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House of Representatives 

Over the last several years, the Congress has reduced the Department of 
Energy’s (DOE) budget request for new obligational authority and 
recommended that the Department use a portion of the balances remaining 
from prior years’ obligational authority that is carried over into the new fiscal 
year to support its program activities.’ For example, at the beginning of fiscal 
year 1996, DOE’s “carryover balances” totaled $9.6 billion. The Congress 
recommended that $1 billion of these balances be used to reduce DOE’s fiscal 
year 1996 budget request. 

Carryover balances represent funding from prior years’ budgets and consist of 
both unobligated balances and uncosted obligations. Each fiscal year, DOE 
requests obligational authority from the Congress to meet the costs of running 
its programs. Once DOE receives this authority, it obligates funds by placing 
orders or awarding contracts for goods and services that will require payment 
during the same fiscal year or in the future. Unobligated balances represent 
the portion of its authority that the Department has not obligated. Uncosted 

‘Obligational authority, provided by law, is the authority to enter into 
obligations that normally result in the payment of the federal government’s 
funds. 
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obligations represent the portion of the Department’s authority that it has 
obligated for goods and services but for which it has not yet incurred costs. 
The carryover balances are distributed among operating activities, capital 
equipment procurement, and construction projects. 

In order to assist you in overseeing DOE’s budget request, you asked that we 
provide information on the carryover balances held by DOE and the potential 
availability of these balances for use in offsetting the Department’s fiscal year 
1997 budget request. Specifically, this report (1) projects DOE’s carryover 
balances for operating activities and capital equipment procurement at the 
beginning of fiscal year 1997 and estimates the portion that might be available 
to offset the Department’s fiscal year 1997 budget request and (2) identifies 
carryover balances in construction projects that might be available to offset the 
fiscal year 1997 budget request. The information contained in this report was 
provided to you in earlier briefings. We focused our review on the funding for 
six major DOE program areas-Environmental Management, Defense Programs, 
Energy Efficiency and Renewable Energy, Energy Research, Fossil Energy, and 
Nuclear Energy. These programs account for about 85 percent of the 
Department’s annual budget. Within these programs, our review of DOE’s 
carryover balances for operating activities and capital equipment procurement 
focused on activities that accounted for $4.5 billion in carryover balances at the 
beginning of fiscal year 1996. 

ln summary, on the basis of DOE’s program cost estimates for fiscal year 1996, 
we project that DOE’s six major programs will have $3.6 billion in carryover 
balances for operating activities and capital equipment procurement at the 
beginning of fiscal year 1997. While DOE’s programs need some carryover 
balances to pay for commitments made in prior years that have not been 
completed, we estimate that the Department may have as much as $2.1 billion 
in operating activity and capital equipment procurement carryover balances 
that could potentially be made available to offset the fiscal year 1997 budget 
request. For construction projects, we identified $73.5 million in funding that is 
available to offset the fiscal year 1997 budget request. In addition, we 
questioned another $106 million in potentially available funding associated with 
construction projects; however, we were not able to quantify the exact amount 
that may be available to offset the budget request. 

OPERATING AND CAPITAL EQUIPMENT 
PROCUREMENT FUNDING 

In April 1996, we reported that DOE did not have an effective standard 
approach for identifying excess carryover balances that may be available to 
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reduce future budget requests.’ Instead, we found that DOE relied on broad 
estimates of potentially excess balances in its individual programs. As a result, 
the Department could not be sure whether the amount of carryover balances 
that it proposes for use by its programs was adequate, too small, or too large. 
We also identified several methods for developing a more effective approach 
for projecting and analyzing carryover balances that were being considered 
within the Department. We recommended that DOE use these methods to 
develop an approach that (1) set carryover balance goals for each program, (2) 
projected the program’s carryover balances at the beginning of the fiscal year 
under consideration, and (3) analyzed the difference between the goals and the 
projections to identify excess balances. DOE agrees that a more effective 
approach for projecting and analyzing carryover balances is needed and is 
currently exploring options for improving its approach. 

On the basis of DOE’s program cost estimates for fiscal year 1996, we project 
that the Department will have about $3.6 billion in carryover balances at the 
beginning of fiscal year 1997 for operating activities and capital equipment 
procurement in its six major programs3 Using the minimum goals for 
carryover balances discussed in our prior report: we estimate that DOE will 
need a minimum of $1.5 billion to pay for commitments made in prior years 
that have not yet been completed-leaving a total of $2.1 billion in potentially 

2DOE Management: DOE Needs to Imnrove Its Analvsis of Carrvover Balances 
(GAO/RCED-96-57, Apr. 12, 1996). 

3Four of DOE’s six major programs-Defense Programs, Environmental 
Management, Energy Research, and Nuclear Energy-were able to provide fiscal 
year 1996 cost estimates except for selected activities within Energy Research 
and Nuclear Energy. For these activities and for DOE’s other two major 
programs-Energy Efficiency and Renewable Energy and Fossil Energy-f=cal 
year 1996 cost estimates were based on the historic spending rates provided by 
DOE’s Office of the Chief Financial Officer. 

4As discussed in enc. IV, to develop goals for the minimum level of carryover 
balances needed to meet program requirements, we adopted the goals 
developed by DOE’s Environmental Management program. For example, for 
operating funding, these goals assume a minimum of a l-month lag between a 
commitment of funding and the actual expenditure of funding for that 
commitment. Thus, for a year’s operating funding, a carryover balance goal of 
1 month’s funding (or 8 percent of the total obligational authority) would 
represent the minimum carryover balance needed to meet program 
requirements. 
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available carryover balances at the beginning of fiscal year 1997. DOE has 
proposed using $182 million in carryover balances to offset its fiscal year 1997 
budget request for its six major programs. 

It is important to stress that the $2.1 billion only represents potentially 
available balances-the amount of projected carryover balances that exceed the 
minimum goal for balances needed to meet program commitments. As we 
noted in our prior report, this balance represents a starting point from which to 
identify the amount of balances that could actually be used to offset DOE’s 
budget. DOE should be able to quantify the unique program characteristics 
that determine the need for balances over the goal in order to determine the 
amount of available balances. However, DOE’s proposed use of $182 million in 
carryover balances continues to be based on broad estimates without any 
detailed analysis of program requirements for carryover balances. 
Furthermore, DOE has not indicated the amount of balances from operating 
activities, capital equipment procurement, or construction projects that will 
make up the proposed use of $182 million in carryover balances. As a result, 
DOE cannot ensure that it is proposing the use of the appropriate amount of 
available carryover balances or that the balances are from the correct 
accounts. 

While DOE’s overall carryover balances have declined, the use of carryover 
balances in its programs varies. Some programs such as Environmental 
Management have used large portions of their potentially available carryover 
balances, while other programs such as the Energy Efficiency and Renewable 
Energy program have not used significant amounts of their balances. 
Specifically, we project that the Environmental Management program will have 
$833 million in carryover balances for operating activities and capital 
equipment procurement and estimate that the program will need a minimum of 
$604 million to pay for commitments made in prior years--leaving $228 million 
in potentially available carryover balances at the beginning of fiscal year 1997. 
DOE has proposed using $150 million of its carryover balance to offset a 
portion of its fiscal year 1997 budget request for the Environmental 
Management program.5 

5Although the Environmental Management program has proposed the use of 
$150 million, some of these balances may come from construction projects that 
are not included in the analysis of carryover balances for operating activities 
and capital equipment procurement. 
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In contrast, we estimate that the Energy Efficiency and Renewable Energy 
program will have $659 million in potentially available carryover balances for 
operating activities and capital equipment procurement. However, DOE has 
proposed to use only $15 million to offset its fiscal year 1997 budget request 
for the Energy Efficiency and Renewable Energy program. Enclosure I 
provides details on the status of DOE’s carryover balances at the beginning of 
fiscal year 1996, projected fiscal year 1997 beginning balances, and the 
potentially available carryover balances for its six major programs. 

CONSTRUCTION FUNDING 

In a review of DOE’s major construction projects, we identified $73.5 million in 
available funding. For example, we identified $9.3 million in excess carryover 
balances for the Waste Characterization and Storage Facility at Idaho National 
Engineering Laboratory. This facility experienced a cost underrun due to a 
downsizing of the original work scope. Also, we identified a request for $5 
million in new funding for a chemistry and metalhrrgy research building 
upgrade at Los Alamos National Laboratory that will not be needed in fiscal 
year 1997. This project was undergoing plan changes, and a comparison of the 
amount of funding available and the amount of funding needed through the end 
of fiscal year 1997 revealed that $5 million of requested new funding was not 
needed until after fiscal year 1997. Enclosure II contains tables that detail the 
available funding we identified in DOE’s construction projects by program. 
Table II.1 provides a summary of our findings by program, and tables II.2 
through II.6 provide details on the projects by program. 

We also questioned another $106 million in potentially available funding 
associated with construction projects; however, we were unable to quantify the 
exact amount of these funds that may be available to offset DOE’s fiscal year 
1997 budget request For example, we identified $51.1 million tied to 
completed subcontracts that are awaiting closeout at DOE’s Oak Ridge facility. 
Some portion of these funds may be needed to pay final claims related to these 
subcontracts, but the portion of the funds that will not be needed will not be 
determined until final audits are completed. We also identified $9 million in 
funding being held to settle a legal claim at DOE’s Hanford facility, but the 
amount needed is uncertain until that claim is settled at a later time. 
Enclosure III contains tables that show other potentially available funding we 
identified in DOE’s construction projects by program. Table III.1 provides a 
sununary of our findings by program and tables III.2 through III.4 provide 
details on the projects by program. 
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We conducted our work from February through August 1996 in accordance 
with generally accepted government auditing standards. Enclosure IV describes 
our objectives, scope, and methodology. 

We provided DOE with a draft of this report for its review and comment. We 
discussed the report with officials from DOE’s Office of the Chief Financial 
Officer, including the Deputy Director of the Office of Budget. In general, DOE 
agreed that the report was accurate and factual. Where appropriate, we made 
several changes to the report in response to specific comments on the facts 
presented. 

While DOE agreed that the basis for projecting carryover balances (i.e., fscal 
year 1996 beginning balances and fiscal year 1997 funding) is accurate, it 
cannot verify the accuracy of program cost estimates for fiscal year 1996. 
Therefore, DOE cannot verify whether the projected carryover balances and 
the amount of potentially available balances are accurate. However, DOE 
noted that it is working on a policy to define procedures, timing, formats, and 
analytical criteria by which to improve the evaluation of carryover balances as 
we recommended in our April 1996 report. DOE said that the analysis in the 
present report is based on simple assumptions of program needs and that the 
Department is in the process of establishing a more sophisticated approach 
that considers unique program characteristics to better determine the amount 
of available balances. Furthermore, according to the officials, it is important to 
emphasize that our projection of potentially available carryover balances in the 
report is not equivalent to the amount of balances that may actually be used to 
offset DOE’s budget. Rather, it is a starting point from which to begin 
analyzing the amount of balances that could actually be used to offset DOE’s 
budget. We agree that the carryover balance analysis in this report is based on 
simple assumptions of program needs for carryover balances and that it should 
only be a starting point from which to determine the amount of available 
carryover balances. We believe that DOE’s efforts to develop a more 
sophisticated approach is a positive development and in line with the 
recommendation in our April report, which states that DOE develop a more 
effective approach for analyzing carryover balances. 

As agreed with your office, unless you publicly announce its contents earlier, 
we plan no further distribution of this report until 10 days after the date of this 
letter. At that time, we will send copies of the report to the appropriate 
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congressional committees and the Secretary of Energy. We will also make 
copies available to others upon request. 

Please call me at (202) 512-3841 if you or your staff have any questions. Major 
contributors to this report included Chris Abraham, Gene Barnes, Mark 
Gaffigan, William Garber, Lisa Gardner, Ron Guthrie, John Hunt, Gary 
Malavenda, Anne McCaffrey, James No61, Chris Pacheco, Tom Perry, Paul 
Rhodes, Bill Swick, Charles Sylvis, and Pamela Timmerman. 

Enclosures - 4 
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ENCLOSURE II ENCLOSURE II 

AVAILABLE FUNDING IDENTIFIED IN 
DOE’S CONSTRUCTION PROJECTS 

Table 11.1: Summary of DOE Programs’ Available Construction Funding 

I Program 

Defense Programs (DP) 

Weapons activities 

General plant projects (GPP) 

Total, DP 

Environmental Management (EM) 

Defense 

Nondefense 

General plant projects 

Total, EM 

Total, Energy Research (ER) 

Total, Energy Efficiency and Renewable Energy (EE)-- 
Modifications for energy management 

Total, Nuclear Energy (NE)--Naval reactors 

Total funding available 

Available funding 

$20,506,987 

1,309 

$20,508,298 

40,297,1x 

2,871 ,OlE 

7,339,327 

$50,507,493 

$1,700,00c 

$754,01 c 

$46,OOC 

$73,515,79I 
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ENCLOSURE IV 

OBJECTIVES. SCOPE, AND METHODOLOGY 

ENCLOSURE IV 

Our objectives in this review were to (1) estimate potential carryover balances 
for operating activities and capital equipment procurements at the beginning of fiscal 
year 1997 that may be available to offset DOE’s fiscal year 1997 budget request curd (2) 
provide information on carryover balances and requests for new funding in fiscal year 
1997 for construction projects that may be in excess of project needs. 

To estimate potentially available balances for operating and capital equipment 
procurement activities, we (1) projected total carryover balances and (2) developed 
goals for the minimum level of carryover balances needed to meet program 
requirements for the beginning of fiscal year 1997. 

We developed our projection of total carryover balances by adding carryover 
balances at the beginning of fiscal year 1996 and new funding in fiscal year 1996 to 
calculate the total resources available. We then obtained fiscal year 1996 cost 
estimates Tom DOE program officials. For those DOE programs where cost estimates 
were not available-the Energy Efficiency and Renewable Energy and Fossil Energy 
programs and selected activities within Energy Research and Nuclear Energy 
programs-we developed fiscal year 1996 cost estimates based on data on the 
programs’ historic spending rates provided by DOE’s Office of the Chief Financial 
Officer. We then subtracted fiscal year 1996 cost estimates from the total resources 
available to arrive at projected carryover balances for the beginning of fiscal year 
1997. 

To develop goals for the minimum level of carryover balances needed to meet 
program requirements, we adopted the goals developed by DOE’s Environmental 
Management program Specifically, for operating funding, these goals assumed a 
minimum of a l-month lag between a commitment of funding and the actual 
expenditure of funding for that commitment. Thus, for a year’s operating funding, a 
carryover balance goal of 1 month’s funding (or 8 percent of the total obligational 
authority) would represent the minimum carryover balance needed to meet program 
requirements. For capital equipment, these goals assumed a minimum of a 6-month 
lag between a commitment of capital equipment funding and the actual expenditure of 
funding for that commitment. Thus, for a year’s capital equipment funding, a 
carryover balance goal of 6 month’s funding (or 50 percent of the total obligational 
authority) would represent the minimum carryover balance needed to meet program 
requirements. Where possible, we adjusted the goals to account for individual 
programs’ characteristics that would impact the amount of carryover balances needed 
to meet unique program requirements. Table IV.1 summarizes the areas where we 
made adjustments to DOE programs. 
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Table IV.l: Adiustments to Carryover Balance Goals for DOE Proarams 

ENCLOSURE JIV 

DOE program 

Energy Efficiency 
and Renewable 
Energy 

Environmental 
Management 

Energy Research 

Energy Research 

Energy Research 

Energy Research 

Nuclear Energy 

Nuclear Energy 

Fossil Energy 

Fossil Energy 

Specific program adjustment 

Weatherization Assistance, State Energy Conservation, and Institutional 
Conservation programs: Carryover balance goal for these formula grant 
programs was adjusted to reflect the fact that funding for these grants is 
not distributed until 6 months into the fiscal year. 

Environmental Restoration program: Carryover balance goal was 
adjusted to account for operating funding that actually includes funding 
for capital equipment procurement. 

Biological and Environmental Research and Basic Energy Sciences 
programs: Carryover balance goal was adjusted to remove construction 
projects contained within operating funding. 

All programs: Capital equipment procurement carryover balance goal 
was adjusted to remove funding for major items of equipment that have 
the characteristics of construction projects. 

Small Business innovative Research program: Not included in 
carryover balance analysis because it is not funded by a specific 
appropriation but rather is funded by an assessment on all government 
research and development funding. 

Super Conducting Super Collider program: Not included in the analysis 
of carryover balances because the program has been canceled, and 
remaining funding is committed to closing out the program. 

University Reactor Fuel Assistance program: Carryover balance goal 
adjusted to account for grants, which are 37 percent of new obligational 
authority, that are not obligated until the last 2 months of the fiscal year. 

Soviet Design Reactor Safety program: Not included in the analysis 
because funding is for construction-related projects in the former Soviet 
Union. 

Strategic Petroleum Account appropriation: Not included in the analysis 
because it is a reserve account. 

Clean Coal Technology program: Not included in the analysis because 
funding is primarily for long-term construction-related projects. 

We did not de irelop carryover balance projections and goals to identify potential 
excess funding for DOE’s construction projects. As we noted in our April 1996 report, 
there is no need to establish a goal for carryover balances for construction projects 
because each one is unique, and its level of carryover balances can be easily measured 
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against the remaining scope of work, milestones, and specific budget request. 
Therefore, we obtained standard financial status reports on all of DOE’s construction 
projects. We focused our review on those projects with significant carryover balances, 
increasing carryover balances, little or no cost activity, or projects that were aging, 
delayed, or canceled. We identified excess carryover balances and/or excess funding 
requested in FLscal year 1997 that appeared to be beyond program needs and met with 
DOE and contractor officials to verify that the funds were not needed. 

We reviewed projects at 13 different DOE sites, including the following 

Argonne National Laboratory, Argonne, Illinois 
Brookhaven National Laboratory, Upton, New York 
Hanford Facility, Richland, Washington 
Idaho Facilities, Idaho Falls, Idaho 
Kansas City Plant, Kansas City, Missouri 
Lawrence Berkeley Laboratory, Berkeley, California 
Lawrence Livermore National Laboratory, Livermore, California 
Los Alamos National Laboratory, Los Alamos, New Mexico 
Oak Ridge National Laboratory and Y-12 Plant, Oak Ridge, Tennessee 
Pantex Plant, Amarillo, Texas 
Rocky Flats Site, Golden, Colorado 
Samba National Laboratories, Albuquerque, New Mexico 
Savannah River Site, Aiken, South Carolina 

(302133) 
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