U.S. Department of Energy CCN: 270724
Waste Treatment & Immobilization Plant

Mr. W. F. Hamel JAH 0 8 2055
Assistant Manager, Federal Project Director

P.O. Box 450, MSIN H6-60

Richland, Washington 99352

Dear Mr. Hamel:

CONTRACT NO. DE-AC27-01RV14136 - PRETREATMENT FACILITY SUSPENDED
PURCHASE ORDERS

Since 2012, fifty-six active purchase orders (PO) for equipment and material have been placed
on suspension due to funding limitations. Ongoing suspension and escalation costs of almost
$5.3 million per year have resulted in a scenario that, if left unchecked, could result in costs of
over $276 million in as little as seven years.

BNI anticipated the need for a robust evaluation of the current situation tempered by reasoned
case-by-case evaluation in order to provide the necessary insight to support an immediate
decision by ORP-WTP. In BNI’s evaluation, it has systematically collected commercial,
technical, and financial data on all 56 POs, and it has produced a model for evaluating optimal
decisions on a PO-by-PO basis.

BNT’s recommendations for the POs are:

1. Six POs should be immediately terminated due to costs associated with keeping the
original PO open, with qualitative vendor data, or with the vendor going out of business.

2. Nine POs should be terminated immediately, because the items in the PO are no longer in
the current design.

3. Thirteen POs should be terminated if the continued suspension period is expected to be at
least seven years, at which point new POs will be issued with the same or different
vendors. Also, included in this group of POs are items that become obsolete after five
years.

4. Six POs should be finished immediately under the original PO terms rather than
continuing the suspension due to level of completeness and high storage costs for mostly-
finished goods.

5. The remaining 22 POs should remain in suspension and be finished as planned according
to the PO when the suspension period ends.

By enacting the above recommendations, ORP-WTP will save $66 million over seven years. It
is also estimated that enacting these changes will result in immediate termination costs of
$8.87 million and PO finishing costs of $4.65 million for a total of $13.52 million. Additionally,
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if these recommendations are enacted, annual suspension costs will be approximately $1.6
million, a reduction of $3.7 million per year.

Understanding the need for ORP-WTP to have well-substantiated decisions based on sound
reasoning, systematic estimation, and well-documented conclusions, BNI has provided a model
that, when coupled with the supporting worksheets, not only provides a dynamic tool for
sensitivity analysis but also provides a rigorous package of data-based decision documentation.
Detailed information on each of the above recommendations can be found in the attached report.

Contact Felice Presti at (509) 371-8681 for further information related to this matter.

JPS/Ibc

Attachment: Pretreatment Purchase Orders on Suspension Final Report
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cc:
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Dunkirk, J. H. w/o
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Mair, K. A. w/a

McCullough, M. G. w/o (hard copy)
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Noyes, D. L. w/o
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Sproat, E. F., Il w/o
St. Julian, J. M. w/o
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ABSTRACT

Since December 2011, 56 active purchase orders for equipment and material have been placed on
suspension with the existing vendors due to funding limitations. Currently, BNI is spending
approximately $5.3 million per year on annual suspension costs. It was forecasted that funding
may not be available for several additional years. In addition to funding limitations, there are also
unresolved technical issues and a high likelihood that design changes will be required for some of
the associated equipment. A process was established to evaluate the costs associated with a variety
of possible decisions that could mitigate the growing costs associated with keeping this much work
in suspension. Information was systematically collected, reviewed, and categorized, and this
objective data was then combined with an algorithmic decision model. The model allowed for the
raw data collected to be distilled into optimal recommended decisions which, if adopted as a whole,
would reduce the estimated cost to complete all 56 POs from an escalated value of $277 million in
seven years to $211 million during the same period. Regardless of the parameters selected, all
results of the model and analysis consistently point to one fundamental truth, delaying a decision is
the most costly decision that can possibly be made.
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