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Good morning and welcome to the Subcommittee’s oversight hearing on the benefits of public-private partnerships for federal real property management.  As most of you know, the federal government is among the world’s largest property owners and spends billions of dollars annually to maintain its properties.  The General Services Administration (GSA) is one of the primary agencies that control these assets.  Its portfolio is characterized by aging buildings that lack the capability to accommodate new technology and sometimes pose health and safety concerns.  Agencies often vacate federal properties and lease costly office space to compensate for the lack of adequate federally owned space.  While hundreds of millions of dollars are spent each year to maintain its buildings, GSA indicates that it still lacks sufficient funds to reduce its deferred maintenance backlog.  Furthermore, GSA has many buildings in its portfolio with negative net cash flows.  

 


Currently, GSA has several property management tools that it can employ, including (1) outleasing authorities; (2) disposal of buildings representing a net loss to the Federal Buildings Fund; (3) special pricing; and (4) a refocused repair and alteration program.  But these management tools cannot eliminate the underlying cause of the repair and alteration backlog: lack of funding.

GSA seeks creative alternatives to improve its federal property managers’ ability to effectively manage its multi-billion dollar inventory and address the growing challenges created by deteriorating properties.  This will be a daunting task without reforms that will allow the agency to operate in a more modern and businesslike fashion.  Therefore, GSA needs broader management authorities in order to efficiently and cost-effectively manage its property portfolio.  GSA must have the ability to upgrade its properties to their highest and best uses, but lacks the capital to do so.  

 

For some properties, public-private partnership would be a solution, allowing GSA to leverage its property assets.  That is why I co-sponsored H.R. 2710 with my good friend Representative Pete Sessions (R-TX).  This bill would allow GSA to enter into public-private partnerships and extend this authority to other agencies in order to facilitate government-wide reform.


A public-private partnership would allow for the federal government to contract with a private sector entity that would lease federal property and provide the financial capital to repair, improve, or redevelop the property.  The public and private sectors would then share the revenue generated by the property.  This would be an excellent opportunity for the government to acquire the necessary capital to salvage a needed property that would otherwise be neglected.  It could gain improved space; lower operating costs, utilization of untapped value of the real property, and increased revenue without federal capital expenditure.  GSA’s revenues from the partnership would be deposited into the Federal Buildings Fund and could be used for repairs and alterations to other federal real property.  The private sector partner would be responsible for managing the property and would have a majority interest in ownership and profits.  It could benefit from access to previously unavailable property and earn a potentially high internal rate of return.  

 


There are variations on this concept, as we will hear from the Department of Defense and the Department of Veterans Affairs.  Both agencies use partnerships through their respective enhanced-use lease authorities.  They can maximize the potential value of properties in their portfolios, which would otherwise be left vacant and eventually deteriorate.  In each case, the agency’s authority was provided through special legislation that allows it to keep the revenues from the partnership for specified purposes.

 

Additionally, in the 106th Congress, Senators Fred Thompson and Joseph Lieberman introduced S. 2805, the Federal Property Asset Management Reform Act of 2000, which would have authorized federal agencies to retain proceeds from several types of real property transactions, and used these proceeds to fund other things, including real property improvements.

 


It is time for Congress to expand GSA’s property management authorities so it can effectively administer its valuable property portfolio.  I look forward to hearing from our witnesses and exploring these exciting and innovative approaches to federal property management.

 


The Subcommittee will hear from Bernard Ungar, Director of Physical Infrastructure Issues at the General Accounting Office; Stephen A. Perry, Administrator of the General Services Administration; Ray DuBois, Deputy Undersecretary of Defense Installations and Environment; Anatolij Kushnir, Director of the Office of Asset Enterprise Management at the Department of Veterans Affairs; Kim Burke, Principal with Ernst & Young; and Sherwood Johnston III, President of the Building Owners and Managers Association and a Designated Broker with CarrAmerica Realty Corporation.  Mr. Perry is accompanied by two supporting witnesses, Mr. Joe Moravec, Commissioner of the Public Building Service, and Mr. David L. Bibb, Deputy Associate Administrator of the Office of Real Property in the Office of Government-wide Policy.  They will also be sworn in and available to answer questions.   
