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Thank you, Mr. Chairman, and members of the Board for providing me the opportunity
to address you today. In my role as the Deputy Secretary of Energy, I serve as the
Department’s Chief Operating Officer and have responsibility for providing direction to
all DOE organizations, including NNSA. The subject of today’s hearing — safety

oversight — is a critical component of the Department’s management system.

performed safely very seriously, and the Secretary has made this clear from his first year
in office. For example, the Secretary stated, in remarks at the 2001 Executive Safety
Conference, “I want to speak about safety because nothing is more important. If we do
this well, everything else will fall into place. If we fail, nothing else we do can make up
for that failure.” All of our Department leaders are committed to conducting business in
a manner that protects workers and public health and safety and the environment. We
honor this commitment by understanding our operations and the associated hazards and
establishing appropriate systems for controlling the hazards and managing the inherent
risks. We strive to cultivate a questioning attitude at every level of the organization. We
are committed to continuous improvement of our operations. Our goal is to establish and
maintain a strong and enduring safety culture, with safety as an integral part of all of our

work practices.

I personally appreciate having had the opportunity to work with the Board and I strongly
believe the Board plays an important role in providing an independent and critical
perspective on the Department’s defense nuclear facility activities. External scrutiny is

necessary and helps us to improve. We believe the Department is on a good path, but one



that will require continued attention by the Department’s senior leadership. We also
believe that continued close scrutiny by the Board will benefit the Department and help

us to stay on course.

DOE’s Safety Management System

An effective safety management system includes senior leadership commitment and
focus on safety, a comprehensive set of safety requirements, a technically skilled and
qualified federal workforce, and effective contracts that communicate clear expectations
and allows us to hold contractors accountable. Oversight is conducted to ensure all parts

of this safety management system works as intended.

Integrated Safety Management (ISM) remains the foundation of the Department’s safety
strategy. In addition to safety hazards, safeguard, security, and environmental issues are
considered when planning an activity. Over the past five years, ISM has proven to be an
effective system for improving safety performance by ensuring that safety is an integral

part of all work activities from the initial planning stages through project closure.

As a key part of ISM, the Department requires that contractors establish feedback and
improvement mechanisms to verify that safety requirements are being implemented and
ensure continuous improvement. However, we cannot and do not rely solely on
contractor assurance programs. ISM also requires DOE line management engagement
and oversight to ensure that contractor programs are effectively implementing DOE
safety expectations. We believe that ISM has improved safety performance by ensuring
that line and facility managers are directly involved in and responsible and accountable
for safety management. The benefits of this approach are seen through the review of
various performance metrics, such as a downward trend in injury and illness rates at our

facilities. We plan to continue to use the ISM framework to further enhance our safety

systems.

We recognize there is more to do. While ISM continues to improve and mature, we

nevertheless recognize that there are weaknesses in ISM implementation that need



continued attention and improvement. For example, we do not always identify all
hazards adequately, and the feedback and improvement steps need significant work. We
believe that a fully-developed ISM system will address these and other problems,
however, and are committed to the ISM system as an enduring part of the Department’s

safety culture.

DOE Oversight

Effective oversight is a required element of a rigorous safety management system.
Oversight is the method by which the Department is assured that its policies are
implemented. Appropriate oversight must be performed at every level of the

organization.

The missions and goals of the Department are set by the Secretary. The environment,
safety and health framework under which we conduct those missions and meet those
goals are articulated in DOE orders, rules, manual, and guides. We have rigorous
processes in place for managing changes to these requirements. The Department has
continued its multiyear focus on improving its requirements by removing overly
prescriptive, redundant and conflicting requirements where possible. However, the
primary principle in our efforts to streamline requirements has been and remains that

DOE requirements must ensure adequate safety.

The Under Secretaries implement our missions through their Program Offices and
contracts with private companies. Appropriate contract clauses ensure that contractors
perform missions in a manner that is consistent with DOE safety expectations and
requirements. We use performance based contracts to encourage innovation, to ensure
progress towards goals and to promote cost effective approaches. We must strive to
clearly define safety requirements as well as mission goals in our contracts, so that the
contractors are held accountable and rewarded for accomplishing work safely, and not
rewarded if safety is degraded. ESE and NNSA site offices provide direction to the

contractors and monitor safety performance on a day-to-day basis.



As examples, safety performance is an entrance requirement for contractors to do work
for EM. However, when safety performance expectations are not met, EM has used the

contract to hold the contractor accountable through the use of fee with holdings and fines.

In 2003, EM exercised this clause at a number of its sites including:

e In July 2003, at the Fernald Site, the contractor's fee was provisionally reduced by
$100,000 for unacceptable work controls in decommissioning work; this will be
converted to a final fee reduction if Fernald does not produce improvements in

this work.

e In August 2003, at the Savannah River Site, the contractor was penalized
$750,000 for poor radiological control practices where three employees received
doses of 700, 400, and 200 mRem and records were falsified after work on

removing material in a glovebox.

e Again in August 2003, at the Idaho Site, the contractor's fee was reduced by
$200,000 for failing to meet requirements and expectations of the Safety

Management System in the areas of industrial safety and quality control

e Within the past six months, the Office of Price-Anderson Enforcement has
proposed to NNSA five enforcement actions. The actions carried significant

associated civil penalties.

DOE took these actions long before performance reached a level where workers were
seriously injured. Ultimately, each of the DOE program organizations are accountable
for determining that their directions and policies are implemented correctly by
performing effective oversight. The Secretary and I have insisted that the contractor
responsibilities for safety are clearly defined and that we aggressively hold them

accountable for their performance.



The DOE line organizations have recently reviewed and restructured their organizations,
or are in the process of doing so. The overall Department goal is to clearly define roles
and responsibilities, promote efficiency so that finite resources are used most effectively,
improve our oversight efforts, and make sure that the appropriate, technically qualified
staff are available at all levels. Both Under Secretaries will speak to the actions they are
taking for their areas of responsibility. I expect an effective and efficient organization
that clearly communicates the Departments safety requirements and policies, verifies
these policies are being followed and validates appropriate outcomes are achieved as a
result of these policies. This verification and validation is obtained through proper

oversight.

In addition, the Office of Independent Oversight and Performance Assurance (OA)
provides an independent verification of the effectiveness of line management’s
implementation of safety requirements. OA evaluates the effectiveness of the oversight
programs of the contractors, the field element, and the Program Offices. OA also
provides critical information on the effectiveness of the policies in meeting our safety
goals. This feedback is important to allow DOE to continuously improve our safety

performance, our oversight, and our safety requirements.

We have recognized the need for a comprehensive DOE oversight policy. As the Board
is aware, we initiated an effort early this year to develop Departmental directives to guide
more effective and consistent oversight for safety as well as for other critical functions
such as security, cyber security, and emergency management. We have drafted a new
Policy and an associated DOE Notice that provides implementation instructions. Copies
of these draft directives have been provided to the Board staff concurrent with the
Department’s internal review of the draft documents. We welcome input from the Board
as we move forward with implementing this important tool for improving the

effectiveness of our safety and security programs.



Columbia Accident Report

One of the hallmarks of a strong safety culture is learning from experience, including the
experience of others such as in the tragic Columbia accident. The Secretary and [ have
each reviewed the Columbia accident investigation report. In reviewing this report, I was
struck by some parallels between NASA (National Aeronautics and Space
Administration) and the Department of Energy.

For example, our pride in our long history of technical accomplishment could lead to
overconfidence and the loss of the critical eye and questioning attitude essential for
sustained excellence. We have organizational barriers that sometimes prevent prompt
and effective communication. We depend on contractors for significant portions of our

work and often send mixed signals to them on our performance expectations.
All of these challenges are issues we have identified and are in the process of correcting.

There are undoubtedly others. Therefore, the Secretary has directed all Headquarters and
field senior managers to review the Columbia investigation report and take necessary
actions based on lessons learned. We have also begun scheduling meetings with NASA
senior managers on specific topics of common interest. We are committed to learn from
the events that led up to the Columbia accident, and make changes to the Departments

policies and procedures as appropriate.

Conclusions

In summary, I believe that our safety management system has a sound foundation and
individual components are substantially in place and functioning. The DOE record
shows that we are steadily improving our safety performance. Our senior management
team fully intents to continue this trend. However, we know we are not done yet. We are
committed to continuous improvement. The Board’s feedback has helped us to identify

areas where we need to improve and I believe you will continue to do so.



Both Under Secretaries will next describe to you the ongoing efforts in their
organizations for line management oversight of contractor performance and to assure
safety. In addition, Mr. Glen Podonsky will share his views and experiences in his role in
providing independent oversight. I will be happy to take any questions you have at this

time.



