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EXECUTIVE SUMMARY

INTRODDCTION

The Jolut Review Teamn wad formed by the Direclor of Central Intelligence and the
Deputy Secretary of Defense o review the history of the Nationg] Reconna!isance Office
(NRQ) collocation construction project, now being bullt in west Fairfax County, Virginda,
after questions were raised concerniag the ¢om, size and other aspects of the project by the
Seoate Select Committes on Intelligence (SSCI). The teum reviewed the project's histary,
examined the sdequacy of the information provided to the Congress; wssessed program
management and oversight; delermined the reasonsbleness of construction costs and the
efficiency of facilities utilization; and considered ways to complete the project in the most
cost-¢ffective manner.

Assistart Scoretary of the Navy Nora Slatkin sad Central Intellipence Agency Principal
Deputy Ceneral Counsel John R. Byerly jointly chaired the team.

INFORMATION PROVIDED TO CONGRESS

SUMMARY OF FINDINGS
» The Jeint Review Team found no inten! 1 misfzad Congress.

e The [zteiligence Oversight Committess appioved the reorganization of the NRO,
rpecifically autherizing $30 million in FY1990 funds for initial interim collocation.
They alro approved the purchuse of propesty in Falrfax County, Virginia, and the

startup of bulldipg constructinn.
¢ The NRO failed to follow Intelligence Community budgeting guidelines, applicable to

all the intelligance rgencies, that would have csused ths project to be presented as n
“New Initiative.” Raquestlng funds oaly in the NRC “Basz™ budget lefl unclear the

total project conta

e In :Hp-m. to specific congressional requests, the NRO provided eost data ¢n the
project But, these data wers pot presanted in a consizient fashion and did aot include
8 lavel ufmmm to submissions for military construction or intelligence

©  coMmmunity ¢ an.

» The NRO was responsive to congressions] requests for additional information, .
providing details of the plan o Commitics staffs — e.g., ile sclection, pverall facilities
design and commercis] cover to protect the NRO's ¢lnasified statup.



+ The primary burden far presenting budgetary requests in a clear, meaningfil and usefy
form must ret with the Executive Branch

RECOMMENDATIONS CONCERNING CONGRESSIONAL REPORTING

* The NRO should work with the Intalligence Oversight wnd Appropristions Committesy
and with the DCI's Community Managemeat Staff to ensure that it budget
Fubmissions mest congressional needs. Efferts to achiave this should inelude but pet
necessanily be limited to:

- [nclusion of a Jand and construction section in the Conpressional Budget .
Justification Book (CBJB) that ftemizes facllides-releted projects, providing the
narme of (he facility, the location, the type of project, the requirement and the
total funding projection in a form that is consistent with that wsed by other

elements of the Intelligeace Community;

- Identifying signlficant lmprovements in infrastructure &3 “New Initiztives”
rather than allowing them to be subsumed in the infrastructure base; and

s Esuablishing an understanding regarding the sharing of entwers 10 each
copimitiee’s questions

PROJECT MANAGEMENT AND OVERSIGHT

SUMMARY OF FINDINGS

* During s period in question, the Secretary of Defense, the Directer of Central
Intelligence and the Director of the NRO ware focused on achieving the recrganization
and collocation of the NRO b3 quickly &g possible, and were not as focused on the
requirements for building the facilities to house the orgenization.

+ From the outset, the Westflelds Project lacked any independent review of jts besic
raquirements, resultleg in a facility larger than required for the tanant organization
Basic assumptions were not effectively validited or challenged

RECOMMENDATIONS CONCERNING OVERSIGHT

+ For major infrastrueture projects in the ﬂlmre, the Director of Contral Intelligencs and
Deputy Secretary of Defense should require the review and validation of project
requiremants from the cutset acd at each major milestone by & review group

catablished for the purposs.



CONSTRUCTION COSTS
SUMMARY OF FINDINGS

+ The construction corts per square foot sre reasonuble, based on comparuble military
"and commescial facilities.

FAGILIJTES VIILIZATION
SUMMARY OF FINDINGS

* Eucess spaze was found in the NRO facility in ereas such a5 large office bays asd
conference rooms.

» The NRO projects that it will hemse 2,900 employses and contrastor personne! in the
facility. Censistent with Creneral Services Admilnistration (GSA) puidelines, thers i
room for at least 500 and as many s 1,000 additicnal saff. Significant savings are
possible by improving the utilization of the facility.

RECOMMENDATIONS CONCERNING UTILIZATION

* ‘The Jeint Review Team belioves that other Intellizencs Community offices with a
similar need for security shoud be boused In the facility. This cea be accompliched
by converting large office buys, conference rooms and other office support areas into
officcs. The Director of Central Intelligencs and Deputy Secretary of Defeass should
allocate axceas ppace to non-NRO perserne] and jdentify the wppropriate tenants,

¢ The Direcior of Central Intelligence and Deputy Secretary of Defense should examine
current construction plans and leass caru of olker slements of the Intelligensce

Community to determine whathnﬂ use of the additional property on the Westfialds
parce] i1 warranted.

CONTRACTORS HOUSED IN NRO FACILITIES
SUMMARY OF FINDINGS

s Numerou onsite contactors have perved the NRO In H:tpm.:ndm’tl continue ta do
o after pecupancy of the new facilities.

e The Defeuse Contraet Audit Agency determined that overhead ratss have been
propecly sdjusted for space and other occupancy benefitx provided to contractons who
utilize NRD Ilnliﬁnh :



RECOMMENDATIONS CONCEINING ONSITE CONTRACTORS
« The Director of the NRO should review the coatracts and respongibilities of

contractors housed in NRO facilities 1o envure complitnes with Part 37 of the Fedenl
Acquisition Regulstion.

POTENTIAL COST SAVINGS
SUMMARY OF FINDINGS
» In gddition 1o savings from more efficient wtjlizaiion of building space, there la g

potentlal for savings in texes, furniture and support equipment and comumurdeations-
related ftems,

RECOMMENDATIONS CONCERNING B4{VINGS

+ Since comumercial caver is no longer required, the NRO should: (1) cessz paymest of
saleg taxey fo the exieol pomible under the Fedeml Acquisition Regulstion; (2) ensure
that there Is no future liability for real esiste taxes, either by baving title to Westflelds
transferred from Rockwell to the U, S, Government or by working out alternative
mrinseroenty with local officialy; and (3) obtain the refund of any real cstate taxes to
which e U. 8. Qovernment is entitled,

+ The NRO should reduse ju budget for flrniture and support equipment by ot lsast $8
moilHen,

* The Directar of the NRO should conduct & review before expending funds for
communications-related itsms,



NATIONAL RECONNAISSANCE GFFICE
COLLOCATION CONSTRUCITON PROJECT
REVIEW REPORT

L INTRODUCTION
S T T

The Joint Review Team was charizred on August B, 1994, by the THrector of Central
Intelligence and the Deputy Secretary of Defense to review the history of the Natiensl
Recopnajssance Offica (WRO) consiruction project at the Westfields Inicrmuntional Corporate
Center In Fairfax County, Virginia. The {eam was egtablished in light of questions raised
about the prejeot by the Senste Seleet Committes on Intelligence. The team’s focus was to
review the project’s higory; 1o examine the sdequacy of the information provided to the
Congress; to assess the areas of propram manigement and oversight; to determine and gsseas
the total costs of the collocetiop construction project and the officiency of facilities utilization;
and to provide recommendations to enmre the project is completed In the most cost-afTective

IDAnRner.

Assiptant Secretary of the Navy Nora Slatkin and Cantra! Inielligence Agency Frineipal
Deputy General Counsel Joha R Byerly were designated jointly 1o chair the tsam, which
included representetives from the three Military Derartments and the Central lmtalligence
Agency. A list of the membery in at Annex A,

‘I [t review, the tearn examined extensive documientation relevant to the project,
interviewed a oumber of Individuals and toured the congptruction kite, The Joint Review Team
was bricfed by the staff of the NRO xod conducted several meetings with WNRO management,
the Genzral Servicas Adniinisteation, steff of Congressional QOversight Commitiess, the
Intsllipanse Community maff and the CIA's Comptroller. The review team had secess to all
relevant persons and docurments and tha full cooperetion of the NRO,

HISTORY

The NRO is & joint organization made up of personnel from the Intelligence Community
and the Deportmeat of Defense, and [5 responsible for the rescarch, development, acquizition
xad oparation of mtellite and alrcraft besed Intelligence gethering tystems. The WRO was
eseblished in the carly 1560s by the Secretary of Defense and the Director of Caatral -
Int=llipence and has oparated in a strietly clessifisd anvironment Prinr to [992, the very

exigtenca of the orgtaintion was classified.



For many yoar, the elaments of the Central Intelligense Agency snd the Department of
Defenst operated within the NRO ag virtually thret scpurats compenents. Each of the
programs had jls own manager, who was responsible to the Director of the NRO. Each of the
pregrams was geographleally separate from the others, The Alr Forcs progrum was located
ob, the west coast. The CIA programy and the Navy progrum were {ocstcd separately in the
Naticnel Capital Region.

In the mid-1980s, NRO manegement became increasingly concemned with insfficlencizs
etwibutable to the separate locations and program structure, There was 1 growing bellef by
NRO management, the [ntelligence Commutnity and the Intelligence Oversight Committess
that the NRO should be ecollocated and possibly restructured to improve ity operstion, Al a2
minimum, it was agresd thal a centrel planning and snalysis group would be csiablished and
b2 responsible for technical and analytic fimetions,

In 1988, the Deputy Director of the NRO esked the NRO's Director of Mensgemem
Services and Operstions to develop & preliminary plan for the collocation of the thres
programs, The plan snvisionsed the acquisition of tempotary space to house the pewndy
sollocalnd components, followed by the soquisition of spice ta howse the organization
permaneptly. The plan wi based on the collocation of at Je=st 1,200 NRO parsoane! and
sontractor spport staff with an understanding that the plan needed to be flexdble mough to
collocats & total of approximately 3,000 personnel.

During the summer of 1988, Mr, Edwerd C. Aldridge, Jr,, then Director of the NRO, wes
briefed on the resuits of the proliminary planning. In November and December (988, he
sdvised the Chalrmen of the Congressional Oversight Committecs and senlor noembery of the
eongresiony! staffs of the NRO manegement gonl to restructure the NRO and to collocate jta

componest parts {n the Wuhington, D.C. area.

With the agreement of the Intellipence Oversight Committeey, & more detailed study
(reizred to =8 the Geiger-Kelly study) of the NRO restructurs and eollocation was started in
February 1989, The Geiger-Kelly study, completed in July 1989, supported total collocation,
- aad recommended a three-phast plan for temporary collocatlon of limited petsorned, interim
collocation of additicoal personne! peading construction of psrmuinent space and mding with
permanent collocation of ell NRO personzel. The study surveyed svailsble propaty within
ths Washingten aren. Exinting govarnmeat buildings were ruled oul because of rizs
requirements and pecurity problems, The study identified two preferred locations, one of

which wes ths Westflelds uite, a3 acceptable for the permanent facility.

The NRO restructure/collocation plan recommended by the Oeiger-Kelly study was not
universally acoepled; mservations wore expressad by varlows partles in the Intellipence
Comrmunity, the Armad Servicas and Industry, On July 3, 1989, Defense Secretary Richard
B. Cheney and Director of Central Infelligence William H. Webster advised the Intelligeace
Oversight Commitieas of the satus of ths NRO restructure plans, stating that further study
was required. At the request of the Administration, bowever, the Congreas approved $30
million in FY 1990 fuads foc the interim facllity to support organizational changes while



permanent facilities {aaues were gtudiad

On February 26, 1950, Defense Secretary Cheney and Director Webster forwardad o
report by the NRO Director, Mr. Martin C. Fagu, to the Intelligence Oversight Comminees
and Appropriations Committees and stated that they, Cheney and Webstar, intended 10
proceed with colloeation of the headquaners and ceatral suppod elements while preserving the
cption for tolal collocation if required. This further study did not identify factort supporting
alterpatives to the purchass of new land, such as usz of govermment property or GSA leased
fecilities.

On September 17, 1990, Mr. Fage notified the committess of the NRO's intent to acquire
the property and facilitics adsquate Lo provide permanent facilities for NRO activities
previously loset=d lg the tamporary and interlm facilities and wn allowence for additicna
coliocation up 10 and Including all of the NRO and some supporl contractors. At that point
the NREO plennad two five-stary buildings, referred to as “towen,” to house 1,200 to 1,300
people. On November 15, 1990, & tract of approximataly §8 acres in the Wentficlds
Development in Fairfax County, Virginia was purchased by the Rockwsll Internaticnal
Corporaticn for the NRO. The tract was large ensugh to permit not oaly fall collacation of
the NRO st Westflelds, but also the construction of additional office space for contractors or
other U.S. agencles, should the need arise. Rockwell Intemetional and & subsidlary provided
a cover! procurement mecharism for the than classified NRO, procuced and managed interim
and tempornry facilities for the NRO xnd managed construstion of the pew fhcilities,

In the spring and summer of 1991, facilities project managers recsived updated relocation
planning input from the three NRO programs. The refined numbers to be howsed were
estimated to be 1,600 employses and contractors. The NRO Director approved construction

of the third tower.

In April 1952, the Fubrman Panel, & task fores established by the DCI, recommended
total collocation and reorganization of the NRO, &5 well s diclassification of certain basic
information tbout the orgenization. After approval of the key recoramendations by the DCI,
the Secretry of Defense and the President, the NRO set plans for construction of a fowrth
tower at Westficlde to housa the approximately 3,000 employess and contraetor personnel
eavisionad o wial sollocation. At present, occupency of the Westfields facilities is schedyled

to begin in early 1996,



IL- INFORMATION FROVIDED TO CONGREER
e et S e e S 722 2 ot

The Jolat Review Team examined the infonmation pmﬁdtd to the Congress conceming
the collocation of the WRO and, in partjcular, the comstruction of the NRO bulldings
Westfields. The objective was ﬁﬂ#!fﬂ[ﬂ {l] determine the facts; (2) Judge tbe sdequacy of
the informstion supplied 1o the Congress in the past; and [3) assess whethar changes are
approprinte for the future. The team prepared a chronological narmative of svents from an
exhaustive review of evailable documentary records, including relevant Congressiona] Budget
Justification Books (CBJB4) for the National Foreign Intelligence Program (NFIF),
congressional Jegisietion and reparts, Executive Branch comespondence with the Congress and
NRO briefing materials and responses to congressional commlties questions over a glx year
period. The teamn also reviewed extensive background materials provided by the NRO, the

ielligencs Community Mansgement Swff (CMS), and the CIA Comptroller. In addition, ths
tears met with NRO persoansl, with past and present coogressional committes staff members
and with appropeiate yenior officlals in e Intelligence Community and Department of
Defense. “This effort formed the basis for the conclusions in the followlng paragraghs.

The team found no Inteat on the part of the NRO lo mislead the Congress about the
collocation effert or the construstion of the Westficlds buildlags, On the other hand, the
NRO failed 1o provide to the Congress clear and consisient cost data that would have enabied

the Copgress to fulfill its oversight ols more effectively.

The NRO was responsive to congreasional requests for information on the project,
Moreover, much of the initial impetus for the collocation and restructuring of the NRO came

from the Intelligencs Qversight Committees, and the NRO belisved that it hed coppgressions!
guppart. In particular, the review team found that the Intelligence Oversight Conunittess wers

apprised of the NRO's plans:
* to Jease & 40,000 square foot tamporary facility in the Washington, D.C. arsa in early
1989,

» o Jease 2 bullding in the Washington, D.C. area & year Inter for the interim faclity
(using part of the §10 million in FY 1990 funds exprosaly avthonized and appropristed

for collocation purposes);

« to build a pernanent facllity (rather then uss an axirr.';.n_; structure) oo private Iaod |
under commercial cover (rather than wse U.S, Governmest property and construction

IoAnAgEmest);

to purchase some 66 acres of land et Westfields in FY 1991 for epproximately $24
millioa;

w h:gi.n copatruction st Westfislds, i 1991, of u faciliry for pastiadl NRO collocaten
while “protecting the optios™ for full collocation; and



* o n:pazjd the consiruction plan to include o fourth offlce tower to permit full
egllocation (Congress approved the reallocation of $22 million in FY 1993 funds for

this purposa).

The Executive Branch and the Coogresy there responsibility for enswing effective budget
presentations and exchange of information. Howewver, given the larps emount of data and the
relative size of siaffs, the primary burden for presenting budgetary requests in a clear,
metningfui and usaful form mus rest with the Executive Branch,

The NRO failed to adhers W Intelligence Community budgeting guidclines which, had
they been fallgwed, would have resulted [n the inclusion of adequate cost data in the annual
Congresglona] Budget Tustification Books. (An example of a NRO budget justificaton
excerpt is at Annex B.) These budgetisg guldelines are g2t out in the Intelligsnca
Community's "Capebilitics Programming and Budgeting Manual® The manual establishes
different budget display requirements for three categorias of jtems: Base, New Inftatives and
Ongoing Initatives. “Base” is dafined to include “minor replacernent procuremert ... and
pormal! logistic procurement needed to sustain capebilities frorm one year to the neat.”
However, "[a]ll costs associsted with capabilities improvements ... axe specifically excluded
from the Bas=." The discussion of “New Initiatives™ includes specific reference to “site
preparation ... and axy supporting facilitias such as additionsl power, air conditioning,
communications, ADP, eie.™ a1 Ycosts that must be {nclodsd and explainsd™

Consistent with thase definitions, the NRO should have presented its FY 199] request for
funds to support collocation at & discrete *New Initative.” This would bave resulted (n the
NRO'1 providing to the Congress speelfic lae items for the collecation initative and new
buildings in & way thet mirrored construction budgeting practices in other parts of the
Govermment. For example, with respect to militery construction projects over a st dollar
figure, the Cangr=ss is provided a detalled breakoct of costs but also autherizes on a project-
spocific basls. Similerly, since 1990, all intslligence agencies have been directed to provide
prior notificatica of ull Jeases over $500,000 annually or 20,000 square foet. Since 1992, the
CIA bas been dirested to oblain congrasslonal approval for all real propecty scquislticas over

$500,000.

Funds requested for NRO colloeation wers digplayed in the budget justification books as
pert of the Natione! Reconnalssance Program “Ease™ aod were subsumed within significantly
larger budget amalgamations of NRO infrastructura and operating mupport costs. None of the
documents provided & dollar figure specifying the total project costs of the NRO collocation
sffort or the Westfields construclion project.  The parrefive jostificstions in the budget
documents from FY 1991 to the present summarized the siatus of past and future NRO
colloeation activities but were lasufficlent for the congreasions] Oversight Committees to
undersiand the total cons of the collocation project as it evolved

ﬂﬂ;n- documents provided to the Commirtee stadis, in response 1o questions for tha
record and briefing requests, provided cost date of vasious types but did not offer a elear and

consittent picturs of total projest casts.



Tha NROQ informed the revicw tram that respogses to questions for the record ::rf E
specific nenre from ens of the pversight commitices ece normally provided only to that
committes. Responser to more peneral questions mey be provided to both committess,

The success of any project I assessed by baluncing cogt, schedule and performnnes, The
Congress nesds Information on each of thess three elomants. As shown in Table 1, total cost
data on the Westfields project can be presented in a1 clear and useful menner, without
exceaslve detail. Unfortupetely, this kind of Information was oot provided in the
Congressional Budget Justificaton Boaka

Swummary of Total Costs — Westfields Project
(Tr: mitlicns)

[ Bristing given & 85C1 In May 1994 ¢ —

| Revined extimue 15 Augunt 199 wmieo] |

3 Eatizaie &t Complesion (BAC):

—— —— ——

= ADPICommunicstians

._ a F.
oot stimile :rf the comp|siz project,
Table 1 — Summary of Totel Costs

: The NRO should work with the Intelligencs Oversight and
Appmpmﬁom Committecs #nd with the DCI's Commuaity Management Staff
1o enyure that itr budget submissions meet eonpresyional needs. Efforts to
achieve this should include but oot atcassar{ly be Jimited to:

Inclusion of & [and wnd construction section in the Congréssional Budget
Tustification Bock that {tamizes facilitles-reated projects, providing the

10



narne of the facility, the location, the type of project, the requiremant
and the total funding profection in a form thet js consinent with that

used by other elements of the Intelligence Community;

Listing of slgnificant improvements in Infrastructure &g “New
Initiztives™ rather than aliowing them to be subsumed in the
infrastructars base; and

Esiablishing an understanding regarding the sbasing of answers to each
commitise's questions.

11



III. PROJECT MANAGEMENT AND OVERSIGHT
e e e ey e R 5 S 353 0 v e e S P e S|

., The NRO"s menagement of the collocatloe process began {n the spring of 1588, when
Deputy Director Jimmie D, Hill tesked the NRO Director for Managemeat Services sad
Operations, Mr. Roger Marsh, to develop a prelimipary plan for sccomplishing the
collocation. This plan ineluded a rough statament of the raquircment and » survey of possible
sites in northers Virginia.

In November 1988, when Director Aldridge decided to pursue NRO restructuring and
eollocation, fezilities personnel within the NRO were assigned to plan the implementation.
They provided support for the Gaiger-Kelly study in 1989 end ultimeisly evelved loto an
[ntegreted team that was responsible for all wspects of the plasning, design, contrecting tnd
oversight of the facillty construction effort. Program management oversight was the
responsibllity of a Board of Directors that consisted of the senior jeadership of the NRO. The
Board met pericodizally to review the project and conducted an op-sito Inspection ip April
1990 prior to the purchaso of the land,

This pructure worked well in mansging the cost of the construction project ad was
especially effective in streamlining the move from the planning stage to actual construction

While construction management was good, the manngement end oversight of the
requirements determination phase of the project were deficlent, resulting in an oversized
facility. The NRO plannery were not tigorows in challenging and validating basic assumptions

about sptce requirements.

Very early o the process, they concluded that full collocation of all of the NRO and
some of the supporting cootractars would require a facility of ene million squars feet 0 bouse
approximately 3,000 pecple. The plancers based thet figure en submistions fom each of the
three NRO programs Indicating projected requirements in a coosolidatzd facility. The NRO
stefY told the review tears that they were informed by OSA penonne] that using 350 gross
square feet por person wig appropriats for planning purposas. However, the NRO staff could
pot provide kny pames or documents to suppert this. Thu, the declsions on sizing of the
facility were based on initld mssumptions thet were not ¢hallenged.

The Westfields Projoct lacked iny meaningfid internal or an ¢xiernal review of its basic
space requirements. The Dirsctor of the NRO did not validate those requirements in 1951
aod 1992 when the decicons wers mede to expand the facilities, nor did the naffs supporting
the Séerstery of Defense or e Director of Central Intelligence. When those decisions were
made, the Direstor of Central Int=lligencs snd the Secretry of Defense were primarily
eoncernsd with reotpanizing and refocurng the NRO end overcoming any residual resistance
within the NRO elements to full sollocation. In 1992, Mr. Fage direated & “quick look
reviaw” of eonstruction standards by the WRO Inspector Genersl, but the focus was on aress
of eye-catching extravagunce and did not cxamine the basic space requirements,

12



Recammendatign: For major infrastructure projects in the future, (he Director of
Centrel] Intzlligence and the Deputy Secretary of Defense should require review
sad valldation of project requirements froms the outset and af each major

- milestbne by aTeview group established for the purpose.

13



IV. CONSTRUCTION COSTS
iy F e U g e e L R

The Joint Review Team examined the construction costs of the Westfizlds facllities.
Although the facilities were designed and constructed as commercial office bulldings in s
¢commercial real erate area, the team copcluded that the reasonableness of the sonstructon
costs could be properly assessed by conducting a cost comparison uting « DoD parametric

DoD construction standards and the parametric model do not include mch cons rs lxnd
purchase, wxhitecturs! and engineering deslgn costs, security and certain other [tems.
Accardingly, the comparison addressed only those NRO costs related 1o actual ¢onstruction.
The first flep in the process — 1o ensurs accuracy — was 19 vafidate the model by condusting
& separale comparisen with the recenily completed Nevel Intelligence Headquerters building in

Suitfand, Maryland. The sccond sicp was lo compars the cost of the Weatfields Project 10 the
model. The NRO construction costs totalled $183.1 millicn compared to §179 milllon for the

mode] DoD headquartsrs facility of similer design and construction. Based on the anelysie,
the review team concluded that the construction cost pet square foot for the NRO facility Is

reasonable.

Following a brizfing (o the Senate Salect Commitice on Ixtalligence by the Co-chairs of .
ths Joint Review Tcam, the Committes 2sked the team 19 provide ¢comparstive information for
commercial land, constructiop and suppeort costs, ,

A cormmercie! real estate broker estimated that the cwstent cost of commersially zoped

land in westemn Fairfax County ranges fom $400,000 to $450,000 per acre In the Rowte 28
corridor where the Westfields project is being constructed. The NRO's purchase of 68 acres
for $24 million in 1990 (or approximetely $353,000 per ace) is significantly cheaper than the
cost of scquiring similer propecty today. Property in sections of Fairfax County closer w
Washington, D.C. it mots expensive: from $435,000 to $650,000 per acre in Herndon, and
from $870,000 to $1,300,000 per acre in Tysoos Corner.

Comparing the Westfelds facility to other commercial bulldings 13 complicated by the
fact that each project is different and costs vary based upon the noeds and desines of
_ individual clients. The tsam did not bave a commercial versicn of the prametric model that
it uead for military construction cost astimates, Consequenfly, cogt data were obtained on two
construction projects in Falrfox County that weps considersd approprinte for comparison.

Each of the two projects {s about 30 percent complete and copsists of an effice building
with epproximately 400,000 groas square feet contrasied under a bulld-to-ault arangement.
"The inforoution cbtzined was propriety, end is rummerizad below to evoid discloging the
ideatity of the specific projects or the sponson.

The first project consists of & six-story reinforced concrete building with » concrete
facade and basic customer requirements for “gencral purpose office space.” The total cost per
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square foot for this facility (which includes land acquisition, site work, urchitsctural and
enginesring design co3ts and core and shell construction, but not fit-up) is about §105 - 110
per aquare foot. The second project is a five story facillty with & more architeoturzlly
pleasing masonry fazade and more stringent gpecifications similar to those in the NRO
buildings (Fuch 2= greater power capability, raised floor areas, higher floor load mtings, ete.),
Total’cons for this facility are about $160 - 165 per squaze fool,

The team alse obtained information from two architectural and enginesring design firmg
to discuss the costs they would advise new clients ©o be prepared to spend if considering
acquiring new facilities in weslen Fairfax County, The firms advised that thers is no
standard per squere foot cost a8 the nceds, spece requirements and desires of individual clients
differ. Hewever, s basic “corporate headquarters™ building would probably renge betwesn
$150 - 200 per square foot eecqrding to one firm, and $380 - 200 in the cpinion of the

second fiom.,

Based upon thess surveys, the NRO ficility costs of §153 per square foot, for land
pcquisition, site work, architcctural and englnecring design costy and coms and shell
corstruction, ars reasonable and comparable 1o commerclal facilities being construstad of

planaed for westem Fairfax County.

In addition to the informaiicn above, the team also obtained data on lend and
construction costs in Crysial City, due to @ suggestion made at the beiefing of the SSC[. B,
comparisens of Jand and construction costs in an urban area such as Crystal City, with the
costs of the Wegtficlds projest, are inherantly difficult and potentially misleading. There is a
significant difference in zoning requirements, county and ¢ity ordinances and land acquisition
costs between Crynial City and western Fairfax County, Crystal City preperty values rellect
the ready access to wansportation (National Airport, Metro, V 4 Railwey Expross and
mejor highways) and major thopping centery, the aveilebility of accommedation for both
permanent residasts and vistiors and » panoramic view of the Potomac River md the Nation's
Capital. In the Crysta! City area, Jand costs are sxpressed in terms of & messors of gros
constructed space, Floor Arca Ratics (FAR), rather thas acres. The moft recent land
tequisition (on top of & Metro statlon and adjucent to the Pentagon City Shopping Mall) was
spproximately $40 million for & FAR of approximately sne million square feet, or $44.44 per

ocoupiable squars foot.

Comparsble current data for site work, deslgn and core and shell construction were
cbtained for & typical Crystal City building providing genern] purposo offics space. In Crymal
City, sits work and the core and shell include parking facilities that are integral to the
building. The building is an sleven-story structure, with poured-la-place concrets, pre-can
stone and an josulated glass extorior finich. It provides 360,000 square feet of cecupinble
space and associsted underground parking. The cumrent cost of the design, aite wark wod core
and shell is approximatsly $32,109,000 or 585.20 per aquare foot. Adding th: prime real
eriste FAR cost of 544,44 pr.r square foot yields a tota] cost of $133.64 per cccoplable squere

foot,
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V. FACILITIES UTILIZATION
_m

Upsing GSA guidelines, the Joint Review Team examined the WRO's plans for gllocating
space Wwithin its planned facility, The NRO intends to bouse 2,500 people {n the facllity, Ths
team found that the facility could house from spproximately 3,400 to 3,500 people based on
GSA norms and thuy would be undac-utilized when completed. The team believes that there
{s room for m! least 500 and as many &s 1,000 additional people in the four towers. Sae
Tables 2 aod 3 below [or summaries of the plinned allocstion of space in tha NRO facllities

and the computation which supports bousing additiopal perseanel in them,

The NRO's everage primary office space per person, 128 square fest, is in line with the
GSA guidaline of 125 square fe2t.  The plenned allocation for offica support space, howeves,
is excessive. The type of office support space under question includes the reception and bey
arees, 117 conference rooms (in mddition to the conference centzr complex), copy rooms,
corridors and circulation space, file areas, supply stomge room, librarier and similar
edministrative arces, Specifically, the NRO plans epproximately 78 square fest per individual
in support space vervus the OSA range of approximataly 2§ to 5C square feet per person.

Space Utilization Summary
using GSA Guidelines

Table 2 — Spece Ullizmtion Summ:q' Using GSA Chidslines
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Range of Total Personne! that Could be
Howused in the Westfields Facillry

Nutlonal Capital
Reglon GSA

| squere FePersor II
| No.of People || -

» Primury office space uses o standerd of 125 pquare fc;n par

peTson.
«  Support spece then |3 added ualng a percentage of the
primary ofSce space:
- Natiopwide GSA Target: 22%
~ Nutlooal Capital Reglon GSA Norm:  30%
- GSA Maximum Justified: 40%

Table 3 — Range of Total Persoane] thet Could be Housed (n the Westfields Facillsy

. The current OSA netionwide targst for support space is approximately 28 squere feet per
person.  According to the GSA's Natiozal Capltal Reglon space planners, 30% for mupport
mece (or about 38 square feet per persan) ls the acceptad norm for buildings in the
Washington, D.C. ares.  The t2am was informed that OSA has authorized & 40% support
space factor (or ebout 50 aquare feet per person) only in ons case, and considers thia the
maximem amoust that sould reesonably be justified.

Applying the GSA guidalines for goverument sgencics, the Westfields faciilty bas a
larger capacity than required for the collocated NRQ work force. Therefore, the Joint Review
Team belicves that personpel from other Intellipence Community ageosins with a similar need
for security can be housed in the facility. That can be sccomplished by converting large
office bays, conferencs rooms and other support areas (nto offices.

In 1951, the NRO acquired 4 68 acre tract of land st Werdields thef was large enough
not only o “protect the option™ of witlmately housing 3,000 NRO employees and eontractors
In four office towers but also o permit the conutrustlen of twe additiona] towers ¢f almilar
slze for other we, Among the faciors weighed at the time were concerns about changing
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zoning and cavironmental requirements; eecurity concerns about the proposed construction of
a motel on adjoiniag property, and the possibility that the additional property could be used 10
comutruct more office space, if peeded

’Eﬂmﬂm!u: The Director of Central Intelligence and the Deputy Secretary of
Delease should decide how to allocate excess space to pon-NRO persgonnal and
Identlfy the apprapriniz lepants,

Becommendation: The Director of Ceutral Intellipence and the Deputy Seeretary of
Defense sbould examine current copstruction plans and lzase costs of olber
sicments of the Intelligence Comumunity to determine whether use of the
additiona] property on the Westficlds parcel is warmantad,



VL CONTRACTORS HOUSED IN NRCQ FACILITIES
e e e T e g e P e e YR e =

Questions were ralsed abowt the pumber and cont imipact of contractor pertonnsl who
will be [ocated in the NRO facility,

From the beginning of the placning for the collocation, contrastor persoane] were
Included in the pumber of people 1o be housed in the new facility. The ratio of caatmetor o
Goverment personpel was relatively constant from the beginning of the collocetion plans to
the presont. There Is oo single discrete unit of conmactor personnel; contractors are used
throughout the NRO In support of the progrems and for support and enginsering services.
Cumrently, the NRO plans to utillzs 1,022 contrector personnel in NRO spaces, approximately
oo third of the 2,908 total (o be housed In NRO spaces. Thus, 1o date, & relatively |urge
oumbser of onslte contractors have perved the NRO, and will most likely continue to do so.

The extent and proper role of contractor operational support sod sdvisory assistance
services is & concern throughout the Government; it is not unlque to the NRO. Macy factors
affect the decigion whether to use Government or contractor personnel to perform a particular
function. Ons such factor is the extant of science and techoology iovolved in the mlssion of
the Gevernment activity. Frequently, where the metivity is involved with state-of-the-art
equipment, &9 the NRO ia, the requirements for scientific and techoleal personne] may oot be
met lduqu:t.-.ly by the Government personne] system. The Joint Review Team concluded that

the presise sumber of contraclors the WRO sheuld e to mest mission

requiraments of collocate in its spaces was beyond the scope of jtx tasking,

Purt 37 of the Federal Acquisition Regulation ssts forth specific concerns regarding
comiracting for services. In the dlscussicn of persone! service coatracting af Section 37.104,
particular concerns are expreassd whan the contractor personral are to work in Government

space with Government personnel.

' nhubuﬁlﬂd,hw:w.hwmﬂnfmmmmidbfmwunmu
“recovered by the Government™ The Defenss Contract Audit Agency way asked to review
the cost allocation for contraciors ocoupying NRO space. The DOAA reported that comtract

ovethead rates were propecly adjusied for reat and other occupancy ceste. A copy of
DCAA's memorandum Is ! Annéx C.

Recommendation: The Director of the NRO shousld review the contrects and
cnsibilities of contractors housed In NRC facilitics to casure complinnoe

resp
with Part 37 of the Pedera] Acquisitiaa Repulation.
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VIL IMPACT OF BECRECY
e P s O e o e SO T T R SRR

The Joint Review Team assasged the =ffects of classification on the process of
congressional approval and the con of the Westficlds project. Pinpointing precise effects and
costs anocinted solaly with the Westfields project was 3 difficult tak, boceuse of the
challenge of hypothesizing what might heve been differsat if the Westfields project had been

earlier, The Join! Roview Tesm belizves, however, that the following :m:*lumm

are justified, although some we necesprily speculetive,

First, the usa of commercial contrscts did not result in contruction costs significantly
sbove those prodicted by the paramstric model for coraperable military conrtruction projects,
Second, there were jome sstusity-specific costs — most ootably the real estate taxes paid by
Rockwell, permity and licenses, and insurance — that would have bees avpided had the
bujlding been constructed as a U, 8. Government facility. Third, it Is poesible that ovent U,
S. Government construction would have been accompenied by an independent masstament of
offics spece requirements, possibly resuhing in a final facility with fewer square feet and 5
tower total prica tag. Finally, if the requiremant for the building had been declassifisd earlier,
the decision 1o build st Westfields might have been affecied by the fact that DoD property
and facilides were becoming aveilable In the National Capital Region through the Boss
Realignment and Clogure process. Or, prester considerstion might bave been given to
locating the fcility op & military installation where other defense-related intelligence agencies
&re Jocated, avoiding the cont of purchasing land



'VIIL. POTENTIAL COST SAVINGS
e i e ——et - se— e

[n addition to the efficient utllization of building space, the Jolnt Review Team looked mt
other arees where potential cost savings might be realized. The following indicate cont
savings considered a priosity to review In the limited time remeining to schjeve savings.

A. Taxe

The declassification of the Westfields project will permit the NRO o schieve sevings of
sales and property taxes. The U. §. Government is not required to pay riate and jocal sales
taxes on purchases il makes or property taxes on real estate to which it has title, Rockwell
has held tide to the Westfields property, prying to date approximately $1.6 million n real
estate texes fo Fairfax Couaty with funds provided by the NRQ. Prior to declassification of
the Westfields project, Rockwell had appealed pest property sssessments, challenging the
county’s method of valuing property bassd on the costs paid to date for unfinished structures
rather then on the fair market value at the time of wsessment WRO officinls have now
injtisted dissussions with Faidfex County officials 1o terminaic all further payment of real
ertxte taxes asd we oxamining the Jegal Dasues affecting refunds of real estate taxes paid in the
put The NRO Iz alsa examining how it might change its procurement practicas in the final
stages of the project to minimize the payment of sales texes, consintent with the Fedaml

B, ftare t

The NRO's budget erimats copteing §50 million for “other activation corta™ Included is
59.4 million for fumnlture and §5 millicn for “other support equipment.™ Those items
envisioned the purchase of significant amounts of new furniture and equipment for the
Westfialds facility. The NRO expectad that the $5 million figure would serve 1o caphare
unexpected expemses that might arise n the futurs. At the request of e Joint Review Team,
the NRO prepered a revised budget for each category to reflect madmum use of existing
furniture and oquipment Purchases e to be limited to the needs of aew personnel md
personns! moving from the west coast, replacement of unusable furniture, plus & small

replacement facter to account for breskage of existing property. The revised budgets show
that furniture expenditures can be limited to §5 million and expenditures for “other support

equipmsat” [> $1.5 million.

C. Admizistrative Dats Processing Sygtemy/Communicasions Svatems

S from the Office of the DoD Inspector Genenul, who examine! the NRO's plans for
procuring ADP and communteations systems ot the Jolnt Review Team's request, believe that
wpproximately $6 million in the budget for communications-related itamu nseds further

[EView.
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mmendytiong: The NRO ghould: (1) cease payment of sales
taxes to the extent posaible under the Federal Acquisition Regulation;
(2) ensure that there L no furure liskility for real estate taxes, either by baving
title o Westfields transferred from Rockwell to the U, 8, Government or by
working out alternetive armungementy with looal officials; xnd (3) obtain &
refund of any real estate texes to which the U. 8. Ocvernment {5 epttled.

Recommendation: The NRO should raduce its budget for fumiture aad support
equipment by af least §§ million.

Recommendation: The Director of Centm! Im;.lli:m:t. and the Deputy Secretary of
Defense should instruct the Director of the NROQ to conduct a review before
expending funds for communicstions-related Jtems,



ANNEX A: JOINT REVIEW TEAM MEMBERS

Co-Chairy: :
Nera Slatkin - Assinant Secrstary of the Navy for Research, Development & Acquisition

(ASN(RD&A))
Johin R. Byerly - Principel Deputy Qeneral Counsel, CIA -

Derek J. Vander Schasf - Deputy Inspector General, DoD

Dennis H. Troseh - Deputy General Counsel for Acquisition & Loglstics, DoD

Rear Admiral Walter Cantrell, USN - Commander, Spase & Naval Warfare Systems

Commund (SPAWAR)

Caolonel Karsten H. Rotbenberg, USAF - Office of the Civil Engincer of the Air Foree,
. Dirwector of MILCON (AF/CEC) :

Liextenant Colonal Thomas Duffy, USA - Dept of the Ammy, Office of the Judpe Advocate
. Genersl, Chief, Logistics & Contract Law

Virgiaia E. Dwpin - Office of Logistiza, ClA

Michael Kaanedy - Office of the Comptroller, CLA

Executive Assisant:
Commander Deborah R. Stilmer, USN - Military Assistant to ASN(RDZA)



ANNEX B: CONGRESSIONAL BUDGET JUSTIFICATION BOOK EXCERPT

PIRECTOR OF CENTRAL INTELLIGENCE
NATIONAL RECONNAISSANCE PROGRAM

FY 153] CONGRESSIONAL EUDGET JUSTIFICATION

Mlscelinneous Procursment and Support

This element of the Mission Support expenditure center includes the facllities required in
the NRO recrganization, airlift support, [sunch range communicetions, travel cos in support
of NRO actlvitles, ;xd non-program-specilfic logistics support.

The NRO I§ uting & phasad incremental facility sirstegy as puut of itz overnll restructure
procass. The facilities include a temporary, imterim and permanent facility. The jeased
- temporary facility provides office space for the inltal phase of the reorganizaticn. The Jeased

interim facility will allew collocatlon of the NRO Hesdquarters and selected support

fuactions. The NRO plaas to acquire the permasent facility to ascommedate all Runetions gt
the tzmpurery and interim facilities and othsr NRO acuvities as dirscted by the DNRO.
Financlal figures in the Report on ths NRO Regtructure profect the option to scquire ths land
1o fuppert & wotal collocation and & bullding sized for less than total collocation. Personnel

eonts for facility sippart and cantralizving secwrity manpower requirsments are elso included in
funding figwres in the Restructuwre Report This Amended FY 1991 budget includes funding

thal is Jess (han thet contained in the NRO Restructure Report. If the facilities plan contained
in the NRO Restructure Report is approved, a reprogramming request will be submittsd. Tha
increass [n miscallansous procurement suppert by primarily due to the continuation of funding
for the rearganization.

(Headng ciasslfied)

. {Dollars ia Thousands)

Coat 1o Cort to

(Iafermetion elassiflad)



aiiNEK ¢:; MEMO FROM DEFENSE CONTRACT AUDIT AGENCY

Copy of memorandum foliow?.



DEFENSE CONTRACT AUDIT AGENCY

{ | CAMERON STATION
U ALEXANDRIA, VA 133044174

N ST ey e - éb Octoder 1994
L PII'D ::!-it
MEMORANDUM FOR DEPUTY INSPECTOR GENERAL, DEPARTMENT OF DEFENEE
SUBJECT: Contractor Employsas Housed at Sovernment Facilities

This {8 In response to your oral requast pertaining to an
ingquiry from the United States Banate Select Conmplittes on
Intelligenca, dated Octcbar 4, 1994, about tha cost of space to be
occupisd by contractor perscnnel in a government building. The
cemmittee asked for clarification about tha comment by tho review

team that "overhead rates . . . wers adjusted correctly.”®

gpaca provided to thass contractor enployeas is at governmant
expense and is considered the same as government furnished -
property for contract costing purposes. Typically, a reduced
overhead rate is applisd to the dirsct labor of contracter

epployean etationed in government buildings. This reduced
oyerhead rata (usually called tha ocfifsite or fiald rate) includeas

fringe benafitas and supervision costs, but Ao not inglude rent
and cther occupancy costs. The full overhead rate, which would
include rent aleng with cther costs, should be applied only to
labor parforzed at buildings owned or lesased by the contractor.

. DCAN Fleld Audlit Gffices (FaCs) routinely review contracter
overhead coat poole to insurm that costs are allocatad in
accordance with cost aoccounting standards when establiahing
indirect rates for forvard pricing and final incurred cost
subzissions. In addition, the approprints applicaticn of everhesad
rates to contracts ls considered in individual preoposal raviaws,
as well as insurred cost audite bBefore finsl payment.

For the caontractors on the liet providad to ug, we contacted
gni:nnt fiald audit offices and deternined that the
lltlhl shed efigite rates do not include rent and ether cocupancy

cests.
J-224~7333

at

If you have any gquestions please call

‘Lawrencos P. Uhlfalder
Deputy Assistant Director
Policy and Plans
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