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How do you replace deteriorating buildings constructed during WWII with modern facilities when there is inadequate funding?  Well, the Department of Energy (DOE) found an answer when it developed an innovative practice to utilize alternative private financing for facility construction of critically needed research buildings at the Oak Ridge National Laboratory (ORNL).

DOE was given the challenge to conceive a method that would legally permit construction of these research and development facilities through implementation of good real estate practices.  The only limitations given for the thought process were criteria that would:

· result in construction of buildings containing state-of-the-art office and special purpose laboratory space in close proximity to the ORNL

· not require enactment of legislative language

· permit alternative financing from private-sector sources

· be in the best interests of the Federal government

Accordingly, a procedure was devised that involved excessing and conveying the Federal land, on which the new buildings were to be constructed, to a private party who would, in turn, process the construction phase requirements from solicitation for bids through completion of construction.  The construction and financing of the facilities would be accomplished by a private developer who would then lease the resulting space within the new buildings to DOE’s prime contractor for DOE missions.  This practice eliminated the concern and policy prohibition for utilizing private-sector financing for construction of private facilities on Federal land, as the land itself was excess to the needs of DOE in its current state, but the resulting building space to be constructed is needed to accomplish DOE’s missions.

Upon completion of the developer’s “payback plus profit” from Federally reimbursed lease payments over a thirty-year term, the quitclaim deed conveying the land required that the private party offer no-cost repurchase or reacquisition rights to the Federal government for both the land and facilities.  Additionally, the quitclaim deed contained restrictive language for specified uses of the property, thus assuring that the integrity of the ORNL was not impacted by possible bankruptcy of the private party or by DOE’s possible cancellation of the lease.

This practice equates to an investment of a Federal asset that maximized the use of the asset through construction of buildings and facilities.  This investment will then “mature” with the benefit accruing to the Federal government upon its reacquisition of both the land and facilities.

For additional information, please contact Ms. Shirley Kates at 865-576-0977 or by email at katesse@oro.doe.gov.
