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IMPORTANT NOTICE 

This report is intended solely for the official use of the Department of State or the 
Broadcasting Board of Governors, or any agency or organization receiving a copy 
directly from the Office of Inspector General. No secondary distribution may be made, 
in whole or in part, outside the Department of State or the Broadcasting Board of 
Governors, by them or by other agencies or organizations, without prior authorization 
by the Inspector General. Public availability of the document will be determined by 
the Inspector General under the U.S. Code, 5 U.S.C. 552. Improper disclosure of 
this report may result in criminal, civil, or administrative penalties. 
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PURPOSE, SCOPE AND METHODOLOGY
 
OF THE INSPECTION
 

This inspection was conducted in accordance with the Quality Standards for 
Inspections, as issued by the President’s Council on Integrity and Effi ciency, and 
the Inspector’s Handbook, as issued by the Office of Inspector General for the 
U.S. Department of State (Department) and the Broadcasting Board of Governors 
(BBG). 

PURPOSE 

This limited-scope inspection was requested by the Broadcasting Board of 
Governors (BBG) to review the security and management aspects of the 
planning for and implementation of the project for the relocation of the RFE/RL 
headquarters and the construction of a new headquarters building in a more secure 
area away from the center of Prague. 

The Office of Inspections provides the Secretary of State, the Chairman of 
the BBG, and Congress with systematic and independent evaluations of the 
operations of the Department and the BBG. Inspections cover three broad areas, 
consistent with Section 209 of the Foreign Service Act of 1980: 

   	  Policy Implementation: whether policy goals and objectives are being 
effectively achieved; whether U.S. interests are being accurately and  
effectively represented; and whether all elements of an office or mission 
are being adequately coordinated. 

   	  Resource Management: whether resources are being used and managed 
  with maximum efficiency, effectiveness, and economy and whether  

financial transactions and accounts are properly conducted, maintained, 
  and reported. 

   	  Management Controls: whether the administration of activities and 
operations meets the requirements of applicable laws and regulations; 
whether internal management controls have been instituted to ensure 
quality of performance and reduce the likelihood of mismanagement; 
whether instances of fraud, waste, or abuse exist; and whether adequate 
steps for detection, correction, and prevention have been taken. 

METHODOLOGY 

In conducting this inspection, the inspectors: reviewed pertinent records; as 
appropriate, circulated, reviewed, and compiled the results of survey instruments; 
conducted on-site interviews; and reviewed the substance of the report and its 
findings and recommendations with offices, individuals, organizations, and 
activities affected by this review. 



   

  

United States Department of State 
and the Broadcasting Board of Governors 

Office of Inspector General 

PREFACE 

        This report was prepared by the Office of Inspector General (OIG) pursuant to the Inspector 
General Act of 1978, as amended, and Section 209 of the Foreign Service Act of 1980, as 
amended.  It is one of a series of audit, inspection, investigative, and special reports prepared by 
OIG periodically as part of its responsibility to promote effective management, accountability 
and positive change in the Department of State and the Broadcasting Board of Governors. 

        This report is the result of an assessment of the strengths and weaknesses of the office, post, 
or function under review. It is based on interviews with employees and officials of relevant 
agencies and institutions, direct observation, and a review of applicable documents. 

        The recommendations therein have been developed on the basis of the best knowledge 
available to the OIG and, as appropriate, have been discussed in draft with those responsible for 
implementation. It is my hope that these recommendations will result in more effective, 
efficient, and/or economical operations. 

        I express my appreciation to all of those who contributed to the preparation of this report. 

Harold W. Geisel 
Deputy Inspector General 
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KEY JUDGMENTS 

• 	 Close coordination and communication between the Department of  State’s 
Bureau of  Overseas Buildings Operations (OBO), RFE/RL, and the con
tractor enabled exceptionally smooth, efficient, and cost effective construc
tion of, and move to, RFE/RL’s new headquarters building in Prague.  The 
process, which resulted in a striking building that is very effi ciently config
ured, was aided by a strong and comprehensive framework for the project 
provided in studies conducted by OBO.   

• 	 RFE/RL’s director of  corporate security has a strong security program, 
which is due primarily to his diligence and support of  RFE/RL’s president. 

The inspection took place in Washington, DC, between July 20-31, 2009; and in 
Prague, Czech Republic, between August 3 and 13, 2009. 
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MANAGEMENT 

BACKGROUND 

RFE/RL is a grantee of  the U.S. Government, funded through the Broadcasting 
Board of  Governors (BBG). It is an independent entity providing international news 
and broadcasting services. RFE/RL programming, consisting of  television, radio, 
and Internet, and using 28 languages, is aimed at audiences in 20 countries, such as 
Iran, Iraq, Russia, Afghanistan, and the republics of  Central Asia.  RFE/RL tries to 
provide its audiences with discussion and open debate of  local, regional, and interna
tional news, history, politics, culture, and the arts, which may not be freely available in 
country. 

From 1994 to 1995, RFE/RL moved its operations from Munich, Germany, to 
Prague, Czech Republic, a decision based primarily on cost considerations, declin
ing budgets, and strong support from the Prague Government, especially President 
Vaclav Havel, who offered the unoccupied former Parliament building on Wenceslas 
Square to RFE/RL, virtually rent-free.  

Concerns over security and the downtown location of  the building accelerated 
greatly after the September 11, 2001 terrorist attacks in New York and Washington. 
According to RFE/RL officials, the Czech Government made clear that it thought 
RFE/RL should move to a different, more secure location. 

RELOCATION PLANNING 

In 2003, RFE/RL initiated space-planning and staffing studies (based on earlier 
studies) to facilitate decisions regarding a move and established several task forces 
to analyze needs and consider configurations.  In December 2003, RFE/RL identi
fied net space requirements of  12,689 square meters (14,593 gross square meters) to 
support 23 broadcast services and technical support, requiring staffing of  622 people 
and preparation of  53 studios. 

In 2003, the Senate Appropriations Committee’s Subcommittee on Commerce, 
Justice, State and the Judiciary mandated that OBO assist RFE/RL and BBG to 
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deliver a report by April 2004, providing at least four options for the relocation of 
RFE/RL headquarters, considering alternate sites in different countries. 1The OBO 
study, dated March 24, 2004, evaluated 20 relocation options in Budapest, Riga, and 
Prague.  Other cities were eliminated, because they did not meet criteria for security 
and political stability. 

The study used ten criteria to evaluate the optional sites: 

1. security; 

2. access to public transportation; 

3. large enough site for operational purposes; 

4. sufficient and continuous power; 

5. clean, pollution free site; 

6. cost to acquire; 

7. relocation costs; 

8. availability and cost of  proper housing; 

9. availability and cost of  English-speaking schools; and 

10. availability of  English-speaking staff.  

Two additional factors important to RFE/RL were finding competent technical 
support staff  and accessibility to RFE/RL broadcast regions. 

After reviewing all of  the options, OBO determined, with Bureau of  Diplomatic 
Security concurrence, that Prague was the best location for the RFE/RL facility, 
and that a new, purpose-built, secure facility should be constructed.  OBO favored a 
build-to-lease (BTL) office facility, wherein a developer would acquire land, designs, 
and finances; construct a facility to RFE/RL’s specifications; and lease the facility to 
RFE/RL. The BTL option is particularly appropriate for RFE/RL’s needs during 
these times of  increasingly tight budgets, since it precludes the need for total, up-
front funding for the construction or purchase of  a new facility. 

The well-presented and thorough OBO study evaluated six Prague BTL options, 
found four acceptable, and recommended the ORCO site.  The estimated average re
location cost for each of  the four acceptable options was approximately $19 million 
over the four year (FY 2004-07) period, with ongoing annual funding of  $5 million 
to $6 million required for building lease and support costs.  
1 See pages 164 and 165 of Senate Report 108-144 for Departments of Commerce, Justice, 
and State, the Judiciary, and Related Agencies Appropriation Bill, 2004, published September 
5, 2003, at http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=108_cong_ 
reports&docid=f:sr144.108.pdf 
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The second study prepared by OBO was the June 2005 report recommend
ing acceptance of ORCO’s BTL agreement for the construction of the new                
RFE/RL headquarters.  Prior to making that recommendation, OBO had worked 
with RFE/RL to prepare a detailed Invitation for Proposal, which was delivered 
to four qualified developers.  It then organized a multidisciplinary team within the 
Department to evaluate and score the resultant proposals from the developers.  The 
team scored each of  the four developers on seven criteria: 

1. security acceptability (pass/fail); 

2. developer qualifications; 

3. site location; 

4. site characteristics; 

5. project concept; 

6. financial terms; and 

7. project risk/obstacles to success.  

According to OBO’s well-documented study, the ORCO proposal was the best 
overall, offering a superior site, an excellent design concept, and the most aggressive 
financial terms. Working closely with the RFE/RL relocation coordinators in Wash
ington and Prague, OBO negotiated aggressively with ORCO to come up with a 
well-structured and comprehensive BTL agreement.  RFE/RL and OBO revised and 
reworked the boiler plate requirements, and added and deleted provisions as needed 
to get the best product.  The BTL agreement between RFE/RL and ORCO was 
signed on July 27, 2005.  The Office of  Inspector General (OIG) team found the 
BTL to be extremely well structured for RFE/RL.  It put most of  the fi nancial risks 
and currency risks on ORCO; encompassed the construction budget (which ORCO 
had to control); required ORCO to fund the majority of  the furnishings for the 
building; and provided an excellent structure to move from planning to construction. 

After reviewing documentation for the project, and based upon interviews with 
many of  the RFE/RL participants, the OIG inspectors concluded that a key to the 
project’s success was the comprehensive nature of  the signed BTL, and the prepon
derance of  obligations it defined (and placed upon ORCO), making the tasks of  the 
RFE/RL relocation coordinators and the project managers much easier and more 
clearly defined. 
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PROJECT MANAGEMENT 

After the BTL was signed, the RFE/RL relocation coordinators took the lead 
in actively managing the project. The chief fi nancial officer (CFO) and the general 
counsel of  RFE/RL were the prime contracting authorities for the project.  They 
worked closely with a succession of  RFE/RL presidents located in Prague.  

RFE/RL had three project managers over the course of  the project.  All three 
were affiliated with EC Harris Built Asset Consultancy, the company RFE/RL hired 
to provide project management and cost management support. RFE/RL also en
gaged other consultants to ensure the best quality results, including: Arup (mechani
cal and engineering), Saunders (noise control), and Einhorn, Yaffe and Prescott 
(security). Also, a special consultant assisted in the design and implementation of 
the central news room. 

During the design and planning phases, and leading into construction, the three 
project managers worked closely with the CFO and general counsel at RFE/RL 
Washington, and with the RFE/RL relocation coordinator in Prague. As the enter
prise developed, the project managers met once or twice per week with the reloca
tion coordinators, and they met as necessary with RFE/RL experts from technology, 
security, broadcasting, information technology, procurement, finance, etc.  The third 
project manager enforced a working policy wherein he was the single point of  con
tact with his counterpart, the ORCO development manager. This helped to reduce 
duplication of  effort and minimize miscommunications. 

Just as RFE/RL contracted for expertise, so did ORCO.  Near the beginning of 
the project, ORCO established Hagibor Office, A.S., a Czech corporation, to be their 
operational entity for the project. The new building became known as the Hagibor 
building.  

COORDINATION 

From all reports, the shift from planning to construction went smoothly, as did 
the implementation of  construction.  This was due largely to the excellent frame
work of  the BTL and its provisions, matched with the well-thought out and detailed 
relocation planning by the RFE/RL Washington and Prague teams and strong proj
ect managers.  The groundbreaking for the Hagibor building was held in October 
2006 and was attended by officials from both RFE/RL and ORCO. 
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RFE/RL maximized coordination throughout the process.  They held weekly 
relocation team meetings, technical team meetings, and site meetings. The security 
and mechanical/electrical consultants had periodic site visits at appropriate mile
stones. The Prague chief  of  staff  coordinated closely with the Washington CFO and 
general counsel, presented monthly briefings to BBG, and usually set up monthly 
videoconference calls as required. RFE/RL staff  members received periodic project 
briefings via intranet communication and town hall meetings.  RFE/RL also hosted 
periodic visits by at least two of  the BBG governors who were personally interested 
in the project. In addition, RFE/RL held monthly meetings with the Czech National 
Museum, which would take over the old RFE/RL building in Wenceslas Square; 
these meetings became increasingly important as the schedule for the completion of 
the move was adjusted. 

In addition, the BBG designated a staff  coordinator who was deeply involved in 
the relocation project from its inception, coordinated closely with RFE/RL manag
ers in Washington and in Prague, and made quarterly trips to Prague to follow up. 

Best Practice
ing via special communication efforts. 

Issue: A move to a new offi ce building is a radical disruption.  In facili
tating the transition, the issue is how best to inform the staff  about the 
progress of  the project and the working conditions that they will fi nd in 
the new offi ce; keep them apprised of  changes in schedule; and secure 
staff  buy-in regarding the move. 

Response: The RFE/RL relocation team started early with efforts to 
communicate with staff  regarding what would be happening in the move,
and how it would affect them.  Throughout the project, RFE/RL employ
ees received briefi ngs via intranet communication and town hall meetings
The team also surveyed employees for input on selecting computers and 
offi ce chairs, making parking arrangements, and determining storage op
tions to increase employee involvement and foster buy-in. It also gave ris
to some helpful suggestions.  As construction approached completion, th
RFE/RL organized tours of  the new building for each of  the 28 languag
services to acquaint employees with the building confi guration and how 
it would be utilized.  RFE/RL increased communications as move-in day 
approached, especially since the move required leapfrogging RFE/RL’s  
radio services to the new location, while still maintaining broadcasting.    
RFE/RL explained delays and discussed their consequences with employ
ees. 

Result: Many employees felt an initial hesitancy towards the move and 
the new building, but as they moved in and got settled, it gave way to 
mostly enthusiastic acceptance due primarily to the consistent fl ow  of  
communication throughout the project. 

: Securing staff  buy-in for the move to a new offi ce build

 

.  

e 
e 
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FINANCIAL CONSIDERATIONS 

Based on figures from the CFO and the Prague RFE/RL finance director, the 
relocation fit-out budget totaled approximately $15.7 million. It was comprised of 
$13.7 million, which was directly funded for the relocation; $1.2 million from funds 
donated by the Czech Government; and $800,000 from earlier year budget provi
sions. The latest estimate available indicated that actual spending could end up 
yielding $600,000 in savings, due principally to lower technology costs than planned, 
reduced consultation fees, and reduced administrative expenses.  Expenditures for 
the relocation were tracked by requisition, project code and department for control 
purposes. 

The project manager and the RFE/RL relocation teams had to make only a 
few minor changes to the BTL plan and schedule. The turnover/completion date 
slipped from the original deadline of  August 2008 to late October 2008 and finally 
to December 22 and 23, 2008, which were the dates of  the actual turnover. This was 
due primarily to delays in preparing the technical rooms, readying the air condition
ing, and obtaining an uninterrupted power supply – all of  which were necessary for 
broadcast services to go operational. Because RFE/RL is an all-digital operation, 
using Internet Protocol packets of  information, it was critical to resolve the technical 
and power issues before transfer of  broadcast operations. 

The recession and economic/construction downturn in Europe from 2007 to 
2009 put severe pressures on ORCO, particularly as the dollar exchange rate fell 
from the 22 Czech crowns to the dollar, which was built into the BTL, to 17 crowns 
to the dollar. In response, ORCO and RFE/RL negotiated an adjustment in rental 
payments, which did not actually start until October 29, 2008, but were to be paid 
annually in advance and had been scaled from $5.4 million per year initially, with later 
payments increasing on a set schedule.  In light of  the deteriorating economy, ORCO 
chose to forgive potential penalty payments.  ORCO made these decisions because 
the structured BTL contract and the high quality of  the building to be delivered 
argued for ensuring a good relationship with RFE/RL’s landlord for at least the next 
15 (and possibly up to 45) years.  Of  course, to protect ORCO, the revised arrange
ments included a clause requiring RFE/RL to pay a penalty if  it terminated the 
project. 

MOVE-IN 

A major complication of  the relocation was the necessity to “leapfrog” opera
tions.  This meant that to keep RFE/RL programming on the air without interrup
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tion, when one of  the 23 broadcast services was being relocated to the new building 
it had to shift programming over to one of  the other, fully operational broadcast 
services.  Thus, the various office moves were conducted by temporarily alternating, 
or leapfrogging, RFE/RL operations from one broadcast service to another.  This 
necessitated sequencing the move over a period of  four to five months, in order to 
eliminate any downtime for the services. This prolonged process was planned for 
by both sides and built into the BTL.  The leapfrog phase extended from January to 
May 2009. 

The scope of  the new RFE/RL headquarters building, as noted in the June 2009 
progress report, is: a five-story building (including basement) that measures 20,942 
gross square meters and 13,236 net square meters.  It accommodates 636 staff  mem
bers and has a total site area of  26,199 square meters, or approximately 6.5 acres.  
One of  the most impressive features of  the building’s interior is its newsroom, 
located on the ground floor of  an open, central atrium.  The room’s ceiling stretches 
to the very top of  the structure, culminating in a glass roof, which can be shielded 
from the sun by automatic sliding screens. The building includes 47 studios of  vary
ing sizes (located in the corner areas of  the building), as well as a cafeteria, snack bar, 
and an open-air, elevated terrace. 

From its new location, RFE/RL currently is broadcasting in 28 languages to 20 
countries, including Iran, Iraq, Russia, and the Central Asian republics.  The technol
ogy staff  told the OIG inspectors that during the relocation the technological infra
structure of  RFE/RL was revamped, receiving a state-of-the-art makeover, including 
improved network security and increased bandwidth for internet, radio, and televi
sion operations.  The development of  integrated systems, in an intelligent business 
design, has ramped up the efficiency of  technology operations and support services. 

SUPPORT FROM EMBASSY PRAGUE 

The OIG inspectors also met with officials from the U.S. Embassy Prague, to 
learn whether and how the embassy had directly supported the RFE/RL relocation 
project. After speaking with the embassy’s chargé d’affaires, management counselor, 
facilities manager, consul general, and public affairs officer, the team concluded that 
— aside from basic encouragement, some help interacting with the Czech Govern
ment, and moral support from the three Ambassadors who served during the time 
of  the project — RFE/RL operated quite independently. 
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COMPLETION 

The RFE/RL Hagibor building had three formal grand opening ceremonies. The 
first, on April 20, 2009, was headlined by former Czech President Vaclav Havel (who 
also, along with the broadcasting director, co-directed the RFE/RL’s fi rst editorial 
meeting in the new building). The second ceremony, held on May 12, 2009, was 
keynoted by the Estonian President. The third grand opening, held on June 5, 2009, 
featured Secretary of  State Hillary Clinton. 

Close coordination and communication between the Department of  State’s 
Bureau of  Overseas Buildings Operations (OBO), RFE/RL, and the contractor 
enabled exceptionally smooth, efficient, and cost effective construction of, and move 
to, RFE/RL’s new headquarters building in Prague.  The process, which resulted in a 
striking building that is very effi ciently configured, was aided by a strong and com
prehensive framework for the project provided in studies conducted by OBO.   
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INFORMAL RECOMMENDATIONS 

Informal recommendations cover operational matters not requiring action by orga
nizations outside the inspected unit and/or the parent regional bureau. Informal 
recommendations will not be subject to the OIG compliance process.  However, any 
subsequent OIG inspection or on-site compliance review will assess the mission’s 
progress in implementing the informal recommendations. 
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ABBREVIATIONS 

BBG Broadcasting Board of  Governors 

BTL Build to lease 

CAC Compound access control 

DCS Director of  corporate security

 OIG Office of  Inspector General 

OBO Overseas Buildings Operations 

ORCO Orco Property Group 

RFE/RL Radio Free Europe/Radio Liberty 
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FRAUD, WASTE, ABUSE, OR MISMANAGEMENT 
of Federal programs
 

and resources hurts everyone. 


Call the Office of Inspector General 

HOTLINE 


202-647-3320
 
or 1-800-409-9926 


or e-mail oighotline@state.gov 

to report illegal or wasteful activities. 

You may also write to 
Office of Inspector General 
U.S. Department of State 

Post Office Box 9778 
Arlington, VA 22219 

Please visit our Web site at: 
http://oig.state.gov 

Cables to the Inspector General 
should be slugged “OIG Channel” 

to ensure confidentiality. 

http:http://oig.state.gov
mailto:oighotline@state.gov



