D.C. Meetings on Pension Liabilities and other things on Dec. 10, 2004

Representatives of EFCOG (Tom Stevens, Joe Yanek, John Longenecker, and myself) met with Bruce Carnes on December 10, 2004 to discuss an initiative having to do with vendor and supplier qualification.  That meeting went well and Bruce was quite receptive and there is an agreed to path forward.  As agreed to in a pre-meeting, when Bruce was ready to leave John Longenecker asked if he had time for one more topic of significant concern to EFCOG members.  Bruce said he had just a moment and John turned it over to me.

It had been made clear that Bruce had another meeting to attend, so I handed him the Giaconda presentation and the EFCOG white paper and said that these documents framed the issue.  Although Bruce said he was familiar with the subject, he started to focus on benefits content.  I interrupted to say that that was not the issue but rather the financial responsibility for sponsorship of the pension and other benefits post closure.  I continued that this financial responsibility became a real balance sheet burden for the contractor companies at site closure time when the revenue ceased but the burden continued.  Furthermore, in recent years these obligations had become under funded, adding to present day problems and exacerbating the legacy issue when a project is completed.  This statement clearly seemed to resonate with Bruce.

Bruce did an obvious mental focus shift and became very interested.  He said he needed to hear more and wanted a follow-up meeting.  He gave Frank Russo the responsibility to set up that meeting.  Bruce looked right at me when he was just about to depart and said he really needed to talk to me more about this subject.  I gave Frank the same two document package I had given to Bruce.  The good news is that we seemed to have gotten his attention.  The other news (not necessarily bad) is that my CH2MHill business card is attached to the package I gave to both these gentlemen.  I do not want to give the impression that CH2MHill is on point for this issue as evidenced in my discussion of a subsequent meeting with Norm Sandlin described below.  For that reason, I think it is very important that the meeting with Bruce be attended by John Longenecker and Tom Giaconda.  I also think that it is important that Patrick be at that meeting and we can use my imminent surgery as the excuse, if we need one, saying that Patrick will be taking the lead (for EFCOG pension activities) in my absence.

After the meeting with Bruce was concluded, we had a brief discussion with Frank Russo and he understood that the follow-up meeting needed to be scheduled as soon as possible.  He committed to try to do that.  I invited him to call me with any questions.  I have worked with Frank on other endeavors and have a good relationship with him.  At my request, John Longenecker, Joe Yanek, and I then went to see Norm Sandlin.  I told John we needed to give someone in EM a heads up regarding the conversation with Bruce so that they did not feel sandbagged.  John knew that Norm was available so we went to see him.  Norm is special assistant to Frank Sheppard

The conversation with Norm was brief.  John told him we had raised the pension liability issue with Bruce.  Norm was okay with that but said, “We (EM) do not want EFCOG running to the Hill and requesting more funds to cover the benefits shortfall.  This was a hot issue before the election and it still is.  You will have to make up the difference out of program funds”.  (Although this is the same message that Paul Golan gave the EFCOG annual meeting participants last week, the impact of doing so is clearly not appreciated when one looks at the magnitude of the figures involved.)  Norm went on to say, “It is EM’s intent to shift from budget based funding of benefits to investment based funding.  If we can not do this with current contracts, then it is our intent to do it with new contracts.  We do not need the contractors stirring this issue with the politicians or the unions until we have determined a path forward.”  This statement may explain Richard Hopf’s attitude when I brought up the issue when he met with the EFCOG Directors and did not list this problem in his top three concerns.

I will keep you posted as soon as I hear from Frank Russo.

Bob, I had two other meetings of note with DOE personnel.  One was with Ed Siskin, which I will cover in a separate write-up for you.  As I told you on the phone, it was just a friendly parish visit but I think you will find the content interesting.  John, Joe, and I dropped by to see Alice Williams after talking to Norm Sandlin.  Alice is the Acting Director of EM Transition for NNSA and I knew her from her days at West Valley when I was with WGI.  When John, who had other quick business with her, went to introduce me to her (since it had been a number of years since I had seen her), she greeted me warmly and said, “Oh, I remember you.”  She then turned to John and Joe and said, “This guy is best at CONOPS in the Complex.”  Turning to me she said, “You still have that reputation, you know.”  I do not mention this to “blow smoke up my own skirt”, but rather to say that we may have something to build on if she feels that way and says others do as well. 

Finally, I did not have dinner with Pres as planned because JerryAnn was not feeling well.  However, Pres and I did talk over the phone.  The topics discussed included the Thor letter, the WTP Ops Teaming Agreement, and the possibility of CH2MHill joining his team for the LANL bid.  He said he had talked to you about all three.  On the first topic, he said he was quietly investigating and would take appropriate action.  On the second topic, he said that he was hopeful that agreement could be reached soon and that he understood that WGI and CH2M were of one accord but that we had to work things out with Bechtel.  I told him that CH2MHill could live with either set of wording since ultimately transition (the only real issue left) will be what it will be and that ORP would have the last say.  He agreed.  I told him that Rengel was arranging a conference call with the lawyers and BD folks to resolve things.  On the last topic, he said that he thought CH2MHill could bring a positive contribution as a member of their team.  However, first he needed to settle the “lab partner” issue.  He did not think that Fees would be a problem.  I know you know all of this, Bob, but I thought it important for you to know the essence of what was said between Pres and me.

