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INCLUDED IN THIS MAILING ARE: 
Q GAO Report, supporting materials, and report summary 

Members: Please review the findings in the GAO report whch are summarized 
on page 2 and discussed through page 17. There are no revelations here, but we 
need to decide as a Task Force what, if any, actions we should take in response 
to this report. 

0 Summary of Independent Review Team Public Availability Session 
onFebruary 12,1997 

Audit of Work Force Restructuring at FEMP Q 

Q Letter to Phil Hamric from John Applegate 

C l  Letter to Guy Guckenberger from John Applegate 

0 Newsclippings 
I 
ANNOUNCEMENTS: 

Please note the following upcoming meetings: 

Change of 0 FRESH MEETING: FRESH will hold a meeting on Thursday, April 3, 
1997, at Venice Presbyterian Church on Layhigh Road in Ross. All are 
welcome to attend! 

PUBLIC MEETING: A Public Meeting will be held on Tuesday, April 15, 
1997, from 7 to 9 p.m. There will be a discussion of the overall cleanup status 
by Johnny Reising, and other topics of interest, such as the GAO Report and 
the IRT Report. The meeting will be held at the Plantation. 

meeting date! 

Q - 
QUESTIONS: 

0 Please call John at r Doug at with questions or concerns. 
You may also fax or e-mail us at: 

John FAX: 281-3331 E-MAIL: john.applegate@law.uc.edu 
Doug FAX: 648-3629 E-MAIL: 

I 
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SUMMARY OF INDEPENDENT REvlEw TEAM (IRt) 
PUEUC AVARABIUTT SESSION 

hbwy 12,1997: 7m p.m. uphr Wdng 

In support of the 81108 Project. DOE and FIuor Oadel Fernaid srmmbled an Independent 
technical team to offer advice and make recommendedoM concerning the treatment of the 
waste In Silo8 1,2. and 3. The team has been mretlng monthly dnce November and each 
serdan hsr lnduded reprormts~vos from FRESH and the Taak Force. However, to glve 
the genaral public the omorhurkv to moot the IRT on an Informal brda, an AvdJaMllty 
Sessfon wns offered. The ninwnember IRT, plus two expert8 on stablllrdon, made up 
thr panel. OthOrl attending the rneetlng lnduded reps from U.S. EPA, OEPA, Indtute for 
Energy & Environmental Research (IEER), FRESH. Femald Clt lzer Task krcs, ATSDR, Rob 
Poman'r Offics, QCSCTC, FAT&LC, DOE and Fluor Daniel Famdd. 

A callJn line had been pubiicfied for thorn unable to attend the aasdon. The Nevada 
Commonlty Advlrory Board contacted DOE and planned to parddpate via confemnce call. 
However, due to schadullng confllctr and the dme dffarence. they had to caned, 

Gary Gtegner opanrd the m d n g  and ashod the 1 l-membrr pand to brlafly lntroduco 
t h e d v e r .  Gail Blngltsm fmm the IRT gave a rtstur summary of the team's progrew to 
date. Following are rome of  the commenttlquestfonr that ware dlrected to the team. 

The c h e e r  of the IRT rhould be llmltsd to technlcsl Irsurr. 

The approach the Unlted Stater taker to c~ardflcatfon of radloloufcaf warto 18 not 
rational. Warte form determlnadon shordd be guldad by what Is beat In temr of 
protecdvsners not by current requimmentr. 

0 The OU4 Record of Daclslon provider that tha Sllo wane ahall be dlrposed of  a8 a 
vitrified waste form. A g l r u  w a r n  form for the N o  redduar la beat. Undl and 
unlsar, Fluor Daniel Furnald100E demonstrate that It I8 not technically posdbh to 
vitrify the Silo relduer. no other warto form should be conriderad. 

e Expressed concern that the IRT doe8 not cumntly b v r  all the Infomadon 
necessary to make un naa~(rmu1t of tho Silo8 Project. The IRT &odd bo provldad 
with ail relevant data and t8ke 88 long a8 necsrrary to make a recommondetion. 

0 Expratsed concam with rerpect to OOElRuot DanlJ Fsrnald'r understanding of tRe 
potemlal for Sllo degndadon and coUaprrn e r ~ c l s i l y  with respect to t h m  potadd 
impact of wane ramovd actMtles. 

rn Har the IRT bean provided with a cmpy of the FEMP Emirgancy Resgonae Plan? 

0 Requested that In the event that the IRT concludrr that brare exirtr Inurttident 
lnfurmadocr to make 8 flnnl recommendadon at thlr &a, that It will return WhUn 
the Informadon become8 available and make I rucommendadon at thet drna. 

Requerted that whatever the outcome of tho IRT rocommendation end flnal 
dlrsctlon, rufflcienr 'mddldonsl erpertlu" be brought In to support thr pdect  and 
asmure a muccera. Requestad that the espertlw br the best avallabls and not be 

d 
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limited to Ruor Dwlld Fomald or DOE. 

Interpreted the ’AD8 Tracking Report’ provided to hor by DO1 a8 ’drimlng‘ thrt 
the IRT had mendod I atakeholdu mardnp. 

Asked whether ”prlv8dZMlon’ d the project her bean considered. 

Erpmuad concern thrt vfafffcatron tr baing rejectad brad on mctmlcd dlffIcu)tirs 
euodated with arttatas in the roddwr, yet sulfates prosent Jmnar problems for 
cement stabiliratfon. 

Exprarred concern that the team needs mom informrdon and tlme to makm a mund 
~ommondedon. 

Isn’t there knowledge from othw dter7 I8 than no coordbtfon of Ierronr tomod 
or rharing of Informadon? 

Conddsm viMficedon of $110 roddues a8 a legally bldng r~u!mmont. Door not 
understand why dtam8ta forms am M n p  conrldond. 

Coniden the “March I dardllne‘ for m IAT rscornmodatlon as an a r h h r y  FIuor 
Daniel Fernaid requlremrnt. Racommmdad drat It should lm m8cmpped”. 

Exprerred concern that the IRT doma not adequady undmrrtend the Irnpllwtfonr of 
w m e  vdurner In conddrdng a recommandadan. 

Erprerred concern ragrrdlng the dramatlc lncreaur In projoctsd pruject eo-. 

Expremed concarn that we are not conddedng tho lmpaot of NTS not acwpdng u 
warts form other than what 18 cunandV agrord to. 

Expressed concern that no tadrfactory exphnatlon hns been provided to the 
Stakeholdarr with rarpect to why Campaign 3 war omitted from the flbt Plant test 
pmqrarn. 

Adcod the IRT If thoy had been pvovlded wlth a copy of the Do80 Roconrtrucdon 
Report? 

Roque8trd swmnca that thr report documantlng thlr effort would br an IRT report 
not I fluor Danid hmdd reporl. 

Aoquartrd recommendrdonr In the nport not bo Ilmltud to cor~un~ur Iraws. 
Oiuenting 0plnl0~ should ah0 bo included. 

FREGH mquestmd a one-pagar from rich member of tha I#r addrardng thdr 
‘fseilngr” on dre ‘pracera, remdtr,‘ BI an ovalustion mol for thrm. 

Tho m d n g  adjourned at 9:lb. l’b IRT’r next 8e88lon will k Pabrwry 25-28. 
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U.S. DEPARTMENT OF ENERGY 
OFFICE OF INSPECTOR GENERPLL 

OFFICE OF AUDIT SERVICES 

AUDIT OF WORK FORCE R E S T R U C m G  AT THE 
FERNALD EWARONMEZ\TTAL MANAGEMENT PROJECT 

Audit Repon Number: ER-3-96-0 1 A p d  23, 1996 

SUMMMY 

The Department of Energy (Deparunent) restructured its work force at the 
Fernald Environmental Management Project (Fernald Project) to reduce staffmg levels 
and to modify the mix of workers’ slulls in response to budget cuts, facility closures, and 
chanses in the Fernald Project’s mission. The objective of this audit was to determine 
whether the work force restructurings were effective in reducing staffing levels and in 
changng the mix of workers’ skills. 

As of September 30, 1995, the restructurings were not effective in reducing 
staffing levels or in improving the mix of workers’ shlls. The Fernald Environmental 
Restoration Management Corporation (FERMCO) spent S2.9 million to separate 255 
employees in October 1993. However, by September 20, 1994, a l l  but 14 of the 
employees separated were either rehired or replaced by new employees with similar 
skills. The second restructuring began in October 1994 and is not expected to be 
completed until May 1996. The Depanment expects the second restructuring to reduce 
FERMCO’s work force by 476 employees at a c a t  of S12.9 million. However, since the 
second restrumring began, FERMCO has b e d  265 new employees and at 
September 20, 1995, had open job announcements seeking 82 additional employees. 
Many of these new employees have essentially the same skills as employees who 
separated under the two restructurings. 

The Department’s objectives were not met because the Fernald .Area Office did 
not (1) require FERMCO to perfom the skills analysis necessary to idenufy which 
employees were needed to perform the Fernald Project’s current mission. and 
(2) et’fectively monitor FERMCO’s resaucnrring etyorts to ensure that the Department’s 
objectives were met. 
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A a result, FERiiCO spent S2.9 mrllion in Fiscal Year (Fy) 1994, and planned 
to spend an additional S12.9 million in FYs 1995 and 1996 for work force restrucrurings 
that have provided littie or no benefit to the D e p m e n t .  

Management agreed there were some deficiencies in the restructuring process and 
agreed to implement the recommendations. 

. '  , . .  
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PART I 

APPROACH AND OVERVIEW 

INTRODUCTION 

Congress directed the Department of Energy (Deparment), through Public Law 
102-484, to minimize the impact of mission changes and associated work force 
restructuring on affected workers and local communities. In response to this direction, 
the Department developed guidelines to assist field activities in developing and 
implementing work force resuucturing plans. The first restructuring at the Fernald 
Environmental Restoration Management Corporation (FERMCO) resulted in the 
separation of 255 employees in Fiscal Year (FY) 1994 and the second restructuring is 
expected to reduce the work force by 476 employees by May 1996. These restructuring 
were planned to reduce staffmg levels and change the mix of workers’ siulls in response 
to budget cuts, faciiity shutdowns, and changes in the Fernald Environmental 
Management Project’s (Fernald Project) mission. The objective of the audit was to 
determine whether the restructurings effectively reduced s M m g  levels and changed the 
mix of workers’ skills. 

SCOPE .W METHODOLOGY 

The audit was performed from January 12, 1995, through October 27, 1995, at 
the Department’s Fernald Ares Office and FERMCO in Fernald, Ohio. We also met with 
the Director, Office of Worker and Community Transition, in Washington, D.C. To 
acheve the audit objective, we relied on computer-processed data ih FERMCO’s 
accounting and human resources information systems. We assessed the accuracy and 
reliability of the data and found it adequate for use in meeting the audit objective. In 
addition, we: 

0 reviewed the requirements of Section 3 16 1 of the National Defense 
Authorization Act of FY 1993; 

0 reviewed the Department’s work force resaucturing guidelines established by 
the Office of Worker and Community Transition; 

0 evaluated the development and implementation of the Fernald k e a  Offrce’s 
f i t  and second work force resaucruring plans; 

analyzed restructuring costs incurred by FERMCO in FYs 1994 and 1995; 

0 compared staifing levels before and after the resrmcturings; and 



compared job titles of the employees separated to those of employees hired 
during the resuucturings. 

The audit was performed in accordance with generally accepted Government 
auditing standards for performance audits and included tests of internal controls and 
compliance with laws and regulations necessary to satisfy the audit objective. 
Accordingly, - we assessed Departmental policies, procedures, and responsibilities for 
work force restructuring actions. Because our review was limited, it would not 
necessarily have disclosed all internal control deficiencies that may have existed at the 
time of our audit. 

The audit results were discussed with the Director, Office of Worker and 
Community Transition, on February 16, 1996, and an exit conference was held with the 
Director, Fernald Area Office, on February 2 1, 1996. 

BACKGROUND 

FERMCO operates the Fernald Project under a cost-plus-award-fee contract 
awarded by the Oak Ridge Operations Office and administered by the O h 0  Field Office 
and the Fernald Area Ofice. FERMCO assumed responsibility for the Fernald Project 
on December 1, 1992. From 1952 to 1989, the Fernaid Project produced a variety of 
uranium products that served as feed materials for defense programs at other 
D e p m e n t a l  sites. The Depamnent suspended production in 1989, and officially ceased 
production in June 1991. Since 1989, the primary mission of the Fernald Project has 
been environmental restoration and cleanup. 

Subsequent to the end of the Cold War, Conpress enacted legislation which 
required the Department to minimize the impact of work force resuucturings made 
necessary by the end of the Cold War on at’fected employees and their local communities. 
The legislation was Public Law 102-484, Section 3 16 1 (Section 5 161), dated October 33, 
1992. It required that resuucturing be accomplished. when possible, through the use of 
retraining, early retiremenc amition, and other options that minimize layot’fs. 

In response to this legislation. the Secretary of Energy established a Task Force 
on Worker and Community Transition (Task Force) to develop guidelines for 
Department sites to follow in preparing resmcruring plans. The guidelines required field 
activities to develop resrmcturing plans and submit them to the Task Force for approval. 
Further. the guidelines established the role of the Depanment’s field organizations and 
contractors and suggested that restructuring plans be based on comprehensive skills 
analyses that identifv workers’ sbrills necessarl, to meet the changing mission. Field 
activities were encouraged to develop resuucturing plans which minimized layoffs 
through the use of voluntary retirements and separations. ren3ining and re-employment 
assistance. and worker rezsipments. 



Since enactment of Section 3 16 1, FERMCO in coordination with the Fernald 
k e a  Office, has prepared two work force restructuring plans. The first restructuring 
plan was approved by the Office of Worker and Community Transition (formerly &e 
Task Force) in October 1993. The plan called for the voluntary separation or retirement 
of 62 FERMCO employees and the involuntary separation of another 198 FERMCO 
employees in Fy 1994. Under th~s restructuring plan, 255 employees were provided 
severance payments based on their length of service, medical benefits, outplacement 
support, and retirement benefits, costing $2.9 rmllion. Before the first restructuring, 
FERMCO had 2,4 17 employees. 

The second restructuring plan was approved by the Office of Worker and 
Community Transition in February 1995. The plan projected the voluntary separation of 
about 400 FERMCO employees in FYs 1995 and 1996 at a cost of about S8.2 million. 
However, 476 employees have volunteered to separate, and the Department now 
estimates the cost of the second restructuring to be about S 12.9 million. lMost of the 476 
employees who are currently being separated under the plan will receive an incentive 
bonus of S15,OOO in addition to enhanced severance pay. 

The Fernald Area Ofice was responsible for monitoring the restructuring to 
ensure that FERMCO followed Departmental guidelines. 

OBSERVATIONS AND CONCLUSTONS 

The Fernald Area Office's FY 1994 work force restructuring did not accomplish 
the Department's objectives of reducing total employment and changing the mix of 
workers' skills. FERMCO spent $2.9 million to separate 255 employees in October 
1993. However, by September 30, 1994, all but 14 of the employees separated were 
either rehired or replaced by new employees with sirmlar SUS. 

We could not determine whether the second restrucarring will acheve the 
Department's objectives because it will not be completed unul May 1996. However, 
FERMCO continued to b e  employees to replace those separated. Since the first 
r e s t m d g  beg= FERMCO has hued over 600 new employees. If'this pattern 
continues, the second restrumring, estimated to cost 312.9 d l i o s  like the fmt, will not 
s ipfkant ly  reduce overall staiTing or substantially change the mix of workers' skills. 

These conditions occurred because the Fernaid k e a  Office (1) did not require . 
FERMCO to perform a work force skills analysis to identtfy employees needed to meet 
mission requirements, and (2) did not et'fectively monitor FERh4CO's restructuring 
etfbrts to ensure that the Department's objectives were met .ks a result FERiilCO spent 
S2.9 &on in FY 1994, and planned to spend an additional S12.9 million in FYs 1995 
and 1996, for work force resuuctuhgs that have provided little or no benefit to the 
Department. Therefore, we recommended that the Director, Fernald .kea Office. require 
FERMCO to review the slulls of employees scheduled to be separated. and encourage 
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employees with skdls that are needed to retain their jobs. We also recommended that the 
Fernald k e a  Ofice monitor FEELMCO’s effoorts to ensure that the Department’s 
restructuring objectives are effenively met and that employees with needed skills are 
retained and not separated and replaced. 

Continuing to separate and replace employees with needed skills under the 
resmcturing pian is, in our opinion, a material internal control weakness that the 
Department should consider when preparing the yearend assurance memorandum on 
internal controls. 

6 



PART II 

FINDING AND RECOMMENDATIONS 

Restrumring Obiectivea Not Achieved 

FINDING 

The Department’s restructuring objectives at the Fernald Project were to reduce 
staffing levels and change the mix of workers’ skills. Although FERMCO separated 255 
employees in FY 1994 at a cost of S2.9 million, by the end of FY 1994 the work force 
was reduced by only 14 employees. DuMg this restructuring, FERMCO rehired many 
workers and hired replacement workers with virtually the same skills as most of the 
employees who were separated; thus, the work force skdls mix was not sigufkantly 
changed. The Depaxtment anticipates that the second restrumring, expected to cost 
S12.9 million, will reduce the work force by 476 employees; however, FERMCO 
continues to hue replacement workers. This condition exists because the Fernald Area 
Office (1) did not require FERMCO to perform a slulls analysis, and (2) has not 
effectively monitored FERMCO’S restructuring efforts. As a result, the Fernald Area 
Office spent S2.9 million in FY 1994, and plans to spend an additional S12.9 million in 
FYs 1995 and 1996, for work force restructurings that have provided little or no benefit 
to the Depanment. 

RECOMMENDATIONS 

We recommend that the Director, Fernald k e a  Office: 

( 1 )  Require FERMCO to immediately perfonn a comprehensive skills analysis. 
review the slulls of employees scheduled to be separated, and encourage 
employees with skills that are needed to retain their jobs; 

(2) Develop future resuucturing plans based on comprehensive skills analyses in 
accordance with Departmental guidance; and 

( 3 )  hlonitor FERblCO’s resuucruring activities to ensure that the Depaxtment’s 
objecrives are met. 



MANAGEMENT REACTION 

Management agreed there were some deficiencies in the FY 1994 restructuring - 
process and concurred with the recommendations. However, management stated that the 
FY 1995 restructuring would achieve the Department’s objectives. 

DETAILS OF FINDING 

RESTRUCTURING OBJECTIVES 

The Department’s objectives for restructuring the work force at the Fernald 
Project were to simultaneously reduce stdfmg and change the mix of workers’ shils. 
The Department expected to decrease FERMCO’s overall staf€img in response to 
declining budgets and the shutdown of several Fernald Project facilities. The 
Department also expected to change the mix of workers’ skills as remedial investigations 
and feasibility studies were completed and the actual clean-up efforts began. lMore 
specifically, the Department expected to reduce FERMCO’s s M i g  for environmental 
sampling and characterization, and to increase staffing for construction management and 
subcontract administration. At the same time, the Department expected to increase 
staffing for subcontractors involved in remedial design and construction, since 
FERMCO’s contract precluded its workers from performing these functions. For the 
second resuucturing, the Department also expected to reduce project management and 
project controls personnel involved in administrative activities. 

The D e p m e n t  planned to reduce FERMCO’s staffing by at least 660 employees 
in FYs 1994, 1995, and 1996. In the first restructuring, the Department planned to 
separate 260 employees in FY 1994, including 62 voluntary separations and retirements 
and 198 involuntary separations. In the second r e s u u c t u h s  the Department plans to 
separate at least 400 employees in FYs 1995 and 1996, all by voluntary separations and 
retirements. FERMCO’s notice to employees regarding the voluntary reduction-in-force 
stated that no replacements would be hued to fill vacated positions. 

O B E C T M 3  NOT ACHIEVED 
. -  

FEILMCO’s restructuring efforts have not accomplished the Department’s 
objectives. The fmt resmcturing neither si-gn3cantly reduced s t a f f q  nor substantially. 
changed the mix of workers‘ skills. The second resmcnrring has not been completed; 
however. FEELMCO has continued the same panern of h r h g  mployees to replace those 
separated. Thus. the second resuumrhg, Ike the rkst might neither reduce overall 
stat3,i.g nor change the mix of workers’ skills. 



At the b e w g  of the first resuumrhg FERMCO’s total employment was 
2,417 and it planned to reduce by 260. FERMCO separated 255 employees, rehued 73, 
and replaced most of the separated employees with new employees who had essentially 
the same sluiis as those separated. FERMCO did not s i p f k a n t l y  reduce the number of 
employees involved in environmental sampling and characterization. Aiso, FERMCO 
did not sigufkantly increase the number of employees involved in consmction 
management and subcontract administration. Consequently, at the end of FY i 994, 
FEILMCO had reduced its total employment by only 14 and had essentially the same mix 
of workers’ shlls as before the restructuring. 

In the second restructuring, the Department anticipated a reduction of at least 
400 workers from FERMCO’s employment base of 2,403. This restructuring will not be 
completed until May 1996; however, FERMCO has continued the same pattern of 
separating employees with needed skills and h g  replacements. As of 
September 30, 1995, FERMCO had separated 249 employees and still had 2,206 
employees for a net reduction of 197. This net reduction was less than the number 
separated because FERMCO had hued new employees. iMany of these new employees 
had the same general shlls as the employees who were separated. Also, FERMCO had 
open job announcements seeking 82 additional employees as of September 30, 1995. 

The Exhibit at Part IV of this report demonstrates that FERMCO’s resmcturings 
did not substantially decrease employment levels nor sigufkantly change the mix of 
workers’ slulls. The Exhibit lists the number of employees separated in the first 
restructuring, the number of employees hired after the first resmcturing, and the number 
of employees targeted to be separated in the second restrumring, as of October 3, 1995, 
for each individual skill title. If the fust restructuring had achieved the sh l l  mix changes 
anticipated by the D e p m e n t ,  the Exhibit would show substantial (1) decreases in the 
shlls associated with environmental sampling and characterizatioiand (2) increases in 
the skills associated with construction management and subcontract administration. 
However, the Exhbit shows no such patterns. FERMCO did not target speclfic slulls for 
employee separations and new hxes. Instead, FERMCO separated and then replaced 
employees with various types of shlls. Moreover, for the four skill titles with the most 
separations in the first restructuring-clerk typists, secretaries, information record 
clerkdspecialists, and information management analysts-the number of new workers 
hued after the restructuring far exceeded the number of employees separated. 

XS the following examples show, FERMCO’s pattern of separating employees 
with needed skrlls and then h g  replacements occurred in both resmcruring etyorts. 

FERMCO separated I4 secretaries during the first resaucturing, but then 
hired 19 new secretaries before the second resrmcuing. In the second 
resmcruring, FERMCO identitied 47 secreraries for separation. 3 of whom 
were hired after the rimt restructuring. Since announcing the second 
resuucturing, F m \ l C O  has hired 19 new secretaries. 
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0 FERMCO separated 15 clerk typists in the first restructuring and subsequently 
hired 8 new clerk typists before the second restructuring. In the second 
restructuring, FERh4CO identlfied 9 clerk typists for separation, 3 of whom 
were k e d  after the fmt restructuring. Since announcing the second 
restructuring, FERMCO has hired 17 new clerk typists. 

0 FERMCO separated 12 dormation records clerkdspecialists during the first 
restructurihg and subsequently hued 18 new dormation records 
clerks/specialists before the second restructuring. In the second restructuring, 
FERMCO identlfied 35 information records clerkdspecialists for separation, 7 
of whom were hired after the first restructuring. Since announcing the second 
restructuring, FERMCO has b e d  8 new information records clerks/ 
specialists. 

0 FERMCO separated 5 procurement specialists during the first restructuring 
and subsequently hued 9 new procurement specialists before the second 
restructuring. In the second restructuring, FERMCO identlfied 8 procurement 
specialists for separation, 1 of whom was hired after the first restructuring. 
Since announcing the second restructuring, FERMCO has hued 4 new 
procurement specialists. 

During the audit, we received several formal and informal allegations of 
improprieties in the FERMCO restructuring processes. Some complainants alleged that 
workers who were hued by FERh4CO's predecessor organizations at the Fernald Project 
were unfairly targeted for separation and replaced with new hires transferred in from 
other components of Fluor Daniel, Inc. Others alleged that selected workers were given 
separation and early retirement benefits for which they were not entitled. We venfied 
that in at l e s t  a few instances, workers hired by FERiiCO's predecessors were separated 
and replaced by new tures nansferred in from other components of Fluor Daniel, Lnc. 
However, we could not detennine, with any degree of certainty, whether the new hues 
were more qualified or less quallfied than the employees separated. Also, we referred an 
allegation of improper benefit payments to speclfic workers to the Director, Office of 
Worker and Community Transition, whose staff is sui1 evaluating the allegation. 

' 

Management stated that many of the b g s  shown in the Exhbit at Part IV were 
justrfied by changes in work scope, natural progression, amition, and the requirements of 
the new collective bargaining agreement. .Use. management stated that any instance of 
separating FERMCO employees and replacing them with new hues from other Fluor 
Daniel, Inc., components may have been totally proper considering the work to be 
accomplished and the particular skds of the workers involved. Nevertheless, we believe 

h g  replacements with similar skills, with little change in the overdl employment 
level. 

the exhibit saongiy suggests a panern of separatin_g employees with needed skills and - *  

10 



RESTRUCTURING PLANS SUBMITIED WITHOUT SKILLS ANALYSTS 

These conditions occurred because the Femald Area Office did not require 
FERMCO to perform the slulls analysis necessary to idenufy which employees should be 
retained and which should be separated. In addition, the Fernald Area Office did not 
effectively monitor FERMCO’s restructuring efforts. 

Skills ha lvs i s  Not Perfonned 

Preliminary Departmental guidance, issued in April 1993 and revised in March 
1994, suggested that field activities develop restructuring plans based on a 
comprehensive skills analysis. The analysis was necessary to (1) determine worker skills 

. required for the site mission, (2) compare skills and capabiiities of the current work force 
to hture needs, (3) identify worker retraining needs, and (4) identify workers with 
critical siulls that must be retained. However, FERMCO did not perform a skills 
analysis, and the Fernald Area Office submitted both resmcturing plans for 
Headquarters’ approval without idenufying the specrfic occupations or skdls titles to be 
increased or decreased by the restructurings. 

In the absence of a skills analysis, FERMCO’s sfling reductions were based on 
collective bargaining agreements for union employees and division managers’ rankings 
for salaried employees. Once Departmental budgets were established, division managers 
identified and separated hourly employees based on their respective collective bargaining 
agreements. Additionally, salaried employees were ranked by division managers on 
factors such as work habits, experience, and support for company values. Employees 
with the lowest ranklngs were separated without regard to skills possessed. 
Consequently, FERMCO separated employees with needed skills and hued new 
employees to replace those separated. 

Despite the lack of a skdls analysis, the Fernald Area Office submitted two 
restructuring plans, anticipatlng the separation of more than 600 FERMCO employees, 
for Headquarters’ approval. FERMCO provided the Fernald Area office with details of 
its ranlung system for idenufying employees to be separated. FERMCO did not propose 
to identify critical skills needed to meet the Fernald Project’s hture mission nor to 
idenufy employees who could be reassigned or retrained rather than separated. The 
Fernald &ea Office should have determined that the resaucturing plans did not meet the 
basic requirements of Section 2 16 1, especially the requirement to minimize layot’fs. It 
should have required FERMCO to pursue o p p o d t i e s  for employee reassigunents and 
retraining to avoid, or at least minimize, the number of layofis. 

Restructurincz Not Effeaivelv lfonitored 

.After the f i t  resrmcturinp began the Fernaid .kea Office did not closely 
monitor FERMCO’s resmcturing er’fom to ensure that the Deparunent’s objectives were 
met. The Fernald h e 3  Office did not monitor the occuparions of workers who were 
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separated or hired to ensure that FERMCO (1) reduced the number of workers involved 
in environmental sampling and characterization, (2) increased the number of workers 
involved in construction management and subcontract administration, and (3) minimized 
layoffs by retaining workers with needed skds. The Fernaid Area Office did not require 
periodic status reports on the numbers of employees hired and separated by occupation. 
Therefore, the Depamnent was not aware that employees with needed slulls were 
continually being separated and replaced. 

Even though FERMCO had not completed the second restructuring and its 
success was questionable, the Femald Area Ofice gave FERMCO $405,000 in award 
fee for an "Excellent" rating on its work force restructuring efforts for the 6 months 
ended September 30, 1994. 

LIMITED BENEFITS 

The Fernald Area Office spent $2.9 m i L m  in FY 1994, and plans to spend an 
additional $12.9 million in FYs 1995 and 1996 for work force restructuring that have 
provided little or no benefit to the Department. Also, the Fernald Area Office is likely to 
pay for similar resuuctuMgs in hture years because FERMCO stdl has not identrfied 
future staffmg needs and continues to h e  replacements for employees that it separates. 

The funds spent on these restructuring, that provided little or no benefit to the 
DepamnenL cannot be recouped. Nevertheless, ths experience should not be repeated. 
More restructuring will be necessary in the future as the cleanup workload decreases and 
is ultimately completed. The hrure expenditures could far exceed the expenditures to 
date. 

12 



MANAGEMENT AND AUDITOR C0MhENT.S 

The Director, Fernald Area Office, and the Director, Office of Worker and 
Community Transition, responded to a draft of this report. A summary of both responses 
follows. 

The Director, Fernald Area Office agreed that there were some deficiencies in 
planning and implementing the FY 1994 restructuring effort. Management stated that 
those deficiencies were the result of budgetary fluctuations, work scope changes, and 
s igdkan t  labor relations developments subsequent to implementation of the FY 1994 
restructuring plan. However, corrective actions were taken in the FY 1995 restructuring 
based upon lessons learned in the FY 1994 restructuring. Also the Fernald Area Office 
took a more active role in implementing the FY 1995 pian. Management stated that the 
FY 1995 restructuring is clearly meeting the Department's objective for salaried employee 
reductions. Salaried employment decreased from 1,826 on December 30, 1994, to 1,523 
on February 9, 1996. The salaried target level for May 30, 1996, is 1,3 5 1, and it will be 
achieved. 

The Director, Office of Worker and Community Transition, stated that he has 
tasked his Deputy Director to thoroughly investigate the issues covered in th~s report. 
The Director stated that the investigation has tentatively concluded that (1) satisfactory 
planning was laclung in the FY 1994 restructuring, (2) certain union employees had to be 
rehired because of changes in the labor agreement, and (3) some rehinng was necessary 
because of budget changes during the year or can be explained due to amition. The 
Director also stated that the FY 1995 restructuring will meet the planned work force 
reduction and change the skills mix to place more emphasis on environmental 
remediation. The Director further stated that he had not received satisfactory information 
to reach a conclusion on a number of other issues raised in h s  report. 

The Director, Fernald Area Office, agreed to implement the recommendations. 
Management's comments on each recommendation follow along with auditor comments. 

Recommendation 1 .  Require FERMCO to immediately perform a comprehensive 
slulls analysis, review the skills of employees scheduled to be separated, and encourage 
employees with skills that are needed to retain their jobs. 

Manaeement Comments. Management concurred and stated that it would make 
every et'fort to place employees scheduled for separation in appropriate positions before 
their currently scheduled separation. 

13 
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Auditor Comments. .Management's corrective actions are appropriate and should 
result in retaining employees needed for the future and, at the same time, reduce the 
amount of severance payments. 

Recommendation 2. Develop future restructuring plans based on comprehensive 
shils analyses in accordance with Departmental guidance. 

Management Comments. Management ageed with the recommendation and 
stated that there have been three iterations of FERMCO's skills mix analyses and each 
resulted in improvements. FERMCO will continue to make improvements. 

Auditor Comments. Management's actions should result in the necessary 
improvements if a comprehensive skills analysis is performed before any future 
restructuring are implemented. 

Recommendation 3 .  iMonitor FEfLMCO's restructuring activities to ensure that 
the Department's objectives are met. 

Management Comments. Management agreed to continue monitoring work force . 
restructuring activities in a manner consistent with Departmental objectives, related 
guidance, and f h d i n g  constraints. IManagement stated that as part of the lessons learned 
from the FY 1994 restructuring, it took a much more active role in the implementation of 
the FY 1995 restructuring plan. XI1 plan contents, particularly the voluntary reduction in 
force portion, were the product of extensive discussions, and where appropriate, 
management direction and involvement. 

Auditor Comments. LManagement's actions should result in the needed 
improvements if additional actions are taken to ensure that employees separated are not 
replaced with newly hued employees with similar skills. 
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PART lV 

E h b i t  
Page 1 O f 4  

EMPLOYEES SEPAR4TED AND HlRED AS OF OCTOBER 3.1995 

ACCOUNTANTI, II. III & SR & TECH II 
ADMIMSTRATNE ASSISTANT 
Uh4INISmTNE SUPERVISOR 

WST WATER P U N T  OPERATOR 
WSOC CONSTXUCTION ENGR L II 
ASSOC CONSTRUCTION SUPPORT ENGR I 
ASSOC ENGINEER L II 
WSOC NFO MGMT XVALYSVSPECIALIST 
ASSOC UTEIUAL CONTROL SPECIAUT 
WSOC PROCESUSPECIALET ENGR L II 
BOILER OPERATOR 
CARPENTFR 
CLERKlYPfSTL II & SR 
CONSTRUCTION ENGR AIDE II 
CONSTRUCTION ENGR L II 
CONSTRUCTION ENGR ,MGR I 
CONSTRUCTION MGR I & SR 
CONSTRUCTION SUPERWIFNDRJTn 
CONSTRUCTION SUPPORT ENGR L II 
COOK 
CO-OP. IKnltY, G W U A T E  ASSISTAST 
COST ,LuALLyST 
DEP.4RFAENT ADMINISTRATOR L 11 
DIRECTOR OF AUDIT' 
DRECTOR OF C E R C U R C U  ci?rTT 
DIRECTOR OF ENGINEERING 
DCRECTOR OF Q U W  
D W C T O R  OF STRATEGIC PROGRAMS I 
DRAFERLIIBSR 
ELECTRfCUV 

PRojCIPLE EUGR N G I h T E R  L II & SR 
N G N E E R I S G  .AIDE L IL m 
WG[lrTERC.(G COORD II 

ENvtL-U TECH?JICUV LIL Ill & SR 
W PROJECT SLGR 
E N /  PROTECTION E?c'G&SPECLUIS'TL IL III 9 SR 
ENV WASTE E Y G W S P E C L m  L K lII & SR 

r t v A L m C A L  cHE?*IIsT I, IL LII gt SR 

. EMERGENCY RESPONSE PLLVNER 

PRSCIPLE W,W S C E 3 T S T .  L K IKI gt SR 

NUMBER NUMBERTOBE 
SEPARATEDIN SEPARATEDIN 

RRST NUMBEROF SECOND 
RESTRUCKRING N€WHIRES RESTRUCTURING 

3 

6 

I 

7 
I 

2 

I S  

2 
I 

J 

I 

1 
9 
2 

6 - 
- 
3 

I 3 
2 J 

I 
3 7 
7 
2 2 
2 2 
3 7 

3 
5 

1 
4 

2s 9 
1 I 
6 J 

3 
3 I 

I 
2 

72 
I 
3 I 1  

I 
2 
I 
1 
I 
I 
13 

S 16 
4 4 

2 
6 41 
14 19 
I 
I IO 
J 12 
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S K l L u r n t E  

EXECUTNEVP 
FIRE FIGHlZR/ER SPECIALIST IY PREVENT NSPECT. 
FIRE PROTECTION ENGWSPECLUST I 
GENERALSUPERVISOR 
GRAPHICS ARTISTII & SR 
HAZARWUS WASTE TECH (RAZWAT) 
HEALTH PHYSICISTIL m 
XEALm PHYSICS TECIINICWV III 
HR/IR TECHNICIAN L LI & SR 
HUMAN RESOURCES SPECIALIST L IL III & SR 
MDUSlRlAL. HYGIPCE T E C H N I C M  L U & SR 
MDUSIRMLHYGIENISTILm 
INDUSTRIAL RELATIONS REP III 
INFO MGMT ANALYSTSPEC- L U 1II 8t SR 
INFO MGMTTECHNICIAN I 
INFO/RECORDS CLERIC & SPECIALIST L IL III gt SR 
INsIRuME?rrmcHANIc 
INVENTORY/SUPPLY ANALYST L SPECIALIST 
MMVI1)RY/SUPPLY SUPERVISOR 
W R E R  
ULMDRY WORKER 
LEAD INFO MGMT ANALYSTEPECIALIST 
LEAD MrULROOM SUPPORT SPECIALIST, UI 
LIBRARY SUPERVISOR 
LLUNIFNANCE PLANNER I & SUPERVISOR I 
MATERIAL COST ESTIMKTDR I 
MATERIAL CONTROL SPEC- 1 
MGR U M N K I T U T J E F A C ~  SERVICES. SR MGR 
UGR CONTRACT AD-TION. SR MGR 
StGR ENGINEERING 
MGR HUMAN RESOURCES 
MGR IMO/RECORDS MGMT 
MGR .UTERL-U CgtA SR MGR 
StGR PUBLIC AFFAIRS 
SfGR QUALITY. SR MGR 
MGR RAD ASSESSMENT 
MGR RADIOLOGICAL WShiETR'f 
MGR RSO OPERATIONS 
MGR S A F E N  ENGINIERING 
SfGR SE(,'URZT(/SE- AIXUMSTRATDR 
StGR SUPPORT SERVICES 
SfGR TECH PUBLICATIONS 
SfGR TECHNOLOGY PROGRASS 
MGR UTLrlES SERVICES 
SfGR L 11 ANALYTICAL LAB SERLTCES 
SfGR L IT. 
SLGR I INFO S Y S l l 3 I S  
SLGR L II PROGRAbf StGSff 
SLGR I S-ANCE SERVICES 

ENV WASTE StGhff 

NUMBER 
SEPARATEDN 

RRST 
RESTRUCKJRDJG 

I 
1 

1 
45 

I 
I 

I 
I 
9 
2 
12 

I 

I 
I 

3 
I 

34 
3 
I 
I 
2 
2 
1 

14 

26 
6 
6 
I 

41 
12 
3 
4 

3 

I 
I 
I 
I 

2 
I 
I 

1 

1 

4 

1 
1 

2 

2 
3 
4 

I 

4 

3s 

4 
I 

4 

I 
J 
I 
I 
3 

2 
3 
2 
2 

I 

2 
I 
I 

- 

. . _ .  - _  3 - 7 

. .  * 
3 
I 
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.MGR Il ENV SCIENCE 

.LIEDICiU TEcHNoLoGm 
!dLLWRIGKT 
MOMR VEHICLE OPERAMR 
OPERATIONS AREA SUPERVISOR 
OPERATlONS MGR I. IL III 
OPERATIONS SUPERVISOR 
PHOTOGRAPHIC TECH 
PIPEITITER 
PORT32 
PRESIDENT 
PRINCIPLE INFo/RECORDS SPECIALIST L I1 
PRINCIPLE MA'IZIPROP CNTRL SPECLAUST 
PRINCIPLE PROCESSISPECIALIY ENGR L II & SR 
PRINCIPLE PR- SPECLUST. L II & SR 
PROJECT GIRLS ASSOC L II 
PRINCIPLE PROJECT CIXLS ENGWSPECWLIST. L II & SR 
PROJECT ENGR L II & SR PRINC 
PROJECT MGR IT. III 
PUBLIC #FAIRS SPECIALIST L IL 111 & SR 
QIJALlTY V?3UFIER II & SR 
RAD CONlROL TECX L IL III 8t SR 
RECEPnOMST 
REG COMPLIANCE E N G W S P E C U T ,  L U III 
REPRO EQUTPMENT OPEIMMR & SR 
S r \ f E T y  ENGWSPEC- L I1I & SR 
SECRETARY L U III & SR 
SECURlTY OFFICER 
SlTE SERVICES SUPERVISOR 
S R  C 0 , W U E R  OPERATOR 
SR CONT PER€ IhfP SPECULIST 
SR COUNSEL 
SR LUERGENCY P M R  
SR MGR ACCOUNTING 
SR MGR ENV PROTEmON 
SR MGR ENV SCIENCE 
SR MGR ENV W A S E  MGhff 
SR MGR cJDUS?RwL REUTIONS 
SR MGR PROCUREhlEKT 
SR MGR PROJECT CONIXOU 
SR MGR RAD COHlXOL 
SR MGR SIRATEGIC P R O G h S  NT 
SR NURSE 
SR PHOTOCrWHIC TECH 
SR SUPV .UhUFACIIILY SERklCES 
SR TECHNICAL MGR 
STOREROOM A'I?T?CDrLyT 
SUPPORT SVCS SUPERVISOR L II 
SUPERVISOR ANALYTICAL LiB SVCS 

3 

3 

2 
I 
I 
2 
I 

4 

2 

7 
1 

14 

1 

NUMBERTOBE 
SEPARATEDIN 

NUMBER OF SECOND 
NEWHIRES RESIRL'CIIXING 

8 
1 

3 
3 
1 

15 
29 
I 

1 
3 
13 

IS 
3 
2 
1 
1 

26 

3 
3 
2 

38 
3 

I 
I 
I - 
1 
1 
1 

1 
1 
1 

1 

1 ,  
1 

1 
4 

IO 

3 

1 
8 
8 
11 
16 
1 
6 
3 

1 
2 

1 
47 

1 
1 
1 
1 
1 
1 
1 
1 

3 
1 

3 
- 
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S K W  

SUPERVISORENV SCIENCE 
SUPERVISOR FTRE PROTENGINEERlNG 
SUPERVISOR INFO M G M  
SUPERVISOR INFO/RECORDS MGMT 
SUPERVISOR PROCURE- 
SUPERVISOR Q U W  
SUPERVISOR RAD COKIXOL 
SUPERVISOR lX4INlNG 
PRINCIPLE TECWPROGRAM SPECIALIST, L IL III & SR 
TECH PUBLICATIONS SUPERVISOR 
TECH WIUIFR/EDITOR I. IL LII 
TRAFFIC SUPERVISOR 
TRAINING COORD 
TRA[MNG SPECIALIST I. IL III 8t SR 
UILllES SVCS SUPERVISOR I 
m WORKER 
WAREHOUSE TECH II 
WASTE WATER P W  OPERATOR 
WELDER 
WELVESS COORDINATOR 
WORD PROCESSING TECH IL LII 8t SR 
LONG TERM DISABILITY 

Page 4 of 4 

I 

2 
2 
8 

6 
I 

9 

I 1  

I 
14 

1 
I 
1 
I 

I 
I 

30 
I 
3 
2 
I 
7 
I 

I 

4 

I 

TOTALS 255 616 476 
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CUSTOMER RESPONSE PORX 

The Office of Inspector General 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 consider sharing your thoughts with us. 
On the back of this form, you may suggest improvements to enhance 
the 
the 

1. 

2 .  

3 .  

4 .  

effectiveness of future.reports. Please include answers to 
following questions if they.are applicable to you: 

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

What additional information related to findings and 
recommendations could have been included in this report to 
assist management in implementing corrective actions? 

What format, stylistic, or organizational changes might have 
made this report's overall message more clear to the reader? 

What additional actions could the Office of Inspector General 
have taken on the issues discussed in this report which would 
have been helpful? 

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

Name Date 

Teleohone Organization 

When you have completed this form, you may telefax it to the 
Office of Inspector General at (202) 5 8 6 - 0 9 4 8 ,  or you may mail it 
to : 

Office of Inspector General (IG-1) 
Department of Energy 
Washington, D.C. 20585 
x m :  Customer Relations 

If you wish to discuss this report or your camments with a staff 
member sf the Office of InsDector General, please cantact 
Xiina Slaughter ( 2 0 2 )  5 8 6 - 1 9 2 4 .  




