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MEMORANDUM FOR THE MANAGER, ALBUQUERQUE OPERATIONS OFFI CE

FROM: Lawrence R. Ackerly, Regional Manager (Signed)

Western Regiond Audit Office

Office of Inspector Generd
SUBJECT: INFORMATION: Audit Report on "Property and Facilities at Grand Junction”
BACKGROUND

At the end of the Cold War, the Department of Energy (DOE) reevauated and restructured its Nuclear Weapons
Complex. These activities ultimately resulted in downsizing anumber of sites within the Complex. Although not a
nuclear wegpons site, Grand Junction became a candidate for downsizing because its missions--environmenta
restoration and waste management activities—-were nearing completion. Its continuing missions, which include the
long-term survelllance and monitoring of remediated Sites, will not require that Grand Junction use al its property
and fadilities. Because Albuquergque Operations Office (AL) officids have a continuing respongibility over the Site,
this audit was conducted to determine whether these officials were making premature decisions regarding the reuse
of property and facilities a the Grand Junction Ste.

RESULTS OF AUDIT

Management officials were making premature decisions regarding the reuse of property and facilities at the Grand
Junction site. For ingtance, they decided to transfer dl the property and facilities to alocal community entity except
one building that will be transferred to the U.S. Army Reserves by September 30, 2000. These decisions were
made before AL had completely analyzed its own future needs for space and determined if other agencieswould be
interested in reusing unneeded space. Although DOE is committed to assisting locad communities adversdly affected
by downsizing, one way to accomplish that objectiveisto identify other Federd usesfor the facilities. That was not
done. Ingtead, AL focused on the interest the local community had in acquiring the site.

While we recognize that analytica results represent only one aspect of informed decisonmaking, we bdieveitisan

important one. We are concerned, therefore, that without a thorough analysis, DOE will have no assurance and, in fact,
may not be able to justify that its decisions are in the best interest of the government, the taxpayers, or thelocal community.

MANAGEMENT REACTION

Management generally did not concur with the finding or recommendations because it contends that it has made only general
rather than specific decisions to dispose of the property.
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Overview

INTRODUCTION
AND OBJECTIVE

CONCLUSIONS AND
OBSERVATIONS

As the Department of Energy (DOE) began evauating and restructuring its
Nuclear Weapons Complex, the need to downsize facilities that were not fully
utilized became gpparent. Although Grand Junction was not a nuclear wespons
production Site, it became a candidate for downsizing. Higoricaly, thisste
supported many of DOE's environmental management programs. However,
much of the environmenta restoration and waste management work was nearing
completion. The work remaining includes the long-term surveillance and
monitoring program, the uranium mill tallings groundwater project, the Pinellas
environmental restoration program, the Monticello surface and groundwater
project, and the uranium leasing program. As a consequence of the reduced
misson, the property and facilities at the Grand Junction site will no longer be
fully utilized. To reduce the impact that downsizing may have on the locd
community, the Albuquerque Operations Office (AL) began actions to transfer
property and facilities to the loca community. The objective of this audit wasto
determine whether officials were making premature decisons regarding the
reuse of property and facilities at the Grand Junction Site,

Management officials were making premature decisons regarding the reuse of
property and facilities at the Grand Junction Site before having al the necessary
information. For example, AL made decisions to dispose of property and
fecilities before determining the space needed to perform Grand Junction's
continuing missions, identifying excess fadilities, and determining if other Federd
agencies have a need for those facilities. Thus, those decisons may not bein
the best interest of the government, the taxpayers, or the loca community.

Prior Office of Ingpector Genera (OIG) reports have aso shown the need for
more thorough analyses before making decisions concerning real property. For
example, thereport, The U. S. Department of Energy’ s Facility Reuse at the
Rocky Flats Environmental Technology Ste, DOE/IG-0425, dated August
1998, stated that the Rocky FHats Field Office scheduled dl ste facilities for
demoalition without having formaly analyzed their reuse potentia. Another
report, Audit of Shutdown and Transition of the Mound Plant, DOE/IG-
408, dated June 1997 showed that DOE decisionmakers did not have al the
data needed to make informed judgments on the most effective location for
future isotopic heat sources and radioisotope thermoel ectric generators
operations. Findly, the Audit of the Deactivation, Decontamination,
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and Disposal of Surplus Facilities at the Savannah River Ste,
ER-B-98-01, October 1997, showed that DOE did not economically

or promptly desctivate, decontaminate, or dispose of surplusfacilities. This
occurred because AL did not compile a sitewide list, establish priorities, or
provide sufficient funding. The common theme among these reports and
AL’ s actions on Grand Junction property and facilitiesis that the responsible
DOE office did not properly plan its actions with respect to disposition of
government property.

The audit identified issues that management should consider when preparing
its yearend assurance memorandum on interna controls.

(Signed)
Office of Inspector Generd
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DECISIONS ON REAL PROPERTY

Determination Of Real
Property Needs And
Uses

Program Guidance

AL made premature decisions regarding the reuse of its Grand Junction property
and facilities. 1t was decided, with one exception, to trandfer al facilities and
property at the Grand Junction Siteto aloca community entity by September 30,
2000. The one exception isabuilding that AL had previoudy agreed to provide
to the U.S. Army Reserves (Army Reserves). Beginning in September 1997, the
Army Reserves continuoudy expressed interest in using Building 28 aswell as
using some land at the Grand Junction site. However, AL ignored these requests
until January 1999 when the Office of Inspector Generd (OIG) questioned why
the Army Reserves could not acquire afacility or some property located on the
dte. The OIG pointed out thet transferring Site property would diminate the Army
Reserves need to lease and/or construct other facilities, thereby saving taxpayer
dollars. Also, other agencies, including the Bureau of Land Management, the
Nationa Guard, and the Colorado Divison of Wildlife, had been identified by the
locad community entity as possibly being interested in occupying a portion of the
exiding facilities. However, AL had not contacted those agencies or inquired
through the General Services Adminidration (GSA) if those agencies, in fact,
would be interested in reusing a portion of the Grand Junction site.

In addition, AL made the premature decision to lease five unneeded buildingsto a
loca community entity for a5-year period. The lease of the five buildings was
done prior to the completion of athorough analysis of dl dternatives. Although
AL does have the authority to lease facilities that are unneeded, the future of those
facilities would normaly be renegotiated at the conclusion of that period.
However, AL preempted future negotiations by stipulating in the lease that the
lessee, not AL, could decide to continue or terminate the lease. In June 1999, AL
diminated any uncertainty in the future of the property by deciding to transfer dl
property and facilities to the local community other than the building committed to
the Army Reserves. Thus, the future of the property and facilities a the Site was
established.

Rules governing the reuse and disposal of government property are contained in
documents published by the Office of Management and Budget (OMB) and DOE.
OMB Circular A-123, Management Accountability and Control, for example,
dtates that government resources are to be used efficiently and effectively to
achieve intended program results. Resources must be used consigtently with
agency misson, in compliance with laws and regulations, and must have
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Lack Of Complete
Analysis

minima potentid for waste, fraud, and mismanagement. To achieve these
gods, DOE guidance stresses the importance of using analysisin the decison
process.

DOE's guide, Resour ceful Reuse—Planning Future Uses of DOE Stes. A
Guide for DOE Programs and Real Property Managers, dated May 1996,
sates that property transactions must be based upon sound analysis and
planning. Anayses are to cover the red property screening and disposition
process, property gopraisa or renta vaue gppraisa, environmental analyses,
and legd datus determination. The guidance specificaly sates that when ste
program managers identify real property not needed by their program, they
should screen other DOE Site tenants for their possible need for the property.

If there are no dte requirements for the property, Headquarters (Fied
Management) or field eements should screen program and operations offices
to assess their need for the property. Site properties not required by any DOE
program or another government agency are to be declared excess to DOE and
can be leased, sold, or reported to the GSA for disposition. Federa Property
Management Regulations aso Sate that each executive agency mugt, asfar as
practicable, transfer excessred property to other Federa agencies. Thereuse
guide basicaly gpplied to Defense Production Sites; however, AL officias said
that they followed it for digposition of the Grand Junction property.

Management made its premature decisions without the benefit of complete
andysisto support such decisons. Further, management did not fully
determineif other agencies had an interest in reusing unneeded facilities,
consder its own future office needs, and did not determine the market vaue of
the ste.

Management did not have dl the necessary information to make decisons
about the reuse of property and facilities at the Grand Junction Ste because the
types of anadysis for a sound decision process were not performed. Instead, its
real property decisions and subsequent actions were focused on loca
community economic development. For example, Grand Junction worked with
acommunity group caled the Joint Utilization Committee (JUC) on waysto
best reuse the property for the benefit of the community. In 1997, Grand
Junction officials met with the JUC to discuss ways to reuse the property to
promote economic development. Next, they contracted for a Strengths,
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Costs Of Premature
Decisions

Weaknesses, Opportunities and Barriers (SWOB) Andyss. This
andysis, however, determined the best use of the property by the
community rather than best use by the government.

Management's August 4, 1999, response to the draft report said that AL
would complete a more detailed analysis of its own space needs including
an andyss of owning versus leasing needed space. Further, amore
detailed andysis would determine excess facilities and the market vaue of
thesgte. However, the response was dated almost two months after the
decision was made to transfer the bulk of the Site to the local community.
Thus, there islittle assurance that the andys's, if completed, would dter
AL'sdecisons.

The decision to transfer the balance of the property and facilitiesto the
local community is congstent with DOE's philasophy to help the loca
community mediate the impact of downsizing. However, AL's decison to
effect the transfer prior to completing its andys's and screening process
may not be in the best interest of the community or the government. I
AL successfully identified new government tenants for unneeded facilities,
Federd congtruction or rental costs may be avoided and the community
may gain anew employer. However, AL does not know if its decisons
arein the best interest of the community or the Federa government
because it did not complete its anayses or screen the property.
Ultimately, the community may struggle to find tenants for the property
evenif itisacquired a no cod.

Since AL had not conducted all the necessary andlyses, its decisions to
date do not appear to bein the best interest of the government or the
taxpayer. For ingance, the five buildings were leased for about 16 cents
per square foot or $7,200 annudly. Thisrate, however, was less than
AL's appraisa that showed estimated gross rent of $3.68 and net rent
(after expenses) of $1.81 per square foot annudly. AL, therefore, should
have charged annual rent of about $79,800. The net rentd rate should
have been used because it dready included an dlowance for the lessee to
perform maintenance and upkeep of the property.

Further, AL will incur additiond coststo prepare Building 7 for use by
the Army Resarves. After not providing the Army Reserves initid
request for Building 28, AL agreed to provide Building 7, which was
scheduled for demolition at an estimated cost of $1.5 million. To prepare
thisfacility for the Army Reserves, however, AL must now
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RECOMMENDATIONS

MANAGEMENT
REACTION

decontaminate it at an estimated cost of about $2.2 million. Thus, AL will
incur an additional expense of about $700,000. If AL had not focused
primarily on community interest, the additiond expense may have been
avoided. Findly, AL may incur additiona costs each month for lease space
for itsremaining gaff in Grand Junction if the decison to trandfer the
remaining Grand Junction property is carried out.

We recommended that the Manager, Albuquerque Operations Office:

1. conduct the necessary andlysis of the Site and consider the needs of
DOE and other government agencies before taking any actions to lease
or dispose of unneeded, unused, surplus, or excessread property; and,

2. dopdl decisons or actions until the necessary andysisis done to identify
what direction will provide the best reuse of the property excessto its
needs.

Management's August 4, 1999, response to the OIG draft report generdly
did not concur with the finding or recommendations because it contended
that it only made a genera decision to dispose of the site's property and
fadilities and a gpecific decison will not be made until the andysisis
complete. Further, AL said that the audit was premature because most of
the work needed for digpostion had not yet occurred. Thisincluded the
development of a Management Plan and analyses of AL's future space
needs, excess facilities, and market value of the property. Findly, a cost
comparison was planned and would be performed prior to disposition.

Also, AL dtated that it hasits own authority to transfer property under the
DOE Organization Act and the Atomic Energy Act, and it does not need to
follow the GSA process. However, it has checked with GSA and found that
other agencies had not expressed an interest in the Site and neither have other
DOE programs.

Although the Grand Junction Steis not a defense nuclear facility, AL sad
that it supports the DOE philosophy of reducing the impact on aloca
community when adownsizing occurs. Further, AL stated that the interest of
Federd agencies and the loca community are not mutudly exclusve.
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AUDITOR COMMENTS

Findly, AL contended that the value of the lease is gregter than the amounts
DOE will receive because the lessee will pay utility costs and maintain the
fecilities to keep their current value. Management claimed cost savings or
cost avoidance by leasing the facilities because maintenance and upgrades
would not have to be performed.

On June 7, 1999, AL sent amemo to Field Management that said it needed
much less space than it currently occupies. Thus, it concluded that the
appropriate course of action for the future of the Grand Junction Site was to
transfer asmall portion of the Ste to the Army Reserves and the baance of
the Steto aloca community entity. AL'sgod isto have the Ste transfer
complete by September 30, 2000. Thus, even though a thorough andysis
had not been completed, afinal not a general decison was made on the
future of the Ste.

The OIG does not dispute the authority that AL has under the two Acts, but
AL has not done a thorough job of determining if other agencies have an
interest in using the site. Further, the GSA contact was made by aloca
community entity officid not an AL officid. Findly, thelocd community
entity identified severa other agencies that may have an interest in using the
gte, and AL representatives were aware of those agencies. In spite of their
awareness, AL made no attempt to determineif those agencies would, in
fect, beinterested in the facilities. Instead, AL focused soldly on the
community's own interest in the property.

The OIG believesit is gppropriate to assst the loca community during a
period of downsizing, and one way to achieve that objective isto thoroughly
screen other agencies to determine if they could possibly

use unneeded facilities. If o, new tenants may be able to bring employment
and revenue to the affected community. Since a Szeable public investment
has been made in the facilities at this Site, the reuse of these facilities by
another Federd agency may benefit not only the community but the Federa
government as well.

The lessee's expenses were aready factored into the reduced renta rate
estimated by the appraiser.
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Appendix

SCOPE

METHODOLOGY

We performed the audit from November 1998 to July 1999 &t the
Albuquerque Operations Office and the Grand Junction Office located in
Grand Junction, Colorado.

To accomplish the audit objective, we:

reviewed OMB, DOE, and GSA guidance on disposa of property
and fadlities

interviewed AL and Grand Junction officids to understand their
procedures for proper disposa of property and facilities,

interviewed DOE Fiedld Management officids responsible for
managing and planning for the reuse of excessfacilities a the Ste;

reviewed documents concerning the reuse of excess facilities from
1997-1999;

reviewed Grand Junction's draft Site Trandtion Plan to understand
the analyses done or to be done to achieve proper disposd actions;
and,

reviewed the Gover nment Performance & Results Act of 1993
and determined if performance measures were established.

We conducted the audit according to generally accepted government
auditing standards for performance audits and included tests of interna
controls and compliance with laws and regulations to the extent necessary to
satisfy the audit objective. Accordingly, we assessed the significant interna
controls and performance measures established under the Gover nment
Performance and Results Act related to Grand Junction's Site trangtion.
AL officids had established a god to complete the Site trangition by the
fourth quarter of Fiscal Year 2001. However, no performance measures
were attached to thisgod. Because we limited our review, it would not
necessarily have disclosed dl interndl control deficiencies that may have
exiged at the time of our audit. We did not rely on computer-generated
data Therefore, we did not examine the reliability of computerized data
used.

Management waived an exit conference on November 26, 1999.
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Report No.._WR-B-00-02

CUSTOMER RESPONSE FORM

The Office of Ingpector Generd has a continuing interest in improving the usefulness of its products.
We wish to make our reports as responsive as possible to our customers requirements, and,
therefore, ask that you congder sharing your thoughts with us. On the back of this form, you may
suggest improvements to enhance the effectiveness of future reports. Please include answersto the
following questions if they are gpplicable to you:

1. What additiona background information about the selection, scheduling, scope, or procedures
of the audit would have been helpful to the reader in understanding this report?

2. What additiond information related to findings and recommendations could have been included
in this report to assst management in implementing corrective actions?

3. What format, stylidtic, or organizationd changes might have made this report's overdl message
more clear to the reader?

4. What additiond actions could the Office of Inspector Genera have taken on the issues
discussed in this report which would have been hel pful ?

Please include your name and telephone number so that we may contact you should we have any
questions about your comments.

Name Date

Telephone Organization

When you have completed this form, you may fax it to the Office of Ingpector Generd a
(202) 586-0948, or you may mail it to:

Office of Inspector Generd (1G-1)
U.S. Department of Energy
Washington, D.C. 20585

ATTN: Cugomer Reations

If you wish to discuss this report or your comments with a staff member of the Office of Inspector
Generd, please contact Wilma Saughter at (202) 586-1924.



The Office of Ingpector Genera wants to make the distribution of its reports as customer friendly and cost
effective as possble. Therefore, this report will be available dectronicaly through the Internet a the following
address:

U.S. Department of Energy Office of Ingpector Genera Home Page
http:/Aww.ig.doe.gov

Y our comments would be appreciated and can be provided on the Customer Response Form
attached to the report.



