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 Reindustrialization – Innovative Approaches to Asset Management

The Department of Energy (DOE) has converted one of its massive World War II flagship sites into an economic development success. This site in Oak Ridge, Tennessee, was home to the massive K-25 building – built as a top secret facility during WWII – and four other large process buildings of more recent vintage. All of them enriched uranium using the gaseous diffusion process to support both national security missions and the civilian nuclear power industry. After shutdown of the site and during the blight years (1989-1996), the former K-25 Gaseous Diffusion Plant sat with locked gates, no mission, and seemingly no future. This site was riddled with radiological contamination, industrial contaminants, and mixed waste. The infrastructure was deteriorating and strict security requirements kept out the outside world.

The Community Reuse Organization of East Tennessee (CROET) was created in 1995 as a nonprofit entity to work with DOE to foster new economic development in the Oak Ridge area. DOE started the Reindustrialization Program in 1996 as a method to accelerate the cleanup of the former gaseous diffusion plant and as a way to reuse government assets – office buildings, laboratories, infrastructure, and equipment – that were no longer needed by DOE but were still useful for private industry. In 1997, DOE renamed the site the East Tennessee Technology Park (ETTP) and designated its 1,300 acres as an area slated for redevelopment and reuse.

One key to the Program’s success was to turn DOE liabilities into assets. Physical assets included over 1,300 acres of land; multi-use buildings; comprehensive infrastructure; and one-of-a-kind equipment. Nonphysical assets included the site’s location; utility, emergency, and telecommunications services; available technology; a trained workforce; and strategic partnerships. The early years of Reindustrialization focused on leasing properties at the site to CROET which in turn sub-leased properties to the private sector. At the height of the leasing program, over 80 leases were in place with over 35 private companies. A desire by DOE’s Environmental Management Program Office to accelerate clean-up at the site coupled with new legislation led to a change from leasing to transferring real and personal property for reuse.

After extensive environmental cleanup efforts paired with creative partnerships with the community, business, and local government, ETTP has evolved into today’s success story with the transfer of approximately 153 acres, 8 facilities (over 229,000 total square feet including a fire station and water treatment plant), sanitary water distribution infrastructure, sanitary sewer infrastructure, electrical distribution infrastructure, and roadways to private and municipal ownership.

The front portion of the site is now in the hands of the private sector and is served by public infrastructure and roadways. This area includes land for sale to commercial businesses, a newly renovated office complex, and two new speculative buildings for industry sale or lease. These spec buildings, completed in May 2010 and constructed from private funds, are suitable for research or manufacturing use.
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GSA/HEB Real Property Exchange

The Greater Southwest Region of GSA (GSA) is pleased to submit its entry for consideration in the 2009 Achievement Award for Real Property Innovation Program.  Our entry, under the category of Asset Management, represents the epitome of achievement in real estate inventory management.  

GSA undertook a project in which it is acquiring real property improvements in San Antonio, Texas, via an exchange.  The other party in the exchange is the H.E. Butt Grocery Company (H.E.B.).  GSA is receiving a multi-level parking garage, to be constructed by H.E.B. on United States owned property, adjacent to the Hipolito F. Garcia Courthouse/Post Office (Courthouse).  In exchange for this garage H.E.B. is receiving the Federal Center (Arsenal site).  

Parking at the Courthouse originally consisted of only 28 spaces.  This lack of adequate parking has helped to create less than content tenants and a vacancy rate of over 41%.  In an effort to address the greater parking need, GSA acquired three adjacent parking lots, creating 54 additional spaces.  While this additional parking helped some to satisfy the current tenants, it has not been enough to draw the interest of new tenants, especially considering the dated condition of the building.  The Courthouse is a stagnating, underutilized asset, with high reinvestment needs and a Return on Equity (ROE) of 0%, based on year-end FY 2008 financial data.   A $63 million dollar Repair & Alteration (R&A) Stimulus Project is contributing much needed upgrades to the Courthouse.  A determination was made that the additional parking area acquired would be better utilized to host a multi-level parking garage.  This garage is designed to meet both the current and future customer’s needs.  The contributory value of this garage coupled with improvements to the building from the R&A will boost the value of the whole site. Vacant space will be recaptured and new jobs created.  Funds from Operations (FFO) are estimated to increase by almost $1.1 million dollars per year.  Soon after completion of the renovation project, agencies currently housed in interim leased space will be relocated  to the Courthouse.  

Estimated costs of garage construction were provided by both GSA and H.E.B., based on a design provided by GSA.  The value of the parking garage for purposes of the exchange is being determined by H.E.B., utilizing competitive bids, analyzed by a joint GSA/H.E.B. team.  This team is also selecting the contractor to build the garage on a “best value” basis.  In order for GSA to receive equal or greater value, H.E.B.’s consideration will be equal to or greater than the Arsenal site value of $6.28 million dollars and made up of several components to equalize the values received by GSA.

This undertaking will considerably augment the Hipolito F. Garcia Courthouse/Post Office, while simultaneously providing an opportunity for H.E.B. to be a component of greater economic and development activity in the area.
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