
AAAAAAAAAAAAAAA 

 
             
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

U.S. Department of Energy 
Office of Inspector General 
Office of Audit Services 

Audit Report 
 
 
 
 

 Contractor Post-Retirement Health 
Benefits at the Oak Ridge Reservation 
 
 
 
 
 
 
 
 
 
 
 
 
DOE/IG-0690 May 2005 





REPORT ON CONTRACTOR POST-RETIREMENT HEALTH BENEFITS 
AT THE OAK RIDGE RESERVATION  
  
 
 
TABLE OF 
CONTENTS 
 
 

Corporate Service Credit 
 
Details of Finding   1 
 
Recommendations and Comments   3 
 
 
Appendices 
 
1. Objective, Scope, and Methodology   5 
 
2. Prior Audit Reports   7 
 
3. Management Comments   8 

 
 
 



Corporate Service Credit 
  
 

  
 
Page 1      Details of Finding 

Eligibility    The Department of Energy (Department), including the National 
Requirements Nuclear Security Administration (NNSA), was inconsistent in its 

reimbursement for contractor post-retirement health benefit costs.   
Further, as a result of these inconsistencies, contractors were 
reimbursed for unreasonable costs.  Specifically, while NNSA 
reimbursed BWXT Y-12, LLC (BWXT Y-12) for the 
post-retirement health benefits of corporate transferees, the Oak 
Ridge Operations Office (Operations Office) disallowed similar 
costs from the Bechtel Jacobs Company, LLC (Bechtel Jacobs) 
contract for the East Tennessee Technology Park and denied a 
request from UT-Battelle, LLC (UT-Battelle), to provide similar 
benefits for the employees of the Oak Ridge National Laboratory.  

 
BWXT Y-12 employees are able to use their corporate years-of-
service credits when eligibility for post-retirement health benefits 
is determined.  According to the BWXT Y-12 contract, 
"…employees transferring directly from a Bechtel or BWXT 
affiliated company will retain the continuous or credited service 
date recognized by the affiliated company from which they transfer 
for the purpose of vacation eligibility, and savings plan, pension 
plan, retiree medical plan vesting, and eligibility for early 
retirement." 
 
With the current service credit clause, a 50-year old 
BWX Technologies, Inc. (BWXT Corporate) transferee with 10 
years of corporate service could transfer to BWXT Y-12 and retire 
the next day with full post-retirement health benefits funded by the 
NNSA.  However, an individual who has spent 9 years exclusively 
at the Y-12 site would not be eligible for post-retirement health 
benefits funded by the NNSA.  Since November 2000, 192 
corporate transfers have been brought onto the Y-12 site.  Bechtel 
National, Inc. (Bechtel National) has transferred 124 employees 
and BWXT Corporate, 68.  We found that nearly 25 percent of 
these employees transferred with more than 10 years of corporate 
service, therefore they were immediately eligible to receive 
post-retirement health benefits regardless of the time worked at 
Y-12.  For example: 

 
• One executive, who assisted in the Y-12 transition from 

Lockheed Martin Energy Systems, Inc. to BWXT Y-12, 
had transferred to Y-12 from BWXT Corporate.  This 
individual was employed at Y-12 for about 3 years.  
However, since he had more than 10 years of corporate 
service, he was eligible for NNSA funded post-retirement 
health benefits the day he transferred to Y-12.  He took 
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an early retirement and the NNSA is now responsible for 
post-retirement health benefits that he would not have 
received had he stayed with the parent company.  

 
• Another senior executive, a BWXT Corporate career 

employee, retired from the Y-12 site in 2003 after 4 years 
of service with BWXT Y-12.  Although less than 10 
percent of his career was spent working at Y-12 the 
service credit clause requires the NNSA to pay 100 
percent of the employer's portion of his post-retirement 
health benefits.   

 
Bechtel Jacobs' employees who transfer from the corporate offices 
to the East Tennessee Technology Park cannot use their corporate 
service credit towards eligibility for Department funded 
post-retirement health benefits.  In December 2002, after 
identifying the inconsistencies in the application of benefits, the 
Operations Office requested an opinion from the Department's 
Contractor Human Resource Management Division (Contractor 
Human Resources) on the reasonableness of allowing transferees 
to include service credits for non-Government work when 
determining eligibility for post-retirement medical benefits.  
Contractor Human Resources determined that the practice of 
transferring service credits and the associated liabilities was not 
reasonable when such liabilities are not directly attributed to 
services performed on Department contracts.  In addition, BWXT 
Corporate does not offer any post-retirement medical benefits to its 
corporate employees and Bechtel National only provides a select 
group of corporate employees a small reimbursement towards the 
premium for post-retirement medical benefits.  Therefore the costs 
incurred by NNSA to provide these benefits are unreasonable.  
 
The Operations Office subsequently declared the costs associated 
with corporate service credits unallowable for Bechtel Jacobs and 
did not allow the service credit clause to be added to the 
UT-Battelle contract for the management of the Oak Ridge 
National Laboratory.  In 2004, the Operations Office reported that 
it had ceased the practice of reimbursing post-retirement medical 
benefits for individuals who retire with less than 10 years of 
Department service.  The Operations Office is now in the process 
of recovering the unallowable costs paid as a result of the previous 
method of determining eligibility for post-retirement health 
benefits. 
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CUSTOMER RESPONSE FORM 
 

 
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 effectiveness of future reports.  Please include 
answers to the following questions if they are applicable to you: 
 
1. What additional background information about the selection, scheduling, scope, or 

procedures of the inspection would have been helpful to the reader in understanding this 
report? 

 
2. What additional information related to findings and recommendations could have been 

included in the report to assist management in implementing corrective actions? 
 
3. What format, stylistic, or organizational changes might have made this report's overall 

message more clear to the reader? 
 
4. What additional actions could the Office of Inspector General have taken on the issues 

discussed in this report which would have been helpful? 
 
5. Please include your name and telephone number so that we may contact you should we have 

any questions about your comments. 
 
 
Name     Date    
 
Telephone     Organization    
 
 
When you have completed this form, you may telefax it to the Office of Inspector General at 
(202) 586-0948, or you may mail it to: 
 

Office of Inspector General (IG-1) 
Department of Energy 

Washington, DC 20585 
 

ATTN:  Customer Relations 
 

If you wish to discuss this report or your comments with a staff member of the Office of 
Inspector General, please contact Wilma Slaughter at (202) 586-1924. 



 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Office of Inspector General wants to make the distribution of its reports as customer friendly and cost 
effective as possible.  Therefore, this report will be available electronically through the Internet at the 

following address: 
 

U.S. Department of Energy Office of Inspector General Home Page 
http://www.ig.doe.gov 

 
Your comments would be appreciated and can be provided on the Customer Response Form 

attached to the report. 


