

O Active and Surplus Facilities -
$29B

B Other Legacy Environmental
Liabilities (including High-Level
Waste and Spent Nuclear Fuel) -
$56B
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Section I

!'_ General Background

Definition of a Liability
FASAB Standards
History




Definition of a Liability

A Liability is a probable future outflow or other

sacrifice of resources as a result of past
transactions or events.

= A liability must be probable and measurable:

= Probable — More Likely Than Not
Laws and Regulations
Compliance Agreements
System Plans

= Measurable — Virtually all DOE activities are estimable at this
stage of the liability formulation process.



i Applicable Standards

FASAB accounting standards associated with recognizing and
measuring liabilities in federal financial reports:

Statement of Federal Financial Accounting Standards (SFFAS) No. 5, “Accounting for
Liabilities of the Federal Government”;

SFFAS No. 6, "Accounting for Property, Plant and Equipment”;

SFFAS No. 12,” Recognition of Contingent Liabilities Arising from Litigation” (amendment
to SFFAS No. 5);

Federal Accounting Standards Advisory Board 5FASAB Technical Bulletin 2006-1,
Recognition and Measurement of Asbestos-Related Cleanup Costs;

SSSQB Technical Bulletin 2009-1 defers the implementation date of Technical Bulletin
-1.

These standards and bulletins can be found at http://www.fasab.gov/accepted.html

Internal direction includes:

The Accounting Handbook, Chapter 11, Liabilities
http://www.mbe.doe.gov/policy/actindex/index.htm

Policy Memoranda on the Write-Off of Legacy Waste Assets
Unfunded Liabilities Guide

These memoranda and guide, additional EL materials, and other accounting guidance can
be found at http://www.mbe.doe.gov/cf12/guidance.htm



i History

= DOE’s environmental liability (EL) has been estimated and audited for
15 Years.
= 75-Year liability reporting period established with the Office of Inspector

General (OIG) in 1996 (unless longer period is stated in site-specific
agreements with States, etc.—currently applicable to WIPP, SRS, and NV)

= Reportable conditions and/or significant deficiencies were identified for
three years over the life of the liability;

= Qualification in 1998 due to lack of documentation for new EM clean-up
approach and estimates;

= No reportable conditions or significant deficiencies pertaining to
environmental liabilities were identified during the FY 2010 audit cycle.



Section II
CFO Environmental Liability

!'_ Guidance Overview

CFO Guidance Overview
. FY11 Field Guidance
. Reconciliation ‘Note 3’
. Checklist
. Forecasting



CFO Environmental Liability
i Guidance Overview

= Field sites should take all available current information into
account when formulating/modifying EL estimates.

= Continuing in FY11, field sites are required to complete:

= The “EL Checklist” to ensure that all applicable

standards/information is being considered during EL formulation;
and

= The “EL forecast” to ensure that all potential impacts to the EL are
being considered.
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i FY11 Field EL Guidance

Development of Environmental Liability Estimates - Field

Environmertal liahility estimates include the following major components: (1) Office of
Environmertal Management” s (EW project baseline life-cycle cost estimates, (2) active and
surplus facilities cost estimates; and, (3) other environmental liabilities. Field sites should
continue to devwelop their ashestosrelated cleanup cost estitnates in accordance with the below-
mentioned guidance.

Cortinuing in FY 2011, field offices are required to forecast activities that could potentially
impact the ervironmental liability. These activities include it are not limited to:

Rebazelining activities,

Feasihility Studies;

Fecords of Decision;

Fequlatory negotiationsfrenegotiations,
Petrnit mnodi fi cations andfor issuance; and,
Ilajor contractingfacoquisition activities.

The 7 quarter reporting forecast is to incude 4% quarter FY 2011 and 1% quarter 2012 The
yearend repotting forecast is toinclude 1% and 29 quarter FY 2012 The forecasting should
triefly surrrnarize the activity, projectzWestitnate] ) potertiall v imnpacted, estimate of inpact if
available, and anticipated activity date.

According v, please develop your FY 2011 liability estimates using the following guidance;

EM Project Baseline Summaries

Field offices should update their environmertal lahility estimatesin the accounting systern to
reflect project 1 fe-cycle cost estimates. These liability estimmates must be updated for subsequent
life-cycle changes(i.e., changesafter the Integrated Planning and Budgeting System (IFPABS)
cut-off date). Furthemmore, the estimates should take into consideration the estirmates disclosed
in all revised project planning documentation. Sites should refer to the EM Enwvironmental
Liability Estirrate Standard Operating Policiesand Procedures for additional guidance on
developing the EL enwvironmental liability estimate. The FY 2011 environmental lighility
estirrates should e included in the 7 quarter subrmissions along with footnote disclosures.
These estirates and footnote disclosures will need to he updated as necessary and included in
the yearend subrmissions.

Active and lus Facilities
The Active Facility Database Collection System (AFDCE) was opened for feld input in

February, Headguarters is currently reviewing the data subrndssions after which the liability
rmndeling processwill be mun. Updated active facilities Hability estirates will be available by

Ture 30, 2011, and should be included in the 32 guarter subrdssions. In Septernber, sites willbe
asked whether there have been any significant changes; e g., facilities remediated. If sigraficant
changes have ocowred, the modeling process will be re-nun and any resulting changes to the
estitnates will be included in the vear-end reporting sibrdssions. For those sites that develop
estimates outside of AFDCS, estitiates ranstbe updated at 3% g uarter and at year-end to reflect
current infornation as necessary, including revised planrang docurmentation, etc. These
egtimates st be adjusted to FY 201 1 constant dollars. In this regard, the be girming balances
should be multiplied by the inflation faetor of 10141, This factor iz based upon deflators listed
in Table 1.3 of the Historieal Tables of the FY 2012 Budget of the 1.5, Gowetnment. Supporting
documentation for site-deseloped estitnates must be maintained and is svbject to andit resdew.

In some instances sites ray hawve an ervironmental liabilitye stimate (extermal to AFDCS) to
clean-upa facilitythat is cwrrently reported m AFDCS. In these instances, sites showld contact
Stacy Bleigh for instruetions on how to account for the ernironmental liability related to these
farilities.

Other Eraronrmental Lishilities

Ermvironrne ntal lishilities incloded in this categoryare those that are not in the EIW prograrm or
the active facilities estimates. These include remediation actions for contaminated soils,
groundwater, existing wastes generated from on-going programs, surplus materals more likely
than not to be disposed of as waste, and any other identified remediation activities, such as
beryllinn rernoreal projects. & report idertifying some of these ligbilities was issued by ER in
2003, Final Report on Future Wasfs Managemen? and Remediation Lighilifies. The information
comnpiled for this report hasbeen nsed as & basis for recording these other errironmental
liahilities. &lthough manyof these Lahilityrestimates have been updated over the years or
rermoved due o duplication or inc orporation into the EIV prograra, several reguire fiarther
examination and updating fior FY 2011,

Al alilifies must be identifled and recorded regardless of when the remediation will oceur or
which prograr will perform the activities. As with the EI lishility estitnates, thess estimates
should inclnde all of the othe ¥ ervviroren: ntal lisb ity e stitnates disclosed in apdated planning
docurnentation. &ry specific questions as to whe ther an activity or material should be ncluded
carbe directed to Lois Jessup or Stacy Bleigh.

Asbestos Belated Clearmp Costs

Pursuant to the Federal &ceounting 5 tandards Sdwisory Board Technical Bulletin 2006-1,
Recogmition and Measurement of Ashesdos-Relafed Cleanup Costs, dated September 28, 2006, all
federal entities that owr buildings, facilities, or other tangible property, plant, and eouipeme nt that
contain any form of asbe stos raust begin reporing the estirated habilities and ex penses related
to the cleanup of the ashestos for periods after Septerdber 30, 2011, Grven that there 1s adequate
coverage in estimates alread yrecorded for EM facilities and for active facilities alve ady
classified as cortarninated, onlyacttve facilities classified as no ability need o be considered
for additinnal liability reporting. The seope of this reporting for F¥ 2010 was the continned
identification of no-ligbility facilities, built or accirved prior 4o 1990 (inclnding personal and real
property trailers) as either containing asbestos or not containing ashestos based on the probability

"
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FY11 Field EL

of such. ForFY 2011, additional information willbe required for those facilities that have
agoestos. Specific guidance was published to the field sites in February and iz svailable both the
AFDCE wehsite and in iPortal.

Errvironte sl Lishility Docure ntation

Field sites must consider the following planming docurme nts when updating their ervironmental
lighility e stirnates:

Extemal ndependent Besriews,;

Feasibility 3 tudies;

Feecords of Decision;

Risk Bezessments,

Infrastructure Plans,

SitelLaboratory Flans;

Project Execution Plans;

Reports frorm ertities outside of the Departnent (Mational Seademyof Sciences, Defense
Huclear Facilities Safetsy Board, Secretary of Energ v &dvizory Board, ete.);
» Independent Cost Estitnates,

s DBaseline Walidation Process; and,

» Headguarters guidaneerplanming docurments/decisions.

This listis not all-inclustve of the docurments that should be included in the estimate updating
process. Furthermore, in instances where fiormal decisions have notbeen made byvhigh-lewel
managerent buta more lLkely than not sitnation exists, or a cost estitnate isnot fully complete, a
plareholder should be ineluded in the estitate to account for such situations based on the hest
available information at that point in time. Onee the formal decision iz made, the cost estimate
complete, et the placeholder would be replaced with a more definite value.

Field offices ate responsible for ensuring there iz sufficient documentation to support their
ermiro tie ntal Hability estimates. Support for the asserion that all contatninated farilifes are
included in the estitnates, approaches used for remosring duplicate costs, and any assertion of
immrnateriality with regard to updating the estimates must also be docurmented. & determination
of the need for (17 an adjustirent to the estitnate as a result of conditions that existed at
Septercher 30, 2011, (ie., pre-existing conditions) or (2] a footnote disclosare for conditions that
aroge after Septerober 30, 2011 (Le. subzeque nt events), ranstbe made for anylife-cwle cost
egtitnate wpdates that oceur or ave in process after Septeraber 30, 2011, that are expected to
materially affect the estimates.

The 3 quarter and vearend re porting rust include the lability reconc iliation and forecast, Site
sperific reporting worksheets willbe sent out the first weeks of July and October. The
completed worksheets are tobe uploaded in the Portal, and e-mailed divec flvto Stacy Bleigh at
stacyhleighi@he. doe gov, by July 2, 2011 and Cetober 7, 2011 respectively. Cuestions
concerning erritontnental liability estimates and reconciliations should be directed to Stacy
Bleigh at (3013 903-0149 or Lois Jessup at (301) 903-6861 .

uidance

STARS Reporting of the
environmental liability in FY11 will
be at the site level and program-
wide costs such as contingencies
will be allocated and also recorded
at the site level. This will discussed
further in the next session to be
held in April.

12



i EL Reconciliation — Note 3

Site 123
EMF 3rd Qtr Comments REL 3rd Qtr Comments AF 3rd Qtr
FY2010 IPABS
Adjustments to IPABS Estimates (list
increases/decreases individually)
Adjustments to the liability for previous
years actual costs versus workscope
completed in IPABS: Is an adjustment
for workscope necessary? If so, has \\e
the adjustment been made in IPABS 66
or does it need to be included on the

(o)
Note 3? SQ( e
Duplicative Costs Reported ‘\&.\C
Elsewhere (PRB)
el

Costs (year to date)
Other Adjustments--Please describe o S
3rd Quarter EM Balance \‘e

Long-Term Stewardship - IPABS

-
Adjustment to IPABS LTS E d
’ PV-  aoe

Other Liabilities outside of the EM
scope and the AFDCS modeled P
estimate for facilities and other Q\I\
structures:
-excess materials disposition Q \\ %
- contaminated soils and groundwater N \
-other (explain in comments section)
3rd Quarter REL Balance -
AFDCS 3rd Quarter Estimate

AF Estimates Outside of the Estimate
Active Facilities 3rd Quarter
Balance

Comments

13



Documents Checklist

Attachment

(To be completed and submitted to OFCO as part of the Financial Statement package)

Did the site consider the situations/values included in the following planning documents when

updating the environmental liability estimates

Project Execution Plans (or equivalent)

Reports from entities outside of DOE (NAS; DNFSB;
SEAB; etc)

Independent Cost Estimates

Document(s)

Yes

Comments

Stipulated Guidance (check “Yes”/"No™ for each of the
following)
e SFFAS 1, Accounting for Selected Assets and

External Independent Reviews

EM Environmental Liability Standard Operating Policies
and Procedures (SOPP #35)

Rebaselining Activities (preliminary or approved)

Liabiliries;

® SFFAS 5, Accounting for Liabilities of The Federal
Governinent;

e SFFAS 6, Accounting for Property, Plant, and
Equipment;

¢ Technical Bulletin 2006-1, Recognition and
Measurement of Asbestos-Related Cleanup Costs;

Major contracting/acquisition activities

e Other applicable GAAP documents.

Stipulated DOE Guidance (check “Yes™/"No™/"N/A” for

each of the following)
¢ CFO puidance;
e EM guidance;

IPABS Change Requests (check “Yes™/"No™/"N/A” for

each of the following):
e  Preliminary (too early for approval);
e Pending;

e Unapproved;
e Sent back to the field site for revision;
e  Other, please explain.

e NNSA gmdance;

IPABS EM EL Module adjustments

¢ SC guidance;

¢ NE guidance.

Draft CFO Environmental Liability Best Practices Guide

Adjustments to the liability for previous years actual costs
versus workscope completed in IPABS:
* Is an adjustment for workscope necessary?
e If so, has the adjustment been made in IPABS or
does 1t need to be included on the Note 3?7

Records of Decision (preliminary or final)

Other documents considered (not listed above):
1

Regulatory negotiations/renegotiations

2

3

Permit modifications and/or issuance

Feasibility Studies (or any equivalent-type study)

Risk Assessments

Infrastructure Plans (or equivalent)

Site/Laboratory Plans (or equivalent)

Please note that this list is not all-inclusive of the documents that should be included in the
estimate updating process. Add all other documents considered need to be added to the list
above and explained. All “N/A” responses must be explained in the “Comments” column.

Moreover. in instances where formal decisions have not been made by high-level management
but a more than likely situation exists, or a cost estimate is not fully complete. a placeholder
should be included in the estimate to account for such situations based on the best available
information at that point in time. Once the formal decision is made. the cost estimate complete,
etc. the placeholder would be replaced with a more definitive value. These situations should be
discussed with CF-12 to determine an appropriate course of action.

14



i Forecasting

= Field offices are required to forecast activities that could
potentially impact the environmental liability. These

activities include but are not limited to:
Rebaselining activities;

Feasibility Studies;

Records of Decision;

Regulatory negotiations/renegotiations;

Permit modifications and/or issuance; and,

= Major contracting/acquisition activities.

= The forecasting should briefly summarize the activity,

project(s)/estimate(s) potentially impacted, estimate of
impact if available, and anticipated activity date.

15



i Forecasting

= The 3 quarter reporting forecast is to include 4t quarter
FY 2011 and 1%t quarter 2012. The yearend reporting
forecast is to include 1st and 2" quarter FY 2012.

= New for FY 2011 is the utilization of a environmental liability
calendar in iPortal for real-time tracking of these forecasted
activities/events. Field CFO staff are to populate the
calendar with all activities or events that could potentially
impact liability estimates. Additions and updates should be

made as identified.

16



Section III
Environmental Management

!'_ Environmental Liability

Definition

EM Update Process
EM Reviews

EM EL Process Flow
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i EM Environmental Liability

= The Office of Environmental Management (EM) EL is the estimated cost
for DOE to meet its present environmental cleanup obligations, including
all work required to complete cleanup of facilities; remediation of soil and
?roundwater; and management and disposition of wastes, spent nuclear
uel (SNF), and surplus nuclear materials managed by EM.

= EM annually updates its EL estimate prior to recording this amount in
DOE's Consolidated Financial Statements.

= A number of project baseline summaries (PBS)s are audited at each site
selected. Idaho, Richland, Savannah River, Portsmouth Paducah Project
Office are audited every year. All EM headquarters and program-wide
estimates, controls and oversight activities, and all other sites’ with
material (in relation to the size of the project) changes in liability
estimates are audited annually.

18



i EM Environmental Liability

= EM portion of the EL is based on three components:

= Approved baseline costs;
= Pending baseline change proposals; and
! Adljustments for probable costs and/or increases for EL purposes

(placeholder estimates).

= Adjustments account for new scope, cost growth, and/or changes in
fundamental assumptions (such as changes in end state, regulatory approach,
inability to consolidate/move materials, changes in anticipated cost efficiencies,

etc.)
Field sites should back-out pension/post-retirement benefit (PRB) costs
that are included in the EM baseline since the EL associated with
pensions/PRBs are recorded separately in Footnote 15 of the financial

statements.

19



EM Environmental Liability
Update Process

= EM annually updates and distributes an EM EL SOPP to be followed
when the field sites are updating their EL estimates;

= Estimates are submitted into the Integrated Planning, Accountability,
and Budgeting System (IPABS) by the field sites;

= EM HQ evaluates submittals for consistency between sites and other
Program Offices;

= Office of Financial Control and Reporting (OFCR) uses these IPABS
estimates (for both the 3 and 4" quarters) as the starting point for
the sites, via the “Note 3, to use to cross-walk IPABS to the sites
STARS ending EL balances;

= Federal Project Directors review and concur on project estimates for
each PBS by signing the project summary section of the IPABS GEN-2
reports;

= The Site Manager or Assistant Manager of EM reviews and concurs on

the total EL for each site by signing the site summary section of the
IPABS GEN-2 reports; and,

= EM HQ/sites report subsequent events and record final adjustments to
the liability prior to issuance of the audit opinion.

20



EM Environmental Liability
i Update Process

D EstirTates are updated based on the most current available information,
such as:

n (EéVIOEBS/ironmental Liability Standard Operating Processes and Procedures

External Independent Reviews;

Feasibility Studies;

Records of Decision;

Risk Assessments;

Infrastructure Plans/Site/Laboratory Plans;
Project Execution Plans;

Reports from entities outside of DOE (National Academy of Sciences,
gefegse NLscIear Facilities Safety Board, Secretary of Energy Advisory
oard, etc.);

= Independent Cost Estimates;
= Baseline Validation Process;
= Headquarters guidance/planning documents/decisions; etc.

21



EM Environmental Liability
i Update Process

= Contingency is added to each PBS to account for
uncertainties

= In FY11, EM is implementing a risk-based contingency calculation
methodology.

= The contingency represents the difference between the IPABS 50%
life-cycle baseline and an approximate 80% confidence level life-
cycle baseline.

= While the uncertainty model in IPABS, which calculates contingency
based on project definition, innovation (one-of-a-kind technology),
and complexity of the project, will not be the primary method for
EM projects, it will continue to be used for some liabilities such as
long-term stewardship and non-project PBSs.

22



EM Environmental Liability
i Update Process

= EM prepares a placeholder estimate for LTS costs at sites
where EM has an active cleanup mission.

= After EM work is complete, the responsibility for performing
LTS activities transfers to the Office of Legacy Management
(LM) (or other Program Secretarial Offices) and this entity is
then responsible for recording the LTS liability from the
expected transition date forward.

= Both the EM and non-EM LTS estimates must be updated
annually and include liability covering a minimum of 75
years (unless a longer period is stipulated in agreements
with the States, etc.)

23



EM Environmental Liability -

i Reviews

= When reviewing the EL estimate, EM performs numerous activities to
ensure the accuracy and completeness of the EL, including but not limited

to:

Ensuring that the adjustment narratives/explanations are complete and that
the rationale supports the adjustment;
Ensuring consistency between:

= Shipping and receiving sites for waste shipments destined for WIPP;

= Number of canisters of HLW and SNF destined for a future repository; and

= Inter-site shipments of waste, SNF, and nuclear materials.

Ensuring that LTS costs start dates coincide with PBS end dates for
completion of EM work at each site;

24



EM Environmental Liability —

i Reviews

= Verifying that facilities D&D costs are included and not duplicated in
the liability by coordinating with responsible site and field CFO

personnel to:

= Ensure that estimates for any active and surplus facilities being
proposed for or are in the process of being transferred to EM but are
not included in the IPABS baselines continue to be reported in the
financial statements; and

= Ensure that when active and surplus facilities are transferred to EM and
included in the IPABS baseline estimates any other estimates for these
facilities are removed from the liability.

25



EM Environmental Liability
i Schedule

Schedule for reporting the Environmental Liability:
= February EM HQ issues Budget/IPABS-IS guidance;

= April Sites update EL in IPABS-IS Environmental
Liability Module;
= May EM HQ evaluates submittals for

consistency between sites and other
Program Offices;

= June HQ submits draft EL estimate to OFCR;
= June OIG/audit team begins field audits;

26



EM Environmental Liability

i Schedule

= August

Sept

Oct
Oct/Nov

Dec

Sites submit signed GEN-2 reports;

EM HQ/Sites provide supplemental
support to resolve audit issues/questions;
OIG/audit team completes field audits;

EM HQ submits final EL Estimate to OFCR;

EM HQ/Sites report subsequent events
and record final adjustments, audit
closeout, EM HQ/Sites respond to
findings/issues; and,

Revise procedures and processes

accordingly.
27



EM Environmental Liability

Process Flow

1.0. EM Environmental Liability —

Record Expenditures/Inflation

HQ/CF-12

pdate

nnnnnnnnnnnnn

NOTE: Process flow will
change with the
implementation of the
project risk based
contingency calculations

28



EM Environmental Liability
Process Flow

2.0. EM Environmental Liability — LCC Estimate Adjustment

EM Field EM HQ HQ Contractor HQY/CF-12

{ Start ,

w

21
Issue Direction to
Updates EM Project
Liability
3 4
VA A @
22
\ill 53 |t 2t s Rsvie\f-gsuissd Bmkz";" Qtr.
Life Cycle Cost Est ™ 3¢ owr Lo ™ Change to LCC
for EM Projects in 3™ 2 5
Quarter Estimate Estimate
3 4
| A A ©)
25 26 27
Year-End Update Review Year-End Book Year-End
of LCC Estimate Update of LCC Change to LCC
for EM Projects Estimate Estimate
5 6
- & [
211
2.8 2.9 210 . . 212
Provide Project Review Field Input Calculate ﬁ:’;‘;‘;ifg Book 3™ Qtr.
Risk Factors for 3™ and Provide HQ Contingency in Conti — Change to DOE-
Quarter Risk Factors IPABS by Project Einmg ¥ Wide Contingency
& 1]
. A A ©)
_14 216
213 Reavi " 215 n " 217
Update Project . ali:‘lv :;:LTJ; B o Calculate o ?:;?; F;':: | Book Year-End
Risk Factors for bl "l Contingency in = - "l Change to DOE-
Year-End U Zies 2 Rt |PABS by Project EETIEITE Wide Contingsncy
Factors Estimates




Section IV
Active and Surplus Facilities

!'_ Environmental Liabilities

Definition

AFDCS

Specific Estimates
Process Flow
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Active and Surplus Facilities
i Liability Estimates

= The active facilities EL represents the anticipated

remediation costs.

« for contaminated facilities still in active use by active programs
(active facilities); and

= for retired contaminated facilities awaiting transfer to EM (surplus
facilities).
= The Department’s active facilities EL, with the exception of Naval
Reactors, Idaho, and a smaller number of facilities for which more

specific estimates exist, is estimated by the Active Facilities Data
Collection System (AFDCS) cost-estimating model.

31



Active and Surplus Facilities
i Liability Estimates

= Cost estimates for active and surplus facilities are updated
each year, during both the 3rd and 4th quarters, to reflect:

= Current year constant dollar value by:

5 Escalatingbthe prior year constant dollar amount by the inflation factor
provided by OFCR in the annual EL guidance memo; or

5 Escalatinfg the prior year constant dollar amount by the site-specific
inflation factor; or

= De-escalating current dollar amounts back to present year constant
dollar amount (de-escalation is calculated by the responsible
programyproject personnel).

= The transfer of cleanup and management responsibilities for active
facilities to EM from other programs;

= Changes in facility size or contamination assessments; and/or
» Estimated cleanup costs for newly contaminated facilities.

32



Active Facilities Database

i Collection System

= AFDCS includes over 12,000 facilities at 30 sites.

Contractor updates prior year’'s data with current FIMS pull and opens
web-based application for field input every February;

Site Data Contacts (usually site contractors working in facilities
management) enter/edit:

= Facility Gross Square Footage;

= Facility Footprint;

= Cost Model Code (contamination type) for each facility; and,

= Starting in FY11, asbestos information for a subset of facilities that are not

classified as having other contamination.

Cognizant Federal Managers review and approve the updated facility data
for their respective sites.

OFCR and the contractor perform various reviews of data and makes
necessary adjustments and provides the database to the auditors in
June.

4th Quarter update includes additional FIMS extract and field inquiries. 5,



Active and Surplus Facilities
Specific Liability Estimates

= In a few instances the field sites have detailed EL
estimates for individual active facilities, in these
cases, the sites must:
= Submit the detailed estimate to OFCR;

= OFCR reviews the estimate to determine the validity and
reasonableness of the estimate.

= If the estimate appears reliable, the facilities in question are
excluded in AFDCS; and

= The site records the detailed estimates for these facilities in
STARS and includes the detailed estimates on the site’s Note 3
as an “adjustment outside of AFDCS”.

= Contact Stacy Bleigh (301-903-0149) when more
detailed cost estimates are available.

34



Active and Surplus Facilities

Liability Estimate Process Flow

1.0 Active Facilities Liability

HQ CFO/CF-12

Field Office CFO

Field Office
Cognizant Fed. Mgr.

Field Office/Contractor
Site Data Contact

Start

AN

11
Create Active Facilities Data and Data
Update Request

|

Reviews Existing Documents

Cjeviews Existing Documents

14
Review FIMS and Frevious Active

12
Identify 3DC and CFM Contacts

13
TrackDataCollection Process

Approve

111
Revisw/Approveor DisapproveData |
<

r

4

Disapprove

Facility Data

15
AreFacilities
Contaminated?

)

16
Assign®No Lisbility” Madel
Code

17
Should Facility Be
Excluded?

12
AssignExclusionReason

19
AssignCostModsl, Size, and
Footprint

O—

Update AFDCS and Submit for

Approval

112
Resolve [ssues

/ 5

114
A Resotve Issuss
’L
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Liability Est

Active and Surplus Facilities

mate Process Flow

1.0 Active Facilities Liability

HQ CFO/CF-12

Field Office CFO

HQ CFO/CF-10

o I

115
Create and Review Draft AFDCS
Estimate

@ A 4 °

117
Final DataReview and Resolutionof
Issues

h 4

118
Final AFDC? Estimate

116
Book Third Quarter Liahitity

@ A 4 i

120
Caleulate Cost Uncertainty

119
BookFinal Liability

Reviews Existing Documents

End

4

121
EvokDepartment-wideContingenry
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Section V
Other Legacy Environmental
Liabilities

Non-EM Clean-Up Liabilities

Long-Term Stewardship Liabilities
= Active Sites
= Closed Sites

Defense HLW and SNF Liability
Fissile Materials Disposition Liabilities

= Surplus Plutonium
= Highly Enriched Uranium

37



i Non-EM Clean-Up Liabilities

= Non-EM environmental liabilities are all of those
active program liabilities that are outside of the Office
of Environmental Management (EM) Program and
outside of active facilities liability estimates.

= These non-EM liabilities are categorized in STARS as
restructured environmental liabilities (REL).

= REL liabilities are becoming a significant focus of the
environmental liability portion of the Department’s
consolidated financial statement audit;

= Audit scrutiny has dramatically increased every year in this
area.
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i Non-EM Clean-Up Liabilities

= Major categories of REL activities:
= Soil and groundwater remediation activities;
= Excess materials;
= Waste streams from current operations; and
= Any other activity not in the EM or active facilities estimates.

= Examples of specific REL activities:
= Production waste streams at Y-12;

= Moving the reactors into the central plateau at Hanford after
the EM scope of work is complete; and

= NNSA-owned Bolas spheres at LANL.
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Long-Term Stewardship
i Liabilities

These liabilities are the estimated site
cleanup and post-closure
responsibilities, primarily in surveillance
and monitoring activities, after
remediation is complete. The costs for
these post-closure activities are
estimated for a period of 75 years
(longer if legally required) after the
balance sheet date.
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Long-Term Stewardship
i Active Sites

= The Department’s environmental liability includes
LTS activities for active sites.

= LTS is tracked in the EM IPABS system for 23 sites.

= The FY10 LTS liability for active sites totaled $10.3
billion.

= Every site is required to include all LTS activities in
their environmental liability estimates regardless of
inclusion in IPABS.
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Long-Term Stewardship
i Closed Sites

LTS stewardship activities for closed sites are the
responsibility of the Office of Legacy Management (LM).

= LM is responsible for ensuring that the Department’s post-
closure responsibilities are met and for providing activities,
such as long-term surveillance and maintenance, records
management, property management, etc.

= LM is currently providing LTS activities at approximately 85
closed sites.

= The FY10 LM environmental liability totaled $4.4 billion.
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i Defense HLW and SNF Liability

= The Nuclear Waste Policy Act of 1982 (NWPA) established
the Department’s responsibility to provide for permanent
disposal of the nation’s high-level waste (HLW) and SNF.

= All owners and generators of this waste, including the
Department, must pay their respective shares of the full
cost of the disposition program.

= The TSLCC, Fee Adequacy and Defense Share Calculation
are audited each year.
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i Defense HLW and SNF Liability

The TSLCC Estimate of the Civilian Radioactive Waste
Management Program:

Limited update annually — FY2008 TSLCC is 1st full update to be
provided to the public since 2001;

Developed in accordance with Published Federal Register Rules;
Used to assess Nuclear Waste Fund fee adequacy;
Used to calculate the defense cost share of the repository;

The 2008 TSLCC was the last TSLCC completed until the
Department establishes a path-forward regarding the existence of a
future geologic repository to store HLW/SNF.
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Fissile Materials Disposition
Surplus Plutonium

= In September 2000, the U.S. and Russia signed the
Plutonium Management and Disposition Agreement, which
committed each country to dispose of 34 metric tons of
surplus weapon-grade plutonium.

= To dispose of weapons-grade plutonium, both the U.S.
and Russia must convert the plutonium into fuel to be
used in nuclear reactors #once irradiated, the plutonium is
no longer readily usable for nuclear weapons).

= The Department has designed and is in the process of
constructing a Mixed Oxide (MOX) Fuel Fabrication
Facility, a Pit Disassembly and Conversion Facility, and a
Waste Solidification Building at SRS to convert the
plutonium into fuel suitable for use in nuclear reactors.
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Fissile Materials Disposition
i Surplus Plutonium

= The MOKX liability includes:
= Design;
= Construction;
= Operation;
= Facilities Decontamination and Decommissioning (D&D); and
= Disposition of all wastes projected to be generated during
the project life-cycle.
= The liability is reduced by the projected revenues
from MOX fuel sales.

= The MOKX liability estimate is audited each year.
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Fissile Materials Disposition
i Highly Enriched Uranium

= Under the current uranium market the Department’s
revenues from down-blended HEU exceed the project
costs.

= No liability is currently being recorded.
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Section VI

!'_ Regulatory Environment
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i Regulatory Environment

= Multiple Regulatory Authorities: (at a minimum)
= State environmental or ecology agencies; and
= Environmental Protection Agency (EPA).

= Multiple Laws and Reqgulations: (at a minimum)

= Comprehensive Environmental Response, Compensation, and Liability Act
(CERCLA);

= Resource Conservation and Recovery Act (RCRA); and,
= Hazardous and Solid Waste Amendments (HSWA) or State equivalent.
These laws can be found at http://www.epa.gov/lawsregs/laws/index.html

= Overlapping legally binding, and sometimes conflicting, clean-up
agreements, consent decrees and orders, settlements, and/or
compliance agreements.

These agreements can be found on the individual sites’ public websites. 45



Examples of the EL Regulatory
Environment

= Hanford Site - $68 billion in EM PBSs and $2 billion in LTS
and other environmental liabilities.
= Primary Agreement — Tri-Party Agreement signed in 1989 and
constantly being re-negotiated/arbitrated/etc.
= All waste removed from all 149 single-shelled tanks — revised milestone
date is from 2018 to 2040;
= Start of Vitrification Plant operations revised from 2011 to 2019.
= Primary Governing Laws — CERCLA, RCRA, and HWMA
= Washington State’s Department of Ecology is the lead regulatory
authority over almost all activity under RCRA and HWMA.
= There are approximately 55 Treatment, Storage or Disposal Groups
under RCRA.
= EPA is the lead regulatory authority over activities under CERCLA.

= There are approximately 1000 past practice units requiring
investigation and clean-up as needed under CERCLA.
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Section VII
Additional Yearend Reporting

!'_ and Related Liabilities

Subsequent Events
Non-Monetary Loss Contingencies
Related Liabilities
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i Subsequent Events

Subsequent events include all events that impact the EL up
until the date that the audit opinion is signed.

There are 2 types of subsequent events:

= Events that provide information related to conditions that did exist
as of September 30t and affect the estimates in the financial
statements. These events do require adjustments to the financial
statements.

= Events that provide information related to conditions that did not
exist as of September 30t" . These events should not result in an
adjustment to the financial statements but may require disclosure to
keep the statements from being misleading.
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FY10 Subsequent Events Memorandum

Department of Energy
Washington, DC 20585

September 27, 2010

MEMORANDUM FOR DI ?JE:;'QN\ N
. ol ( 3 P 4
S A S et e,
FROM: STEVET 1’(20 V4
CHIEF FINANCIAL OFFICER
J

SUBJECT: Subsequent Events Call

Pursuant to 31 U.S.C. 3515, KPMG, LLP (KPMG), under contract with the Office of Inspector
General, is conducting the Department-wide audit of the consolidated financial statements of the
Department of Energy. The audit conducted by KPMG will be as of and for fiscal year ending
September 30, 2010. KPMG has inquired about subsequent events, explained below, that could
have a financial impact on the Department’s financial statements. The purpose of this
memorandum is to request your assistance in responding to that inquiry.

The Department’s management has the responsibility to inform the Office of the Chief Financial
Officer (OCFO) of subsequent events that may need to be disclosed (or adjusted) within the
Department’s financial statements. Failure to report subsequent events could lead to an
incomplete or misleading representation of the Department’s financial statements. Program
Offices must have internal controls to assure subsequent events are identified and brought to the
attention of the OCFOQ as part of the Department’s financial reporting process. Program Offices
need to assure that they identify and report all subsequent events cccurring at field offices under
their direction. Failure to identify and report subsequent events could lead the auditors to
conclude the Department’s internal controls over financial reporting are not effective.

We require an initial subsequent event response on October 15, 2010, We will require an update
to this initial response on November 8, 2010. Additional subsequent event updates will be
required on November 15, 2010, to support the Reclassified Financial Statements submitted to
the Department of Treasury and December 1, 2010, to support the issuance of the Federal Report
of the United States. We strongly encourage your offices to coordinate your responses with your
field office CFOs where applicable and to report any material subsequent events as soon as they
are identified. Each office on the distribution list should provide responses in the form of an
electronic scanned memorandum (signed by person on the distribution list or his/her designee) to
Jeffrey Carr at Jeffrey.Carr@hg.doe.gov. A response is required on each of the dates discussed
above even if you have no subsequent events to report.

Please use the following guidance to identify a subsequent event that may require an accounting
adjustment or disclosure in the financial statements. In accordance with Generally Accepted
Accounting Principles, the Department is required to disclose certain subsequent events in its

financial statements. Subsequent events are events or transactions that occur after the Balance
Sheet date (September 30, 2010), but before the issuance of the financial statements and
auditor’s report that have a material effect on the financial statements and require an adjustment
or disclosure in the statements.

Two types of subsequent events require consideration by management and evaluation by the
independent auditor.

The first type consists of events that provide additional information about conditions that existed
at September 30, 2010, and affect the estimates used in the process of preparing financial
statements. Management, in its evaluation of the conditions on which the estimates were based,
should use all information that becomes available prior fo the issuance of financial statements.
The financial statements should be adjusted for any changes in estimates resuliing from the use
of such information.

" Examples of events requiring adjustment to the financial statements include (but are not limited

to):

1) The settlement of litigation for an amount different from the liability recorded in the
accounts would require adjustment of the financial statement if the events, such as
personal injury or patent infringement that gave rise to the litigation bad taken place prior
to October 1,2010.

2) A loss on an uncollectible trade account receivable as a result of a customer’s
deteriorating financial condition leading to bankruptey after September 30, 2010, would
be indicative of conditions existing at the balance sheet date, thereby calling for
adjustment of the financial statements before their issuance.

3) An update of a cost estimate or a decision to change the work scope for an environmental
cleanup project.

4) A discovery of environmental or facility contamination that existed prior to October 1,
2010 and will require cleanup.

The second type consists of events that provide additional information about conditions that did
NOT exist at September 30, 2010, but arose after that date. These events should not result in an
adjustment to the financial statements. Some of these events, however, may be of such a nature
that disclosure of them is required to keep the financial statements from being misleading.

Examples of events of the second type that require disclosure to the financial statements {(but
should not result in adjustment) are:

1) Congress passes legislation in October 2010 which obligates DOE to pay claims to
injured parties. ‘

2) Settlement of litigation when the event giving rise to the claim took place after September
30, 2010.

3) Loss of plant or inventories as a result of fire, flood or other natural disaster occurrgg
after September 30, 2010.



FY10 Subsequent Events Memorandum

4) Losses on receivables resulting from conditions (such as a customer’s major casualty)
arising after September 30, 2010.

5) An incident occurring after September 30, 2010 that creates new contamination of the
environment or a facility.

The above information is only needed when the subsequent event is expected to result in a cost
or loss of $20 million or greater to the Department. However, field offices and programs should
not apply this threshold to matters involving compliance with laws or regulations or to potential
illegal acts.

If you have any questions, please call Rick Loyd, Director, Office of Financial Control and
Reporting, at 301-903-4190, or have your staff call Jeffrey Carr at 301-903-2506.
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Non-Monetary Loss
i Contingencies

Non-monetary loss contingencies result from

instances in which the plaintiff(s) is seeking a

programmatic change not a monetary claim. The

cost of these programmatic changes can be

significant.

= Formal Yearend Non-Monetary Loss Contingency
Reporting

= Any new information related to these contingencies must
be considered and included in subsequent events

reporting during the October through December reporting
period.
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FY10 Non-Monetary Loss Contingencies Memorandum

Department of Energy
Washington, DC 20585

August 12, 2010

MEMORANDUM FOR DISTRIBUTION

R

7

FROM: STEVE ISAKOWITZ =
CHIEF FINANCIAL OFFICER

SUBJECT: Non-monetary Loss Contingencies

Pursuant to 31 U.S.C. 3515, KPMG, LLP (KPMG), under contract with the Office of Inspector
General, is conducting the Department-wide audit of the consolidated financial statements of the
Department of Energy. The audit conducted by KPMG will be as of and for fiscal year ending
September 30, 2010. KPMG has inquired about non-monetary loss contingencies, defined
below, that have a financial impact on the Department’s financial statements. The purpose of this
memorandum is to request your assistance in responding to that inquiry.

In accordance with U.S. generally accepted accounting principles, the Department is required to
report loss contingencies in its financial statements. Most loss contingencies are legal matters
involving the possible payout of cash to the claimant. For these types of contingencies, the
Office of General Counsel will assist in responding to KPMG’s inquiry. However, we need your
assistance in loss contingencies that are not expected to result in cash payouts to claimants but
still may result in a material impact on estimated liabilities recorded or disclosed in the
consolidated financial statements.

These types of loss contingencies typically result from rulings requiring the Department to
perform future actions that are intended to correct damages resulting from past practices. If
successful, claimants in such matters would not receive monetary damages, but resolutions of the
contingency may create or increase liabilities related to the corrective actions. Such matters are
referred to as “non-monetary loss contingencies™ for purposes of this request.

Since the program offices are in the best position to assess the financial impact of non-monetary
loss contingencies to their respective programs, we are requesting that you provide the Office of
Inspector General the following information with respect to these matters:

L The nature of the matter;
2 The progress of the case to date;
3. The government’s response or planned response;

4. An evaluation of the likelihood of unfavorable outcome (categorize likelihood as
probable, reasonably possible, or remote);

. An estimate of the amount or range of potential loss, if one can be made, for losses
considered to be probable or reasonably possible; and

6. The names of the program official and the Department’s attorney, if applicable,
handling the case and names of any outside legal counsel representing or advising the
government in the matter (Department of Justice or outside law firms).

The above information is only needed where the potential loss contingency exceeds $20 million.
You should furnish your response, including negative confirmation if applicable, by September
10, 2010.

Prior to submitting any non-monetary contingent liability reports to the Department's IG/CFO or
the operations/field CFO offices, the reporting office or program must contact Jane Taylor in the
Litigation section of the General Counsel's office to discuss the matters proposed to be reported.
Also, GC’s litigation section reviews the submitted reports before forwarding the Department’s
non-monetary response to the 1G. Ms. Taylor's phone number is 202-586-7530.

Please address your reply to Kimberly Scott, Technical Monitor, Financial Audit Group; 1G-34.

Also, please send a copy of your reply to Jeffrey Carr, Director, Financial Reports Division, CF-
12. If you have any questions, please call Rick Loyd, Director, Office of Financial Control and

Reporting, CF-12, on 301-903-4190, or have your staff call Jeffrey Carr on 301-903-2506.
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i Related Liabilities

= Legal Contingencies;
= Pensions and PRBs;

= Energy Employees Occupational Iliness
Compensation Program Act (EEOICPA);

= Radiation Exposure Compensation Act (RECA); and
= Environment, Safety and Health.
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Appendix A
Liability Math

Current and Constant Dollars
Contingencies
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i Liability Math

Confusion is common due to differing definitions and uses of
certain terms related to current and constant dollars and
contingencies.

s Current Dollars = Escalated Dollars

= Most liability estimates span multiple years and the projects are
generally managed using escalated dollars which include cost of money
over time.

s Constant Dollars = Unescalated or De-escalated Dollars

= The Department’s Financial Statements are presented in constant
dollars. The use of constant dollars allows comparability without

the effect of future inflation. -



i Liability Math

= STARS Inflation Adjustment

Inflation = the increase resulting from converting last
year’s constant dollars to this year’s constant dollars.

= Example: $100 FY10 constant dollar estimate multiplied by the
constant dollar inflation factor of 1.0141 results in a $101.41 FY11
constant dollar estimate. The inflation adjustment to be recorded
in STARS is $1.41.

= There may be instances where a more specific calculation should be
used due to unique calculations within an estimate. This is not
usual and would be identified by the program/project person
providing the estimate. Any of these estimates are to be discussed
with CF-12 (Lois Jessup or Stacy Bleigh).
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i Liability Math

= Contingencies

Management Reserve - this the term used to describe contingency in the contractor
baselines and would be to address risks within the control of the contractor.

Funded and Unfunded Contingency — these terms describe contingencies in or
applied to the project lifecycle baselines and would be to address risks not under
the control of the contractor.

EM Program-Wide Contingency

= New for FY11 Site and project specific risk based contingency calculations
(previously based on uncertainty scores at the PBS level);

= With the exception of capital projects, contingency calculated is for liability
purposes only; and

= Represents moving from ~50% confidence-level to ~80% confidence-level.
EM and AFDCS Contingency Percentages are applied to:

= Adjustments outside of IPABS;

= Estimates outside of AFDCS; and

= Non-EM estimates.
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Appendix B

i Common Acronyms

HLW — High-lewel Waste

mMNF — Spent Muclear Fuel

MMSA —Mational Muclear Security Adrmind stration
WIFF —Waste Isolation Pilot Plant

SR.3 — Bavannah Fiver Site

MW — Mewada

EM - Office of Envirormental MManagement

FRB — Post-Retirernent B enefits

SOPP — Standard Operating Processes and Procedures
FB 5 —Project Baseline Summary

FL - Emarommental Liabilities

IPABRS — Integmated Flanning, Accountability, and Budgeting
H() —Headruarters

OFCE. - Office of Financial Cortrol and Feporting
STARS — Btandard Accounting and Feparting System
LTs —Long-Term Stewardship

LIl — Office of Legacy Wanagement

D&D — Decontamination and Deconumi ssomng

LCC —Life-Cycle Caosts

o o o o o o o o o o o g a0

AFDCE — Active Facllities Data Collection System

FPC —Project Perfortmance Corporation

FIME - Facility Infonmation Matagement System

NWPA —Muclear Waste Policy Act

TSLCC - Total System Life Cycle Cost

Pu — Plitoniwm

MO - Mixed-Owxide Fuel Fabrication Facility

HEU - Highly Ennched Uranium

EPA — Fnwironmental Protection Agency

CER.CLA - Cormprehensive Environtnental Fesponse, Compensation, and Liability Act
FCEA —Fesource Conservation and Fecovery Act

HEWA - Hazardous and Solid Waste Amendments

FEOICPA — Eneray Emplovees Occupational Niness Compensation Program Act
REC A -Radiation Exposure Compensation Act
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Appendix C
EM SOPP

Overview

Objectives

Field Roles and Responsibilities
Key Guidance
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i EM EL SOPP Overview

= EM is required to annually update the environmental
liability (EL) estimate before it is recorded in the
financial statements.

= The SOPP is applicable to all Federal and contractor
personnel responsible for estimating and/or reporting
the EM EL estimate.
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EM EL SOPP

= The SOPP is to be used for developing and reviewing
EM EL estimate to:

Ensure that the approach used to formulate the estimate are
consistent and properly documented;

Ensure that the estimate is accurate and complete; and

Ensure interfaces between sites and other programs are factored
into the estimate.
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i EM EL SOPP Obijectives

= The objectives of the EM EL SOPP are to:

Clarify the roles and responsibilities at EM HQ and the field sites for
preparing and reporting the EM EL estimate;

Reduce errors and inconsistencies in the preparation of the
estimate;

Improve the ability to reconcile and explain changes from the
previous audit period;

Simplify reporting of information during the audit;
Improve documentation of assumptions, explanations to auditors,
adjustments and subsequent events reported during the audit.
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EM EL SOPP Field Roles and
Responsibilities

= Each field site must designate a single POC for the
EM EL estimate who will:

= Serve as the field office liaison for information
dissemination;

= Coordinate site visits and conference calls requested by the
auditors;

= Obtain EM HQ approval to release any draft or preliminary
documents requested by the auditors;

= Ensure long-term stewardship (LTS) start dates coincide
with PBS end dates for completion of EM work at the site;
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EM EL SOPP Field Roles and
Responsibilities

= Verify that decontamination and decommissioning (D&D)
costs are included only for facilities owned by EM;

= D&D costs for active facilities are recorded by the PSOs as a non-EM EL
(REL) liability; and

= EM should not record a liability for D&D of non-EM facilities until these
facilities are formally accepted into the EM program.

= Print the IPABS-IS GEN-2 reports for all PBSs for the site,
obtain the appropriate signatures on each GEN-2 report,
scan the signed reports and upload them to the IPABS-IS EL
module; and

= Prepare responses to audit findings issued to the site.

= These responses must be coordinated with the EM HQ Liaison (S.
Gomberg) and the Office of Financial Control and Reporting (L. Jessup
and S. Bleigh).
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EM EL SOPP
Key Guidance

Estimates are submitted into IPABS in current dollars;
= IPABS de-escalates the estimates into constant dollars;

= Field sites are responsible for ensuring that the correct escalation rates are
reflected in IPABS along with the annual cost profile.

If a range of estimates are available, and all points in that range
are considered equally probable, then the lower end of the
range should be recorded in the estimate;

= If any point in the range is more probable than the other points in the
range, the more probable point must be recorded in the estimate.
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EM EL SOPP

i Key Guidance

If new information becomes available, that materially affects the
estimate, prior to issuance of the audit opinion (approximately
the 2" week in Nov.) the estimate should be adjusted if the
change is considered probable;

= If sufficient time is not available to fully review the updated cost
information, a placeholder adjustment should be recorded;

= All adjustments must include an explanation for the basis of the
adjustment; and

= A zero adjustment can be made in IPABS to document that the new
information was considered as long as the reason for not making the
adjustment is documented and justified.
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EM EL SOPP
Key Guidance

= EM portion of the EL estimate is based on four
components:

= Approved PBS lifecycle costs at the 50% confidence level
(under configuration control), includes near-term baselines
(NTB), out-year planning estimate ranges (OPER), and non-
projects;

= Pending change requests;

= Adjustments — any increments not included in the two
categories above, including:
= New scope;
= Cost growth;
= Changing assumptions;
=« Performance; and
= CFO adjustments. 71



EM EL SOPP
Key Guidance

= Adjustments; (cont.)
= May be submitted at any point during the reporting period,
up until early November.
= Contingency — accounts for uncertainty in the
estimate, including:
= NTB and OPER; and
= Non-projects.

= Calculated using:
= Uncertainty scores in IPABS (prior approach);
= Risk-Based Methodology (FY11 approach).
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EM EL SOPP
i Key Guidance

s LTS:

= Field offices must prepare a placeholder estimate for LTS
costs at sites where EM has an active cleanup mission until
EM work is complete and the LTS responsibility transitions to
the PSO or LM;

« Start date for LTS must begin the year after EM work is
complete;

= LTS should be estimated for 75 years from the current year
unless otherwise stipulated in statues, regulations,
agreements, etc.;

= LTS should be updated annually for changes to EM project
schedules, changes to end-states that result in different
monitoring and surveillance activities, etc.
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Appendix D

!'_ Active Facilities Asbestos Estimation

AFDCS Guidance
Process Flow
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Active Facilities Asbestos Estimation
AFDCS Guidance

ASBESTOS DATA COLLECTION

The Federal Accounting Standards Advisory Board has mandated that the Federal govemment comply For FY 2011, additional information will be required for those facilities that have asbestos. Users will be
with an accounting standard which requires the estimation of and inclusion of asbestos-related cleanup  required to answerthe following questions for facilities that meet the criteria described above:
costs in agencies’ financial statements. To meet the requirements of this rule, the Active Facilities Data

Collection System (AFDCS) will collect asbestos data in addition to our current data collection effort. The - Does the facility contain asbestos?
data will be collected within the normal facility record update and submission in AFDCS. - |sthe ashestos friable?
- Ifyes, isthe friable asbestos included in the ES&H estimate?
In order to accurately capture the asbestos data and create the associated liability estimate, this yearal - Ifyes, after the planned ES&H action, will there still be ashestos present in the facility?
sites are required to complete the previously existing field “Does the facility contain asbestos?” for all - Forall asbestos containing material (friable, non-friable, etc.), is the contamination Incidental,
facilities that meet the following criteria: Situational, or Significant?
¢  All "No Liability" facilities (that are not excluded from the estimate). Note: Only indicate “yes” to ashestos if the facility structure itself contains asbestos. As with other types
e All Facilities excluded as "Other" (exclusion code "6") of contamination in AFDCS, information is not required on equipment or other removable facility

components that may be contaminated with asbestos,

Note: Only indicate "ves" to asbestos if the facility contains asbestos and DOE has cleanup
responsibilities for the facility.

Asbestos information will not be required for facilities excluded as land or trailer, or for facilities that are
trailers or structures.

Prior to FY 2011, asbestos information was only required for those facilities that met the above criteria

and were built oracquired before 1990. For FY 2011, this information will be required for all facilities
that meat these criteria, regardless of the yvear built or acquired.
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Active Facilities Asbestos Estimation

Process Flow

Does the facility contain

No

ashestos?
[ [
Probable,
|5 the asbestos — Yes ~based No
friable? histaric use
] I
Endpoint
Yes Mo
|s the friable asbestos included in an
ES&H estimate?
[ [
MN/A Yes
I
After the ES&H action, will
any kind of asbestos still
be present in the facility?
Yes MNIA Mo |-t— Endpoint

For ALL asbestos containing material
{friable, non-friable, etc.)is the
contamination Incidental, Situational or

Significant?

.

Endpaint

Based on the responsesto each of these questions, the AFDCS cost moadel will calculate an estimate for
asbestos liability at each facility. The process will follow this basic outline:

1.

Does the facility contain asbestos? For every eligible facility, users must answer this question.
Users can select “yes’, 'no’, or ‘probable based on historic use’. If a user selects ‘no’, then no
further data is required and the process ends.

Is the asbestos friable? If the user selects ‘yes’ or ‘probable based on historic data’, then they
must indicate whether the asbestos is friable.

Is the friable asbestos induded in the ES8H estimate? This question is only asked of users who
have indicated that the facility contains friable asbestos. If the friable asbestos has resulted in
an out of compliance with applicable laws and regulations condition, the cost of actions to come
into compliance is an ES&H liability that must be recorded.

After the planned ES8H action, will any kind of ashestos still be presentin the facility? For
facilities where ES&H action will remove all asbestos from the facility, we do not want to include
this in the AFDCS liability estimate since the cleanup liability has already been accounted for in
the ES&H estimate.

For all asbestos containing material (non-friable, friable, etc.) is the contamination Incidental,
Situational, or Significant? Users must indicate which of these general categories best
describes the extent of all ashestos contamination in the facility. /ncidentaf contamination
refers to small amounts of asbestos that were not related to particular missions or activities at
the facility. Situational contamination also describes a relatively small amount of asbestos, but
the contamination is related to specific mission activity. Significant contamination is present if
removal or demolition would be a major concern for significant portions of the facility.

If the facility does have asbestos contamination, the site will also have to verify that the facility's active
size and footprint are correct. Please note that all facilities with asbestos will need to have active size
and footprint data entered into AFDCS prior to submissian. If the facility does not contain asbestos, then

the facility record is complete after the user selects "no" to the asbestos question.
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Appendix E
Newly Generated Waste Liability Guidance

Determining whether an environmental liability for 'newly
generated wastes' is required for non-EM funded work:

Does the waste actually exist as of the financial reporting date? Waste projections
should not be included unless the projected wastes result from clean-up activities.

What type of wastes are these: routine industrial-type wastes or unique wastes
requiring non-commercial disposal?

For wastes needing non-commercial disposal such as TRU, HLW, mixed or
classified it is unlikely that generation and final disposition will happen within a 12
month period. For these wastes, an environmental liability for the disposition of
wastes held as of the end of the financial reporting period must be recorded.

For wastes with commercial disposal paths, are the wastes periodically (quarterly,
weekly, monthly) disposed of AND will the waste be disposed of within 12 months
of being generated? If yes, no liability needs to be recorded. If no, an
environmental liability must be recorded for the cost of disposition of the backlog

of wastes existing at the end of the reporting period.
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Appendix F
ES&H Liabilities

Definition
Guidance
Training Presentation
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ES&H Liability
i Definition

= The Environment, Safety and Health (ES&H) liability
represents costs to bring facilities and operations into
compliance with existing:
= ES&H laws;
= Regulations; and
= Applicable Department of Energy (Department) Orders.
= Sites that have been “grandfathered” in for certain

regulations are considered to be in compliance with
existing guidance.
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ES&H Liability
i Guidance

= During the FY 2011 ES&H liability update, sites are
required to use:
= Most current ES&H Management Plan; and/or
= Equivalent planning documents.

= Amounts reflected in the funded and unfunded
compliance Activity Data Sheets (ADSs) should be
summed for FY 2012 and beyond.
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ES&H Liability
i Guidance

= The FY 2011 estimate should be aggregated using
the following three compliance funding categories:

= Funded operating expenses (OE) and capital equipment (CE)
activities within your Target Level, summed for FY 2012 to
the completion of the activity;

= Funded general plant projects (GPP) and line-item
construction projects (LIP) within your Target Level,
summed for FY 2012 to the completion of the projects; and

= Total estimated funding (OE, CE, GPP, and LIP) for all
currently unfunded compliance activities to be funded in the
future, summed for FY 2012 to the completion of the
activity/project.
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ES&H Liability
Guidance

= ES&H liability estimates must include:

= All ES&H compliance activities funded by all Cognizant
Secretarial Offices, except the Office of Environmental
Management (EM).

= The EM portion of the ES&H compliance liability will be reported under

the environmental liability estimate and should not be duplicated as an
ES&H liability.

= ES&H liability estimates must be updated for 3 Qtr

and 4t Qtr financial statement reporting.
= Any potential material changes to the liability as a result of
events (e.qg., fire damages) occurring after the 3rd quarter

submission (but before year-end) must be included in the
year-end ES&H liability.
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FY11 Field ES&H Guidance

FY 2011 ES&H Guidance - Field

The ES&H liability represents costs to bring facilities and operations into compliance
with existing E3 &H laws, regulations, and applicable Department of Energy
(Department) Orders. Consistent with the approach used in reporting last year’s estimate,
offices are to use the most current ES&H Management Plan or equivalent plarming
documents, as the basis for estimating your FY 2011 ES &H liability.

The FY 2011 estimate should include the total estimated costs of all compliance activities
identified in your FY 2012 ES&H Management Plan or equivalent alternative. Amounts
reflected in the funded and unfunded compliance Activity Data Sheets (ADSs) should be
summed for FY 2012 and beyond. The FY 2011 estumate should be aggregated using the
following three compliance funding categories:

1. Funded operating expenses (OF) and capital equipment (CE) activities within your
Target Level, summed for FY 2012 to the completion of the activity;

2. Funded general plant projects (GPP) and line-item construction projects (LIP) within
your Target Level, summed for FY 2012 to the completion of the projects; and

3. Total estimated funding (OE, CE, GPP, and LIP) for all currently unfunded
compliance activities to be funded in the future, summed for FY 2012 to the
completion of the activity/project.

Please note the estimate should include all ES&H compliance activities funded by all
Cognizant Secretarial Offices, except the Office of Environmental Management (EM).
The EM portion of the ES&H compliance liability will be reported under the
environmental liability estimate and should not be duplicated as an ES&H liability. In
addition to recording the ES &H liability in the accounting system, each field office must
maintain documentation descnibing all adjustments to the prior year ES&H compliance
liability. Also, the Energy Finance and Accounting Service Center year-end reporting
guidance will ask offices to provide a reconciliation schedule showing the differences
between the FY 2010 and FY 2011 ES&H liabilities in terms of compliance activities:
(a) completed; (b) re-gcoped; or (¢) no longer deemed necessary.

Due to the government-wide due date for audited financial statements, it is necessary for
your ES &H liability estimate to be included in the third quarter financial statements.
Finally, to ensure the year-end financial statements reflect the best information available
regarding the Department’s E3 &H liabilities, any potential material changes to the
liability as a result of events (e.g., fire damages) occurring after the third quarter
submission, but before year-end, must be considered in estimating the ES&H liability.

As required in prior years, the field offices should retain signed copies of all compliance
ADSs or equvalent documentation at their sites for audit purposes. In addition, a copy of
management’s attestation of the accuracy of the cost and scope of the ES &H data must be

made available for audit review purposes. A template for management’s attestation is
available on iPortal and should be completed, saved on iPortal and emailed to
stacy.bleigh(@hq.doe.gov by July 11, 2011 and October 10, 2011 respectively. The
Office of Financial Control and Reporting, Brookhaven National Laboratory, and
Lawrence Berkley National Laboratory have been selected for detailed test work related
to the FY 2011 ES&H liability estimates. However, additional sites may be selected for
detailed test work throughout the course of the audit.

Questions regarding ES&H liabilities should be directed to Stacy Bleigh at (301) 903-
0149.

83



i ES&H Liability

Field and site office managers are required to sign an ES&H
Attestation Statement that is ultimately rolled-up into the
overall DOE Management Representation Letter.

ATTESTATION

Environmental, Safety and Health Liability Estimate
Fiscal Year Ending September 30, 2011

Program Office Name

Liability estimates for Environment, Safety and Health (ES&H) have been reviewed by
management and are comprised of all required compliance activities, funded and
unfunded, and only these activities. Improvement activities or future upgrades are not
included. The ES&H liability estimates represent our best understanding of the scope
and cost of activities needed to bring facilities into compliance with applicable laws,
regulations, executive orders, and DOE Order requirements. Further, these estimates
fully comply with the attached issued guidance memorandum.

Name and Title of Certifier Date
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