Washington DC 20585
April 10, 2012 |
QFFICE OF THE ADMINISTRATOR
Dr. Paul J. Hormert
Sandia Coraration -
P.0O. Box 5800

Albuquerque, New Mexico 87185

AsttheeDetamﬂnaﬁonOﬁmdfmSan&anpomonsmemnnbu

- "DE-AC04-94AL85000 with the U.S. Department of Energy, National Nuclear Security
Administration, | have determined that the Motor Vehicle Accident that occurred at
Kodiak Island, Alaska on February 23, 2006, constitutes a “catastrophic svent™ under
Clause 1.75, “DEAR 970.5215-3, Conditional Payment of Fee, Profit, or Incentives (DEC
- 2000)" and that a reduction of foe is warranted.

Before determining the amount of fee reduction, I am seeking your views on any
moitigating circumstances related to this catastrophic event that 1 should consider. Please
provide me this information no later than 10 days of your receipt of this letter.
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May 10,2012

Ms. Neile L. Miller

Principal Deputy Administrator

National Nuclear Security Administration
Deparniment of Energy

Washington, D.C. 20585

Dear Principat Deputy Administrator Miller:

Subject:  Contract No. DE-ACO04-94AL85000
April 10, 2012, Principal Deputy Administrator’s Request for Information
Under DEAR 970.5215-3, Conditional Payment of Fee, Profit or Incentives (Dec 2000)
Motor Vehicle Accident in Kodiak, Alaska

This letter responds 1o your April 10, 2012, request for input from Sandia Corporation (Sandia) under
the above referenced Contract as you consider whether a reduction of Sandia’s fee is warranted under
DEAR 970.5215-3, the Conditional Payment of Fee, Profit or Incentives {Dec 2000) clause. Your April
10, 2012, tetter was hand-delivered to me on April 30, 2012, by Geoff Beausoleit, MNSA’s Sandia Site
Officc Manager. The basis identified in your letter for a potential reduction in Sandia’s fec ariscs from a
February 23, 2006, motor vehicle accident which occurred near Nayrow Cape Lodge involving Sandia
employees who had been performing NNSA approved national security work for the Missile Defense
Agency (MDA) at the Kodiak Launch Complex earlier that day. Four Sandia cmpioyees were injured as
a result of the vehicle accident, two seversly.

For the reasons stated in this letter, while Sandia acknowledges that this was a tragic accident. we do not
believe it is ¢ither justified or consistent with the relevant contractual and regulatory fr.amework for any
reduction of fee to be taken here. The basis for our position is premised on several points.

1. 122003, based on an amendment to the Atomic Energy Act, DOE revised its ES&H regulations
and the Conditional Payment of Fee clause to remove catastrophic events as s basis for the
discretionary reduction of fee. Instead, DOE, in response to Congressional direction, instituted a
new clause focused more objectively on ES&H performance. [t is this current. slatutorily
mandated standard that shouid be applied here.
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2. As1belicve you are aware, the Sandia Site Office Contracting Officer, after a thorough review
of the facts concering the accident, madc a final determination that the costs associated with the
accident are allowable costs under Sandia’s Contract. A fee reduction would be inconsistent
witly that allowability determination.

3. Sandia is concemed, based on the wording of your request for information, that you already have
dcicrmined that a fee reduction is in order, even though the Conditional Payment of Fee clause
requires considcration of whether willful misconduct or ncgligence was involved in the
triggering event and whether mitigating factors would eliminate or reduce any fec adjustment
under the clause. The current version of the clause requires the contracting officer, and not the
Fee Determination Official (FDO), to assess these mitigating factors and to make the
determination on any fee adjustment. While the clause in Sandia’s Contract is silent on the
mitigating laclors t0 be considered, the current version of the Conditional Payment of Fee clause
sets forth a helpful hstmg of mitigating factors that must be taken into account on any fee
reduction.’

4. Your proposcd action has long term negative implications for Sandia Nationa! Laboratories and
our ability to support national security. This conclusion applies in this instance to the Work for
Others (WFQ) at issue, which constituted national security work squarely within the purposes
stated in the NNSA Act. The Act specificelly establishes that the NNSA Administrator shall
providc for the use of national security laboratories’ capabilitics by agencics and entities outside
of the NNSA.

When all of these factors are considered, it is clear that no reduction of Sandia’s fee is warranted. 1
would weicome the oppertunity to discuss these points with you and to address any further questions
you may have. .

DISCUSSION .

The motor vchicle accident at issue and its consequences have been the subject of extensive exchanges
of information between Sandia and NNSA s Sandia Site Office. Ido not belicve it would be productive
1o recount here all the details of those exchanges. However, as background to the following discussion,
there are a few cssential facts that help place the issues in context. The accident occurred in connection
with 2 WFO agreement under which Sandia personnel were supporting MDA’s launch activities at a
remote location in Alaska. This was a unique, off site engagement in which mission requirements were
sct by MDA under the WFO agreement. Such customer requirements led to launch delays and a swilch
to nighttime operations with Sandia employccs working extended hours — factors contribitting to the
eventual accident,

Very generally, u government-owned vehicle had become stranded, and it was believed that it would be
swepl away by the rising tide. Accordingly, a Sandia senior manager directed that it be retrieved. The
senior manager’s direction to take action to preserve government property {i.c., the vehicle) was
reasonable, appropriate, and consistent with the Contract’s Property Clause. There are no facts known
w Sandia, or presumably to the Sandia Site Office. which support in any fashion a conclusion that the
senior manager disregarded the safety of the personnel involved or other hazards in directing that the
vechicle be retrieved.

As the accident occurred Tollowing the celebration of a successful Jaunch at which alcohol was
consumed, it had been suggesied initially by NNSA that alcoho! was a significant fm{mﬁin the accident.
The facts strongly support a conclusion that this suggestion is not correct. __ . had

Ay

a blood alcohol level well below that at which the Siate of Alaska presumes a person is under the
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influence of alcohol. lnstead the facts strongly support & concluswn that fatigue was the leadmg. if not
sole, factor in the accident.

Your request for input statss that you have determined that the motor vehicle accident constitutes a
“catastrophic event™ under the Conditional Payment of Fee clause and that a reduction of fee is
warranted. Your letter reguests Sandia to pravide its views on any mitigating circumstances related to
this “catastrophic event” that you should consider in making your final determination_ Sandia believes
that no reduction of fée is warranted based on the circumstances of the accident at issue. While the
version of the Conditional Payment of Fee clause in Sandia’s Contract provides for unilateral discretion
in the FDO 1o reduce fee based on the occurrence of a “catastrophic event,” DOE's policies and
regulations for the conditional payment of fec had changed substantially by the time of the accident at
issue. This change was mandated by Congress in a Fiscal Year 2003 amendment to the Atomic Energy
Act. That amendment imposed specific requirernents 10 be implemented by DOE for any reductions of
fee due to ES&H performance failures. In responsc to that statutory mandate at 42 U.S.C. 2282¢. DOE
revised the Conditional Payment of Fee regulations and relevant contract clauses. Although NNSA has
never inseried the siatutonly mandated clause into the Sandia Contract, the terms of that clause and the
regulatory history behind the clausce’s promulgation provide sofid guidance for any fee reduction that
NINSA may consider in this instance.

First, and perhaps most imponant, DOE’s and NNSA’s current fee reduction regulations have
eliminatcd the concept that any fee reduction should occur based solely on the occurrence of a
“catastrophic event.” Whilc this concept existed in the December 2000 version of the rclevant clause, it
was climinated in the rewrite of the clause in December 2003. In making this change to the regulations.
DOE stated, “[T}he interim final rule includes language making it clcar that performance failurcs only
occur if the contractor does not comply with the refated terms and conditions of the contract. The mere
vccurrence of an event does not necessarily create the porcnlwl for a fee reduction” (68 Fed. Reg.
68773, Dec. 10,2003). The regutatory history for the 2003 revision to the Conditional Psyment of Fee
clause and regulations underscores that, based on the then recent amendment to the Alomic Energy Act.
a purely discretionary reduction in fee based on an “event” would no longer be consisient with DOE’s
requirements for such reductions.

Second. and consistent with DOE's current focus under the Conditional Fee Reduction clause, the
matters underlying the accident in Kodiak have been the subject of an extensive, in-depth review by
both Sandia and the Sandia Sitc Office. The focus of that review was Sandia’s compliance with the
terms of its Contract and the aliowability of the refated costs. On October 11,2011, after ali of thesc
detailed exchanges, the Sandia Site Manager and Contracting Officer, Patty Wagner. made a final
determination that the costs related to the Kodiak accident were allowable costs under the Sandia
Contract. That detecmination necessarily was based, in part, cr Ms. Wagner's consideration of whether
any of Sandia’s actions were noncompliant with the terms and conditions of Sandia’s Contract. That is
an essential element of any cost allowability determination. That finding. based on detailed analysis and
fact-finding by the contracting officer, is consistent with the proper focus under the Conditional
Payment of Fee clause: “Was there a noncompliance with the ES&H tcrms and conditions of the
contract constituting e performance failure that warrants a reduction in fee?” The contracting officer’s
fina) determination allowing the costs of the accident strongly supports the conclusion that no such non-
compliances for performance failures occurred with respect 1o the Kodiak accident.

Third, | am troubled by the process that appears lo have been followed in your issuance of the April 10,
2012, letter. The regulatory framework for fee reductions, which DOE implemented in 2003 and has
been in effect for now almost a decade, contemplates that it will be the contracting officer who will
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make the determination of a reduction of fee and aot the FDO, See 970.5215-3(a)(4) {providing that, if
the contractor does not satisfy the contract's ES&H performance requirements, the fec may be
unilateraily reduced by the contracting officer). The transfer in responsibility from the FDO to the
contracting officer to decide on a fee reduction is consistent with the ncw system for fee reductions
introduced in 2003 and continuing to today whick: requires a8 morc particularized examination of the
contractor’s overall E$&H compliance.

Fourth, regardiess of whether the contracting officer or you, in your capacity as FDO, are responsible for
making the fee reduction determination, | am concerned based on the wording of your lctter that the
determination has already been made to reduce fee, and the only remaining question is to determine the
amount. The December 2000 version of the relevant clause provides that ““(i]n determining any
diminution of fee . . . resulting from a catastrophic event, the FDO will consider whether wiliful
misconduct and/or negfigence contributed 1o the cecurrence and will take into consideration any
mitigating circuinstances presented by the contractor or other sources.” 970.5215-3(b} (Dec 2000
version)(emphasis added). This quuted text supports the conclusion that before making any
determination that a fee reduction is warramed, the FDO should consider whether both willful
misconduct or negligence contributed so the catastrophic event and the relevant mitigating
circumstances. In other words, these considerations are not limited to determining the amount of any fee
adjusiment after a threshold determination 1o reduce the fec has been made. They need to be considered
in the first instance, and it docs not appear 10 have occurred here based on the wording of your April 10,
2012, lener.

Fifth, as noted above, the Conditional Payment ot Fee clause in the Contract contemplates consideration
of mitigating circumstances as well as other factors in determining whether and o what extent a fee
reduction is appropriate. This older version of the clause does not identify any mitigating circumstances
1o be considered. DOE's currunt clause and reguiations for the Conditional Payment of Fee identify a
nonexclusive list of mitigating factors that the contracting officer must take into account in considering
any reduction of fee. A number of the fisted factors bear directly on 1he fee reduction issue raised by
your letter: ’

. f control the Contrac v ¢ event or incident. As noted in my brief summary of

the motor vehicle accident in Kodiak. this was an incident that occurred off of Sandia’s laboratory
facilities, in a remotc location. The Sandia team’s schedules were dictated by the changing

" operations from day to nighttime hours to meet Federal Aviation Administration specified launch
hours, as well as technicat delays. Emplovees worked significant overtime hours leading up to-the -
launch. This increased their fatigue which appears 1o have been the leading, if not the sole, factor in
the accident. The accident also occurred, in effect, “after hours,™ following a celebration with other
MDA employees and contractors for a successful launch. Notably, DOE’s guidance in effect at the
time of the accident expressly recognized the unique nature of accidents involving employees’ use of
government-owned vehicles at offsite locations as being outside the framewaork for the type of
ES&H accidents subject to the accident review process. See DOE Order 225.1A {Rescinded),
Atachmenm 2 (“Offsite accidents meeting the Type A or Type B criteria invoiving Federal or
conteactor cmployees driving government-owned or rented vehicles shall not be investigated unless
the Head of the Field Element determines an investigation is appropriate based on circumsiances
surrounding the accident or the potential for signilicant lessons leamed.”)

‘The motor vehicle accident at the Kodiak site was an unforescen event resulting from a number o
factors (including the remote location. Jong hours of support to meel customer necds, outside the




Ms. Neile L. Miller -5- May 10, 2012

tyvpical Sandia environment, fatigue, adverse conditions including darkness, off-duty conduct and
possibly alcohol consumption). Sandia provided housing at the Namrow Cape Lodge to be close to
the Kodiak Launch Complex, 1o avoid unnecessary additional travel afier iong hours, thersby trying
to prevent vehicle accidents. .

. -identification and L v itigate { d re cs.
Following the event. Sandia management creatcd OP-21, Requirements for Off-Nominal Work
Conditions. for Sandia’s Integrated Military Systems Center, 1o further emphasize the applicability
of Sandia’s policies and procedures to remote work. Sandia's Integraied Military Systems Center,
responsible for most remote ficlding operations and activities of this character. also conducts regular
management safety reviews and work planning and controls meetings. An investigation of the
accident was conducted and shared with management. The senior manager received counseling on
his management accountabilities and responsibilities for employee safcty. The vice president
received performance fecdback about cxpectations regarding employee safety, risk. and operational
exccllence in regards 1o remote operations.

*  Genernl status (trend and absolute pecformance) of E an liance in related a Sandia
has made continuous improvement in ES&H areas, with development and improvement of the
integration of ES&H into Work Planning & Controls and Human Performance improvement. S5O
rated Sandia as Fxcellent in the FY20]1 Performance Evaluation Report. As noted above, OP-21
applies to remote operations and is regularly reviewed. ES&H support personnel have been
engaging with the vice presidents through the Executive Safety Committee to bring about awarcness
of safcty. The ES&H Dashboard has been utiliced since 2007 to display performance ineasures
related to the Performance Evaluation Plan, and the Sandia Site Office has regularly been briefed on
the status of the performance measures through the Joimt Performance Assurance Team. Quarterly
analysis is performed reguiarly in accordance with DOE 0 232.2, Occurrence Reporting and
Processing of Operations Information, as well 2s DOE O 231.1B, Environmental, Safety, and Health
Reponting. The results of the Quarterly Performance Analysis are prescnted to the ES&H
Management Review Board and identificd issues are then rolled up to be presented to the Executive
Management Revicw. In addition, ES&H has recently implemented a Severity Analysis which
scores events on various attributes including impact to worker, impact to-mission. and impact to the
environment.

* Contractor demonstration to the C tin icer’s satisfaction that inciples of industrial
ES&H standards are routinely practiced (¢.g., Voluntary Protection Program, ISO 14000). This was
not an instance in which Sandia’s failure to follow overall systems led to a tragic accident. Notably.
the motor véhiclé actident at issue was a single, unique event, which occurred outside of laboratory
facifities. The nature of that accident stands in contrast to the other instances that have triggered
modest fee reductions at other DOE sites where there were repeated and systematic failures resulting
in operational and safety issues. The fee reduction process is intended to dea! with those latier
instances and not the former. Sandia maintains an environmenta) management sysiern (EMS) as part
of its Integrated Safcty Managemem System (ISMS) that is third-party 1SO 14001:2004 certificd at
both Sandia/CA and Sandia/NM. Thc EMS is 2 continuing cycle of planning, implementing.
evalualing, and inproving processes to achieve environmental goals. In addition, enhancing the
ISMS requirements for effective integration of safcty into all facets of work planning and executior,
Sandia has conducted engineered safety pilot projects for a systems enginecring approach to design,
plan, and conduct of hazardous operations. Engineered safety is the process of systematically and
critically analyzing the cperational system to identify failure modes. The failure modes then require
a redesign or controls 1o mitiyate the consequences in the event of a failure. The operational system
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includes the test or experiment article, tools, equipment, and operational layout, including features
and characteristics, personnel. procedures, technical basis, and positive verification. Finally, quality
assurance criteria are integrated into ISMS and are applied to all work. Numerous Sandia
operations, including the Integrated Laboratory Management System, the framework by which
Sandia manzages all work done at Sandia, are third-party 150 9001:2008 centified for a sysiem
consistent to technical standards, administrative controls, and hazard controls for both indusiry and
govcmmem.

. cay ~Good Samaritan” act by the Coptra .. ofTsile e e3 . A

Sandia senior manager, who is not key personncl under the Contract, direcied the stranded vehicle be
retrieved, consistent with the Contract’s Property Clause. The employees willingly complicd. and
one even voluntecred 1o go along to assist. Empioyets had driven these vehicles in this location
previously. The cagerness to quickly assist and employec dedication led 1o an accident that even the
strongest controls likely would not have prevented.

e Com r de i at a performance me is routin i Yy
mainain FS&H performance. On an annual basis, Sandia reviews its ISMS by performing the [SMS
Effectiveness Review. The results of the ISMS Effectivencss Review are documented in the ISMS
Description which is transmined to the Sandia Site Office. Sandia slso conducts a thorough review
of its Worker Safety and Heaith Program Plan (WSHPP) on an annuai basis and ransmits the results
of that review 1o the Sandia Site Office. The WSHPP details the flow-down and integration of ISMS
requirements for Sandia projects, including those projects at rion-Sandia-controlled premises. Line
self-assessments have been performed in FY10 and FY11 to evaluste implementation of Work
Planming and Control. Each organization in Sandia/NM maintains an ES&H Coordinator to assist
compliance with ES&H requirements. ES&H support personnc! offer corporate-level assistance for
all ES&H disciplincs at all Sandia locations, including Environmental Compliance Coordinators 1o
assist line operations in meeting environmental reqmrcmcnts The Interdisciplinary Team approach
exists in Sundia/CA and consists of subject mattcr cxperts in all ES&H disciplines who mcet with
researchers, {acility engineors, and functional program managers to evaluate ES&H hazards and
definc methods to control those hazards for proposed projects and programs or any major
modifications to proposed projects and programs. Finally, safety committees ace in place for
implementation suppon and improvement of ES&H programs.

. nirgctor demon: io| ting Experience and Feedback Program is functioni t
rably affeets continuous i vements in ES& f lca

practices inter- and intra-DOE sites. Sandia maintains a Corporate Lessons Learned Program that
develops and evaluates site-specific lessons learned across all aspects of operations with a focus on
preventing recurrence of problems. During the NNSA Line Oversight Contractor Assurance System
Affirmation in November 2011, NNSA noted that the Sandia ES&H Lcssons Tearned is mature and
should be used to help other organixations achieve Lessons Learned maturity. Sandia also has
depioyed a LiveSafe website with training matcrials designed to support mansgement of employee
safety.

This letter outlines our legal concems with the potentia} actions you propose, as well as the continuous
safety improvement efforts we have had underway for many ycars. ‘These elements alone constitute
compelling reasons why the fee reduction action you are considering is not justified. However, | have
an additional concern with your proposed actions that has the potential 10 have negative implications far
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beyond allowability and challenges to fee. These implications are significant to the nature of the
Laboratories and our ability to support national security. Let me explain.

As discussed earlicr, | am puzzied by this action taken by the NNSA with no discussion or rationale
provided 10 me or my Icadership, especially afier the prior documented position on this accident. We
are also struck by the first ever invocation at Sandia of the “catastrophic clause.” [, and undoubtedly
my Board, cannot help but wonder why such an unusual and extraordinary step is being proposed on this
1s3ue at this ime.  Furthermore, we naturally juxtapose this proposed action with your recent decision 1o
effectively prohibit us from conducting BSL-3 work at other facilities which will undermine the long -
term viability of cur bio-security work. Taken in aggregatc ail these actions are interpretcd by me and
my leadership as intended (whether rightly or wrongly) to send us a message that our broader national
security work is not supported by the NNSA. As I'm sure you recognize, especially as you enter a
competition for the Sandia M&O Contract, the implications of such a message will impact our ability to
support the nation’s national sceurity challenges. First and feremost among the challenges that will be
impacted are the needs of our nation's nuclear deterrent, which we cannot meet without out broader
work.

Thank you for this opportunity 10 help inform your process for considering a fee reduction based on the
motor vehicle accident in Kodiak, Alaska. | strongly believe that no such reduction is justified or
warranted cither under the December 2000 version of the Conditiona} Payment of Fee clause or under
DOE"s stacutorily mandaied, current version of the clause and its jmplementing regulations. 1 would
welcome the opportunity to discuss these issues further with you and your staff at your convenience.

Sincerely,

?Q?M

Drt. Paul J. Hommert
President and {.aboratories Director

Copy to:

Thomas D" Agostino, DOE/NNSA

Gicof¥ Beausaleil. DOE/NNSA/SSO
Marillyn Hewson, Lockheed-Martin Corp.




) | Department of Energy .
, ‘November 21, 2012

Dr. Paul J. Hommert
P.0. Box 5300, Org. 00001, MS-0101
Albuquenqus, Now Maxico 87185

SUBJECT: Final Determination on Reduction of Fes for Kodiak Isiand, Alasks Motor
Vehicls Aceident

Dear Dr. Homment:

On April 10, 2012, I notified you thet as the Fee Determination Official (FDO) for Sandia
Corporation’s contract with the U.S. Depastment of Energy, Contract No. DE-ACO4-
SAALBS00, 1 have determined that the Mosor Vebicle Accident that occurred st Kodiak
Islend, Aleska on February 23, 2006, constituted a, “catastrophic event™ wader Claos
L75, Conditiona] Peyment of Fee, Profit, or Incentives (DEC 2000) of Seadia
Corporstion’s contract and that a reduction of foe was warranted.

Bedbwe deciding on the actual amount of feo reduction, 1 asked for your views on ey
tnitigating ciscumstances related to this catastrophic event that ] should consider. You
responded oo May 10, 2012, and I bave considered all of the informetion thet you
provided to me regarding this incident in making a1y decision on the amount of foe
reduction. My final foe reduction decision is sisched and incorporated fro this letter.

@ Peimost with nay ik an sdysied pape?




FEE DETERMINATION OFFICIAL'S FINAL DECISION
OF SANDIA CORPORATION'S FY2006 FEE REDUCTION
FOR XODIAK ISLAND INCIDENT

I'have decided to reduce Sandia Corporations FY 2006 eamed fee of $24,306,799 by 25 percent,
for a fee reduction in the amount of $6,076,699.73 for the tragic accident that occurred st Kodiak
[sland, Alaska, on February 23, 2008. On Agril 10, 2012, [ wrote to Dr. Paul Hommext, Sendia
Corporation President and Laborstories Director, to inform him that I had deterrnined that the
~ vehicle accident at Kodiak Island constituted a “catastrophic evert” under Clause L75, DEAR
970.5215-3 “Conditional Payment of Fee, Profit, or Incentives (DEC 2000),” and thata
reduction of fee is warranted (Attachment 1). I asked Dr. Hommert for his views on any
mitigating circumstances related to this catastrophic event before deciding on the amount of fee
reduction. [n a lotter dated May 10, 2012, Dr. Hommert provided me with his views on this issue
(Attachment 2). [ have considered all of the information that Dr. Hommert provided to me in
making my decision on the amount of Sandia’s FY 2006 eamnad fee that should be reduced.

THE ACCIDENT

Th&uof&sh&dhhﬁad&mtmdmﬂbﬁmnmﬁﬂmuﬂmd&dhﬂyﬂ
2007, entitied “Motor Vehicle Accident, Narrow Cape, Kodiak Island, Alaska™ that was
ccaducted by Sandia Corporation's Legal Division. This investigation was made to determine
what, if any, legal lisbility Sandia Corporation and its employess may incur in connection with
the accideat. In addition, severa] soparate investigations were conducted on behalf of those
injured in the accident, and the Alsska State Troopers conducted an investigation resulting in its
August 2006 report.

In Jassuary and February 2006, Sandia employees supporting the Missile Defense Agency
(MDA) were assigned to work a2 the Kodiak Launch Complex located at Kodiak Island, Alaskn
to assemble and prepare & Strategic Target Systemn (STARS) rocket and its payload for launch.
Beginning on about February 17, 2006, the efforts shifted to night operations to accommodsate
mission needs. During the week between February 17 and the launch of the rocket on February
23, Sendis employees worked long hours with work typically beginning at 2115 and ending carly
to mid-mommning the following day. The STARS rocket was successfully lsunched at 0709 on
Febmary 23, 2006. Beginning mid to late moming that day a launch celebration wes held at
Narrow Cape Lodge, located approximately three miles from the Kodiak Launch Complex,
where the Sandia employces stayed during their assignment at Kodiak Isiand. The launch
celcbration appeared to be an informal event, with no specific sponsor, aithough the interal
investigation revealed that such celebrations were apparently a tradition after a suecessful
lsunch. There were “launch beers™ purchased specifically for the launch celebration, and other




beer and liquor was available. There was evidenggshat all of the individuals who were involved
in the accident, . e
dnnhn.almhohcbevmg«duﬁngthehmhcdebuﬁon.

mwwmmmmﬁmmwmomm .mmbsof&mdu
employees decided to siart & bonfire., used his asxigned GSA Jeep Cherokeg o
ooﬂeﬂdﬁﬁwoodﬁomthewaCapbmh.uhmd:mﬁomthhdp.
W’MMMMMMMMGSAJmmWW Two
others, . deciged to accompany While on the
beach, the Jeep became stuck and » ) had to walk back to the lodge.
On their retun trip, they reportedly saw a large gully or sinkhole, Iater described to be
approximately six feet deep and twelve feet wida.
(b}e)

Upon their retqugs o the lodge, Ahe driver, apologized for)gatting the GSA Jeep stuck
and statedthat; - would retrieve the vehicie in the moming, _i Senior Manager,
directed nmmowummwmmgmhwmw
tm: e with the tide. After reportedly attempted to objesty) = _told ¢

[y]ongetdutwbackth‘llbcheutopay v refused to go back,
blnmwaemployeq, b)(g;ohmaednohelp. Mtppmnmadylmo.
when it was reporediy “pitch black dark,” _(b)ys) _ ‘drove a sccond GSA Jecp tp pesrieve the
- stugly wehicle. iacogrpppnied __ in the fromt passenger seat, and_ |
e N,,mwmﬁews&mm drove into the sinkhole that he had seen eardier, bt
could not see in the darkness,

b)e) .

Alcobol clearly was a contributing factor in the cause of the accident. 'blood akohol
count several hours afier the accident was .059, below the .080 level where alcobol is presumed
t0 be a factor, but still above .040, the poirt below which & presumption of pon-impairment -
would have applied. Nevertheless, the Alaska Motar Vehicle Collision Report dated 8/18406
stated that “[a]icohol was a factor,” and charges of Assault in the first degres and DUL were
referred 10 the Kodiak District Attorneys offics for review. Several months later, the DA
decided to not pursue charges due to “the uniform desire of both victims” and “[gliven the

Mnhvedemeqf,mhalcmmlhabnmy There arg:3iso reports that, - was
intoxicated when, ! volunteered to help, and that _ o hadbeendmkmsbefomm
“ordered o miave:hemkvehcle. '

b)6 (b)(6)
(ﬁ)(ﬁxm was umm)byambdtmsuf&m.mmm in the accident.
oot wearing  (eat beit, hit the windshield angsguffered a closed head brain injury
“and roken bones: 1 also did not weag,)()seat beit (which apparently was stuck
behind the seat) and suffered multiple injurdes that left. _‘permanently disabled and requiring
constant care,




~ b)E) O C R ®)6)
Lump sum sestlements were pajg s and ___/iin addition to

Workers Compensation Act, e Sandia Sits Office spproved . settiement on
August 15,2007 snd ' seitlement on September 8, 2008. Total costs incurred by

Sandis for the Kodiak Taiand sccident to Octgher 28. 2011 are $4.293.328.85. In addition.

(b)(6)

In his May 10, 2012 response to rmy letter requesting his view on mitigating circumstances
involved in the Kodiak Islend accident, Dr. Hommest first raises a number of legal and
procedural issues regarding my suthority to make & fee reduction determination, 1have
addressed each of the issues raised by Dr. Hommert below.

Aspiying the Correct Cl

Dr.ihmmmﬁ!nehﬁknpﬂhulqiﬁmnyoﬂhawdondhymmﬁ?uchmhm
Corporation's contract. Dr. Hommert asserts that the clause is outdated and should have been
replaced with the current version of the clsuse DEAR 970.5215-3 “Conditional Payment of Fee,
Profit and Other Incentives ~ Facility Management Contracts (AUG 2009).” While Dr.
Hommert is correct in his assertion that the Department of Energy was required by statuz 1o
develop a new version of the clause, he is incorrect that the August 2009 version should apply in
this case.

The Department of Energy promulgated & new rule on December 10, 2003 for the inclusion of a
MM-DEARWD.SZIS-J“COMKMPIMOIF&,P!OMMOtbetlnoﬂlﬂvu— ,
Facility Management Contracts (JAN 2004)™ (Later amended with minor clerical changes with a
new date of August 2009). However, Sandis Corporation’s contracs in place at the time of the
accident was mads effective as of October 1, 2003, and Contracting Officers were directed in the
rulenmaking to only include the new 2004 clause into contracts that were awarded or extended
after the effective dats of January 1, 2004. Fusther, it bad been Sandia Corporation’s position
during annual fee and scope negotistions that the newer version of this clause not be
inoorponuinmineonmimmdinginduﬂmunepﬁaﬁom.

On Scptember 29, 2012, the Sandia contract was extended for an additional year, and DEAR
970.5213-3 “Conditional Payment of Fee, Profit, or Other Incentives — Facility Management
Contracts (AUG 2009)" was incorporated into Sandia Corporation’s contract. Since the Kodisk
Island accident occurred during FY 2006, and my determination atfects the amount of eemed fee




that Sandia Corporation earned during that fiscal year, the December 2000 version of the
Conditional Payment of Fee clause is used as the basis in making my fes reduction
determination. Nevertheless, [ have decided to also consider the Department's policy relating to
the amount of fee reduction as articulated in the August 2009 version of the clause.

Dr. Hommest points out that Patty Wagner, former Sandia Site Office Manager and Contracting
Officer, made a determination on October 11, 2011 that the costs associated with the Kodiak
Island accident were determined to be allowable. However, Dr. Hommest goes on 10 assert thata
fee reduction for this incident would be inconsistent with that allowability dstermination. The
fact that Ms. Wagner found these costs to be allowable under her authority as Contracting
Officer is irrelovant to my determination the Kodisk Island accident is a catastrophic cvent that
warants a reduction of fee. A determination of cost allowability is governed by the regulations
included in FAR Paxt 31; a determination of whether a fee reduction is appropriate is governed
by the Conditional Payment of Fee clause that was included in Sandia Corporation’s contract.

Dr. Hommert's argument on this point appears to be based on a belief that both & negative cost
allowability determination end a determination of a fee reduction require either a finding of
noncompliance with general terms and conditions of the contract, or the Environment Safety &
Heaith (ES&H) terms and conditions of the contract, respectively. Neither determination
requires such a finding.

According to Dr. Hommert’s argument, since the Kodiak Island accident costs were determined
to be allowable, Paity Wagner must have found that Sandia Corporation complied with all of the
contract’s terms and conditions, inctuding its ES&H terms and conditions. However, no such
finding was made in the cost allowsbility determination, nor was it required to be mads to find
the coms allowsble. Sandia Corporation’s contract cortaing the older version of FAR 31.201-
2(a)4) (from 1996), which does not estabiish “compliance with the terms and conditions of the
contrace™ as a prerequisite to allowability but rather 83 one of several factors to be constdered.
Awomwy.medmmxmnonofaﬂombdwdoanmmummm“dmmma
compﬁmmth&wconmwrmsmdwndmmwumm

Likewise, Dr. Hommert's reading into either version of the Conditional Payment of Fee clause
that there must first be a threshold finding of “a noncomptiance with the ES&H terms and
conditions of the contract constituting a performance failure that warrants a reduction in fee” is
without merit. The only threshold finding for spplication of the December 2000 version of the .
Conditional Paymeat of Fee clause is whether there is a catastrophic event such a3 a serious
workplace-related injury to a contractor employee. Under the August 2009 version of the
Couditional Payment of Fee ciause, the threshold finding is an ES&H performance failure as the




result of either noncompliance with the contract’s ES&H terms and conditions, including
Sandia’s Integrated Safety Management System, or a breakdown of Sandia’s Safety
Management System. While there is no need for me to make such a finding, the Kodisk Island
accident clearly represents at the very least a breakdown of Sandia’s Safety Management

Dr. Hommest challenges my suthority to make a fee reduction determination based on his
erranecus assertion that the December 2000 version of the Conditional Payment of Fee clause
should be replaced with the August 2009 version of thet clause. Under the August 2009
Conditionsl Payment of Fee clause, the Contracting Officer, and pot the Fee Determination
Officisl, makes sny determination on the reduction of fee.

As discussed previously, the December 2000 version of the Conditional Payment of Fee clause iy
the clause that was included in Sandis Corporation’s contract at the time of the Kodiak Island
sccident. At the time of the 2003 contract extension negotiations, the December 2000 clauss was
deviated from the standard clause by replacing the DOE Operations/Field Office Manager with
the Pec Determination Official. That change was made becsuse of the reorganization of NNSA
in 2002 that eliminated the position of Albuquerque Operations Office Manager, and becatse jt
Was more appropriste thet the same official making the decision as to the amount of fee eamed
also make any decisions regarding the withdrawal of fee. The December 2000 clause never gave
the authority to reduce fee to the Contracting Officer.

Dr. Hommert also expresses concem that the wording of my April 10, 2012 letter reflected my
determination that a fee reduction was in order. He is correct in his reading of my letter. Based
on my review of Sandia Corporation’s July 27, 2007 internal investigation report and settlement
authority requests, [ had determined that the negligence of Sandia employees contributed to the
Kodiak Island accident. My April 10, 2012 letter to Dr. Hommert asked him to provide me with
myniﬁguﬁns&cmzhthewishedmemoonsidainumkingmydecisiononthenmountof&e
reduction. This decision incorporates my consideration of the mitigating factors that Dr.
Hommert provided me in his Mey 10, 2012 response.

Dr. Hommert claims that a fee reduction for the Kodiak Isiand accident would have long term
negative implications for Sandia Naticnal Laborstaries and its ability to support national
security. Dr. Hommert appears to be implying that a fee reduction for a Work for Others
program performed for the MDA would have a chilling effect on Sandia Corporation’s desire to
do other Work for Others projects. As the NNSA Demity Administrator, I fully support Sendia




Corporation’s wark for othier federal agencies that are in support of national secarity. My :
declsion to reduce Sandia Corporation’s fee for the Kodiak lstand accident is in no way designed
to discoursge Sandis Corporation in doing Work for Others. Rather, it is designed to ensure that
all such work is done with the utmost consideration for the safety and health of its employees, as
is the Government's expectation for all of the work that Sandia Corporation performs.

In presenting mitigating factors for my consideration, Dr. Hommert relied on those mitigating
factors that are required to be considered by the Contracting Officer under the August 2009 . .. .
version of the Conditional Payment of Fee clause. Since this clause was not applicable to Sandia
Corporstion’s contract at the time of the Kodisk Island accident, I am not required to consider
-these specific mitigating circumstances. Hom.simothaomthomﬂgaﬁngchcmm
that were offered by Dr. Hommert, [ will consider each of them in turn.

Dr. Hommert notes (1) the Kodiak Island accident occurred off of Sandis’s laboratory facilities
in & remote location; (2) the Sandia team’s schedule to support the MDA mission resulted in

- significant overtime hours and fatigue appesrs to be the leading factor in the accident; (3) the
accident occured “after hours™ following a launch celabration; and (4) DOE’s guidence in DOE
Onder 225, IA, in place at the dme of the accident, stated that “{o]ffsite accidents meeting the
Type A or Type B criteria involving Federal or contractor employees driving government-owned
az rented vehicles shall not be investigated unless the Head of ths Field Element determines an
investigation is appropriate based on circumstances surrounding the accident or the potential for
significant Jessons learned.™

1 do not find Dr. Hommert’s arguments here persusasive. The launch celebration, while perhaps
Dot & sanctioned Sandis event, and occurring “after hours” apparently had the active
perticipation of Sandia senior managers. Fatigue of the Sandia employees was a factorin the -
accident. However, since the accident occurred more than eight hours after their work had
ended, the employees involved in the accident cestainly had the opportunity o rest. Furthes, the
«nﬂmmwmdouhmmdbymehmmpmndmw”m
earlier, alcoholwuclearlyafacﬁormthcaccadent. :

Tha DOE guidance in DOE Order 225.1A cited by Dr. Hommert refers to whether a formal DOE
investigation is required for offsite accidents. There was no formal DOE investigation into this
accident.. Nevertheless, Sandia Corporation correctly determined that this accident did warrant a
thorough intemnal investigation.




lﬁndﬂwunumqu&mandwmmdﬂumcmmbvmmdumeﬁm:
conirol, particulazrly the specific direction given by Senior Sandia Manager, - _.(h)6).
mmmwm&m:mmmmmumm desite the fact thayg, knew
memmﬁabom;sﬂnghhmdforﬂumblehuoﬂmm
mwhmw%p%ytww“m;md%wwfwa
lumch splebration, than  was about the safetyof  employees. staternent
¢ _Phat “(yJou get that car back heve or thems]! be hell to pay™ under the condifiug
ducﬂbedisapeqﬂgytelluu. The decision by _ to refuse to accompany.
dem%mat  shought retrisval of the vehicle that night was simply too dangerous. It

_ actions on the evening of February 23, 2006 that created a significant
Mﬂlmmmsmummwgmmm«m“wmm and was the
primary reason Sandia settled the cages for more than what was
mmmﬁyraqumedundetwodwscompmnon Snndlnalsoapparenﬂybehwdnlndmml
over its employees in this case because it accepted ali employees’ workers compensation claims,
and retained coiumsel to defend the driver. For these reasons, [ find that Sandia Corparation had &
great deal of control over the circumstances that led to the Kodiak Istand accident.

For Sandia Corporation’s efforts to anticipate and mitigate the possibility of a vehicle accident at
Kadiak Istand, Dr. Hommert cites the fact thet Sandia provided housing st the Narrow Cape

Lodge to be close to the Kodiak Launch Complex to avoid unnecessary additional travel after

long hours and thereby try to prevent vehicle accidents. Whether or ot the selection of the

Narrow Cape Lodge was made with the thought of preveating vehicle accidents, the fact that the
Narrow Cape Lodge was the focal point of the lsunch celebration makes this mitigating factor
largely isrelevant. Further, if Dr. Hommert's stated reason was the primary consideration,

Sandia Corporation’s line management was apperently unaware of this desire to avoid
wvmvdwhmtheymmmdlywepmmmmwmagmvddcbmwhu
firewood on the beach,

Dr. Hommert cites the following response actions taken by Sandia Corporation to the Kodiak
Island accident to prevent a recurrence of such an incident: (1) Creation of OP-21

“Requirements for Off-Nominal Work Conditions;” (2) regular management safety reviews
and work planning and controls meetings; (3) an internal investigation of the accident that was
shared with management; (4) counseling of the Senior Manager on his management




- accountabilities and responsibilities for employee safety; and (5) performence feedback to s
vice president about expectations regarding employee safety, risk, and operational excellence
in regards to remote operations.

_ While not specifically described by Dr. Hommert, my understanding is that OP-21
incorporated new policies ypecific to the Kodiak Launch Complex that include rules for work
and rest bowrs, the availability of portable radios, and explicit language regarding the use of
alcohot while on assignment. While commendable, 1 find this to be a minimal respanse to
inexcusable lax safety standards that were in place for Sandia employees at the Kodiak Launch
Complex and Narrow Cape Lodge at the time of the accident. More disturbing 0 me is the fact
that it appears thegmo disciplinary action was taken againat any of the employess involved in this
accident ; ~ Sandia’s Senior Manager who directed the stuck vehicle be refrieved,
received “counseling” as an “opportunity for improvement.” The relevant Vice President — who
Wwas not an-site — received negative “interim feedback,” but for the performance year received an
overall rating of Qurstanding Contributor. [ find that Sandia Corporation’s minimal respanse to
this very serious accident, and particularly its fallure to discipline any of its employees, was not
reascnably calculated to prevent a recurrence of this type of Incident.

Dr. Hommext cites a aumber of efforts to make continuous improvement in ES&H areas. These
include (1) the engagement of ES&H support personnct with the vice presidents through the
Executive Safety Committee; (2) utilization of the ES&H Dashboard to display performance
measures related to the Performance Evaluation Plan; (3) regular brisfings to the Sandia Site
Office on the status of performance measures throngh the Joint Performance Assurance Team;
(QWyMyshperﬁomedhmdamwithDOEOduﬁzlmdDOEOtduﬁl.lB;

_ (9) presentation of the Quarterly Performance Analysis to the ES&H Management Review Board
and to the Executive Management Review; and (6) implementation of a Severity Analysis which
scores events on various atiributes including impact to worker, tmpacttommon.andmmto
the environment,

While these administrative efforts to make nnpmvenwmmEs&Ham eomme:ﬂcble.lam
muﬂﬂmmmmumES&HcmmﬂMpmpulyvdw worker safety was not
ingrained in Sandia Corporation at the time of this accident, particularly among line
management. Further, Sandia Corporation has not taken sufficient actions since this accident to
significantly change its safety culture.

NNSAmeditsmmforSandiaCoxpomtim‘s safety culture in its FY 2005 Performance
Evaluation Report, the year before the Kodiak Island accident, where NNSA noted “Work




Haz2ard [dentification and Analysis, at the activity level, needs improvement in order to integrate
ES&H requirements into lins organizstion activities.”

In November 2008 Sandia Corporation convened an Executive Safety Review Board “to assess
how and why SNL failed to prevent a recent series of incidents and accidents that could bave
resulted in serfous injury or death. In its report, deted December 23, 2008, the Board made &
number of significark conclusions with respect to Sandia Corporation’s safety cultuire,
pasticulardly Mthrupectto theroleoflhemmmt.

Exmﬂwmm-mhnmtdmnmudbymmvionmusafetyhn
value st SNL. Executive management has not taken ths steps necessary to
establish the performance expectations and clear sccountability structure to malos
safety 2 value. The large number of initiatives and absence of prioritization result
in line managemesnt being unable to devote the time required 1o assure safe
operations. These factors combins to create a continuing risk that employees will
be injured or killed.

SNL does not exbibit the behaviors and strengths of s leaming organization,
which compromises its ability w leam from past safety incidents and siudies
(including this report) and prevent their reoccurrence.

SNL's management system and work environment prevent the workforce from
moving beyond awareness to the deep understanding, personal commitment, and
action required for safety to be & vajue at SNL.

Unclesr roles, poor teaming, and a lack of mutual undesstanding and respect.
between personne! in the ES&H and Emergency Management Center and many
line organizations create barriers to safe aperations at SNL.

Poor requirements management, an over-reliance on process, and poorly designed
or inadequate processes and tools create barriers to assured safety at SNL and
contribute significantly to the complexity that line management encounters when
planning and executing work.

The Board also urged Sandia Corporation to address these issucs immediately:

The Board belicves that SNL faces a continuing risk that employees will be
injured or killed. SNE. must take steps pow to assurs that work is being
performed safely, and it is essential that the issues discussed in this report are
addressed with urgency.




Although Sandia Corporation has made improvements in ES&H, NNSA hss continved tp
express concems on its safety performance, including in its FY11 Performance Evaluation
Report in which NNSA notes that safety performance needs 1o improve actoss all mission aveas,
and all line organizstions need to be keld accountable for safe, secure, and environmentally
sound operations across the laboratory.

Dr. Hommert pasits that this was not s failure of a system, but rather a single, unique event,
which occurred outside of laboratory facilities. | disagree. My assessment is that this accident
resulted from the failure of Sandis Corporation to instill a safety culture throughout its
organization, regardless of whether the work is being done onsite or at remote sites such as
Kodiak Istand. The Sandia employees at Kodiak Island, particularty its on-site line managers,
should have been able to recognize that it was not safe 10 have a lsunch celebeation with aloohol
following the completion of 3 mission in which many employees worked very long hours that
resulted in extreme fatigue. Nor was it safe to use, or 1o approve the use, of 8 Government
supplied vehicle by employees whe,pare fatigued and had been consuming alcohol. Sandia
Corporatiga’s line manager, arguably exercised reckless disregard forthe
safety of  “subordinates by ordering them 10 retrieve the stuck vehicle under these coaditions
and in pitch black darkness. 1 find that this accident reflected a serious breakdown of Sandis
Corporation’s Integrated Safety Management System, and that this breakdown was the result of
many of the problems cited in the Executive Safety Review Board report. The fact that Sandia’s
Integrated Safety Management System is ISQ certifled is impressive, but that fact apparently did
mthmmnchofmmmhpmmmgthcmkmdemrhnmmedonkodhkblmdm
Pebruary 23, 2006.

Dr. Hommert's attempt to justify any of the actions by his employees on the evening of Febroary
23, 2006 at Kodiak Island as 8 “Good Samaritan” act is particularly troubling to me. Dr.
Hommert cannot use the contract requirement to protect govermnment property s a shield in this
matter when Sandia employees caused the circumstances jeopardizing the government property
and necessitating such protection in the first place. But even more troubling is Or. Hommert's
assertion that “{t]he employees willingly complied, and one even voluntesred to go along to
assist.” This statement is contrary to the facts described in Sandla Corporation’s own internal
investigation.: . initially propoged to retricve the stuck vehicle in the moming, when it
was light, but was pressured by. . order to retrieve the vehicle that night. Dr.
Hommert's claim that his employees “willingly complied” also ignores the fact that one of the
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(b)(6) (b)(6)
three employees who was directed togobeck, ~ refused to follow _
order and went back to Narrqw Gape Lodge. And based on the investigations of the accident,
there is evidence that, e the unfortunate volunteer who did agree to go along to
assist, was intoxicated at the time - made that decision.

The assertion by Dr. Hommert that “employees had driven these vehicles in this location
previously” is also not congistent with Sandia Corporation’s internal report, where one of the
victims i3 quoted as saying  had not done so and was unaware of other employees doing so.
If tine managers were swars that this was the case, then they should have recognized the risk and
halted the practice, particulaely if employees had previously driven the beach at night after
working night shifts and drinking alcohol.

Finally, Dr. Homment's claim that “(t}he eagerness to quickly asaist and employes dedication led
to an accident that even the strongest controls likely would not have prevented” is disingenuous.
Sandis employees did exhibit strength of character that night, but it was not in complyiag with
an ill-advised order, it was in respanse to their co-workers' tragic accident that resulted ftom
compliance with that ill-advised order. :

Dr. Hommenrt’s further description of Sandia Corporation’s efforts to improve and maintain
ES&H performance is once again to be commended and [ agree that these efforts are stepa in the
right direction. Nevertheless, NNSA continues to have concerns that Sandia Corporation’s
safety performance needs further improvement, particularly among line management, as
described in the 2008 Bxecutive Safety Review Board Report.

Dr. Hommet points to Sandia Corporation’s Corporate Lessons Learned program as another
mitigating factor. Once again, this is a commendable effort and [ expect that the series of cvents
that led up to the Kodiak Island accident has been incorporated into its Lessons

program. :

DETERMINATION

After a thorough reviedw of all of the facts of the tragic accident that took place on Kodiak Island
on February 23, 2006, the legal and procedural jssues raised by Dr. Hommert, and the mitigating
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circumstances that he has provided me in his letter of May 10, 2012, I find that the accident
constitutes a “catastrophic event”™ as that term is defined in clause .75 of Sandia Corporation’s
FY 2006 contract, and that a reduction of FY 2006 exmed fee is warranted.

My determinetion is based on my finding that this accident resulted from the failure of Sandla
Corporation to instill a safety culture throughent its organization, regardiess of whether the work
is being done onsite or at remote sites such as Kodisk Jsland. The Sandia employees st Kodiak
Island, perticularly its on-site line mansger, should have been able to recognize that it was not
safe to have a launch celebration with alcohol following the compietion of a mission in which
meny emplgyees worked very long hours that resulted in extreme fatigue. Nor was it safe to use,
or 1o approva the uss, of a Government supplied vehicle by employees whgeyvers fatigued and
had been consuming alcohol. Sandia Corporstien’s line manager, . . .. ‘arguably
exercised reckiess disregard for the safety of mbortﬂmubyordennzthlommwetbe
Mvdﬁdemdetﬂnaemndmomndmpmhbhckduhmlﬁndthmmumﬂm i
uﬂmdaMomMmofSMsComonﬁmshwsmMmsm

In deciding on the amount of fee reduction that is appropriate I have chosen to use as guidance
the current version of this clause that hes recently been incorporated into Sandia Corporation’s
contract to provide a set of objective criteria for an appropriste amount of fee reduction, DEAR
970.5215-3 “Conditional Payment of Fee, Profit, and Other [ncentives - Facility Management
Countracts (AUG 2009)" lists three degrees of safety performance failures. I find the Kodiak
Island sccidert to fall within the definition of 3 Second Degree performance failure that resulted
from a breakdown of Sendia Corporstion’s Safety Mansgement System and that resulted ina
Type B accident a3 defined in DOE Order 225.1A. A Type B accident was defined as *ajny
accident that results in the hospitalization of one or mare DOE, coatractor, subcontractor
employees or members of the public for five continuous calendar days or longer due to serious
injury (as defined in 49 CFR 330.2), occupational iliness (except members of the public),
chemical exposure, ar biological exposure.” For a Sccand Degree performance failure, &
reduction of fes shall be not less than 11 percent nor greater than 25 percent.

[ am, therefore, reducing Sandis Corporation’s earned fee for FY 2006 of $24,306,799 by an
amount of §6,076,699.75, representing & reduction of 25 percent.

Neile Miller
National Nutlear Security Administration
Principal Deputy Administrator and Fee Determination Official
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