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(1)

LEGISLATIVE PROPOSALS TO REFORM THE
GOVERNMENT’S APPROACH TO PROPERTY
MANAGEMENT: S. 2805, THE FEDERAL PROP-
ERTY ASSET MANAGEMENT REFORM ACT;
AND H.R. 3285, THE FEDERAL ASSET MAN-
AGEMENT IMPROVEMENT ACT

WEDNESDAY, JULY 12, 2000

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,

INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 10:10 a.m., in room

2247, Rayburn House Office Building, Hon. Stephen Horn (chair-
man of the subcommittee) presiding.

Present: Representatives Horn, Ose, Turner, and Kanjorski.
Staff present: J. Russell George, staff director and chief counsel;

Randy Kaplan, counsel; Bonnie Heald, director of communications;
Bryan Sisk, clerk; Elizabeth Seong, staff assistant; Will Ackerly,
Chris Dollar, and Davidson Hulfish, interns; Trey Henderson, mi-
nority counsel; and Jean Gosa, minority assistant clerk.

Mr. HORN. A quorum being present, the Subcommittee on Gov-
ernment Management, Information, and Technology will come to
order.

Effective management of the Federal Government’s real and per-
sonal property assets is an important issue involving billions of dol-
lars and affecting hundreds of communities across our Nation. The
government’s worldwide real estate portfolio consists of more than
500,000 buildings and over half a billion acres of land. This prop-
erty houses Federal workers; stores historic, cultural and edu-
cational artifacts; and provides services to the public. However, as
agencies have streamlined their operations and realigned their mis-
sions, the need for this government property has lessened.

The National Research Council and the General Accounting Of-
fice have both reported that the physical condition, functionality
and quality of Federal facilities is deteriorating. Management of
Federal buildings is especially challenging, considering that rough-
ly half of them are 40 to 50 years old. A March 2000 General Ac-
counting Office report noted that the General Services Administra-
tion has struggled over the years to meet the repair and alteration
needs of these buildings. Nevertheless, billions of dollars will be re-
quired to bring them up to usable standards.
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The Federal Property and Administrative Services Act of 1949 is
the general authority governing the government’s approach to prop-
erty management. This law established a framework for the pur-
chase, use and disposal of real and personal property, as well as
government services. Although it has been amended several times,
Federal policies and methods regarding real property acquisitions
and disposals have generally remained unchanged.

There is a concern that the Property Act no longer adequately
meets the government’s needs. In fact, increased funding pressures
in recent years have led several agencies to seek authority to dis-
pose of or lease unneeded property outside the Property Act and
use the proceeds to further their core missions. At a subcommittee
hearing in April 1999, we heard from witnesses representing some
of those Federal departments and agencies that have been granted
this specific legislative authority.

Today we will examine two legislative proposals designed to re-
form the government’s approach to property management. The first
bill is the product of an extensive review of the Property Act con-
ducted by the General Services Administration in collaboration
with other Federal agencies. This proposal, recently introduced in
the Senate by Senators Fred Thompson and Joseph Lieberman as
Senate bill 2805, contains a variety of provisions to improve the
government’s real and personal property management. For exam-
ple, the bill would require agencies to develop asset plans to ensure
that their real property holdings are consistent with their strategic
mission goals and objectives. The bill would also grant agencies the
authority to sell or exchange property so they could acquire prop-
erty that is more suited to their mission. As an incentive, an agen-
cy would be authorized to retain the proceeds from a real property
transaction and use it to help meet their capital asset needs.

The second proposal, H.R. 3285, the Federal Asset Management
Improvement Act, introduced by Representative Pete Sessions of
Texas, would authorize the General Services Administration or
other agencies under delegated authority to enlist the private sec-
tor capital and expertise in public-private partnership ventures to
develop or improve Federal real property.

[The texts of S. 2805 and H.R. 3285 follow:]
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Mr. HORN. We have before us many knowledgeable witnesses
who will—beginning with the Administrator of the General Serv-
ices Administration, who will discuss the merits of these legislative
proposals. We welcome our witnesses. We look forward to their tes-
timony.

But now I yield for an opening statement to the distinguished
ranking member on this subcommittee, the gentleman from Texas
Mr. Turner.

[The prepared statement of Hon. Stephen Horn follows:]
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Mr. TURNER. Thank you, Mr. Chairman.
Clearly the Federal Government must be the world’s largest

property owner and manager, and inasmuch as we have been oper-
ating under the Federal Property Administration Services Act of
1949, with some amendments, it is perhaps time to update our
laws regarding Federal property management.

The principles that were established in the law have worked ex-
tremely well over the years, and I think they have assured the
American people the value of Federal property will be maximized,
but it does seem that in many cases we do not have the flexibility
that we really need to be good Federal property managers.

We’re going to hear testimony today relating to two bills, one of
the bills introduced by Congressman Sessions, H.R. 3285. Mr. Ses-
sions has recommended that the GSA be allowed to enter into pub-
lic-private partnerships to lease Federal property, renovate current
Federal property and develop new Federal property.

The other legislation yet to be introduced is the work product of
the General Services Administration in collaboration with other
agencies. It’s called the Federal Property Asset Management Re-
form Act, and I want to commend the GSA on their excellent work
in putting together this piece of legislation. I think it offers much
to the committee and to the Congress in terms of improving Fed-
eral property management and moving us in the right direction.

So, Mr. Chairman, I look forward to hearing from the witnesses
today on this very critical issue.

Mr. HORN. I thank you very much.
Mr. Sessions is apparently delayed, probably the same reason I

was, and we’ll move to panel two and the Honorable David Barram,
the Administrator of the General Services Administration. We’re
glad to have you here.

STATEMENTS OF DAVID BARRAM, ADMINISTRATOR, GENERAL
SERVICES ADMINISTRATION, ACCOMPANIED BY DAVID
BIBB, DEPUTY ASSOCIATE ADMINISTRATOR FOR REAL
PROPERTY, GENERAL SERVICES ADMINISTRATION; AND
BECKY RHODES, DEPUTY ASSOCIATE ADMINISTRATOR FOR
PERSONAL PROPERTY, GENERAL SERVICES ADMINISTRA-
TION

Mr. BARRAM. Thank you, Mr. Chairman, Mr. Ranking Member
and other Members. Thank you for asking us here today to discuss
our legislative proposal to amend the Federal Property and Admin-
istrative Services Act of 1949. Accompanying me from GSA’s Office
of Governmentwide Policy are Mr. David Bibb, Deputy Associate
Administrator for Real Property, and Ms. Becky Rhodes, Deputy
Associate Administrator for Personal Property.

I’d like to speak for 1 minute, introductory remarks, and let you
bring up David and Becky and others who know really what’s going
on. Thank you for letting me do that.

Over the last several years we have worked together on a num-
ber of significant issues addressing change and a need for Federal
Government reform. Your help was instrumental to our success,
and we thank you. Today we have another occasion where we can
work together to get things done, Federal asset management re-
form.
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Mr. Chairman, you commented today, and I’d like to quote also
from your opening statement from last April’s hearing on Federal
real property management, you said, overall the Federal Govern-
ment has not been a very good steward. While we have made many
improvements within existing law, collectively we have not been
the kind of stewards and good asset managers that we could have
been. Why? Because the business rules by which Federal agencies
manage their assets were established over a half century ago and
were obsolete years ago.

As you both have noted this morning, the Federal Property Act
is 50 years old. With the dollar value of Federal real and personal
property assets estimated to be in the hundreds of billions of dol-
lars, it is increasingly imperative that prevailing policies ensure
their efficient and effective stewardship.

It’s time we used the same common-sense property management
strategies in the Federal Government that have already proven
successful in the private sector. I think we all recognize that we
must make the Federal Government more efficient and more ac-
countable. This bill represents a big step forward in achieving that
goal. It is simply good government.

I believe you will quickly see that its enactment will result in a
governmentwide property management system that, quote, works
better and costs less. It reflects the way we should be doing busi-
ness in the 21st century.

Thank you.
Mr. HORN. Well, we thank you, and we will now begin with panel

three, who will join you at the table to stay there as—because we’d
like during the question period to have a dialog. And the panel
three is Bernie Ungar, the Director, Governmentwide Business Op-
erations Issues, GAO; David Bibb, Deputy Associate Administrator,
Office of Governmentwide Policy, General Services Administration;
Rear Admiral Ronald F. Silva, Assistant Commandant for Systems
and Chief Engineer, U.S. Coast Guard; Steven Weiner, president,
Signet Partners; Maria Foscarinis, executive director, National Law
Center on Homelessness and Poverty, and is accompanied by Lau-
rel Weir; Steve Perica, director of Arizona State Agency for Surplus
Property.

We’re going to, if you will—we take the oath, and please stand,
raise your right hands, and that will include support people that
also whisper in your ears. So get them all up, and the clerk will
take their name.

[Witnesses sworn.]
Mr. HORN. The clerk will note all who have stood and get the

names of the assistants.
We thank you. And just the way we have the routine here is we

have all had a chance to read the papers, if they got in last night,
and your written statement is automatically put in the record, so
you don’t have to ask for it. It’s done, so is your resume. And we’d
like you to summarize your testimony in 5 minutes, if you could,
5 to 6 minutes, and then we’d like to open it up to questions, and
I want—to not only the members here and will be here, but also
to bring the issues to point with those that are with you at the
table. So let us start with Bernie Ungar, the Director, Government-
wide Business Operations Issues, U.S. General Accounting Office,
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part of the legislative branch, and we depend on GAO heavily for
good basic research and we’re delighted to have Mr. Ungar here.

STATEMENTS OF BERNIE UNGAR, DIRECTOR, GOVERNMENT-
WIDE BUSINESS OPERATIONS ISSUES, GENERAL ACCOUNT-
ING OFFICE; DAVID BIBB, DEPUTY ASSOCIATE ADMINIS-
TRATOR, OFFICE OF GOVERNMENTWIDE POLICY, GENERAL
SERVICES ADMINISTRATION; REAR ADMIRAL RONALD F.
SILVA, ASSISTANT COMMANDANT FOR SYSTEMS AND CHIEF
ENGINEER, U.S. COAST GUARD; STEVEN J. WEINER, PRESI-
DENT, SIGNET PARTNERS; MARIA FOSCARINIS, EXECUTIVE
DIRECTOR, NATIONAL LAW CENTER ON HOMELESSNESS
AND POVERTY, ACCOMPANIED BY LAUREL WEIR, POLICY DI-
RECTOR; AND STEVE PERICA, DIRECTOR OF THE ARIZONA
STATE AGENCY FOR SURPLUS PROPERTY, PRESIDENT OF
THE NATIONAL ASSOCIATION OF STATE AGENCIES FOR SUR-
PLUS PROPERTY

Mr. UNGAR. Thank you, Mr. Chairman. Mr. Turner, other mem-
bers of the subcommittee, staff, we’re certainly pleased to be here
this morning to help the subcommittee consider the two proposals
for reforming Federal real property management. I’m accompanied
today by Donald Bumgardner and Gary Lawson, both senior eval-
uators in GAO. As you requested, I’d like to summarize my state-
ment.

While we have not had time to fully analyze all the implications
of the provisions of the bills, particularly S. 2805, we have certainly
looked at them and we believe the thrust of both the Senate bill
as well as H.R. 3285 are in line with information that we have re-
ported for over a decade. They would certainly help address a num-
ber of the problems that we have identified and reported on, as
well as provide Federal agencies the opportunity to adopt and use
some innovative and best practices that are being used by other or-
ganizations.

I would like to focus on two areas this morning very briefly. First
is real property leadership. S. 2805 would require GSA to take a
greater leadership role in Federal real property management and
require landholding agencies to focus accountability on real prop-
erty management by designating senior real property managers.
H.R. 3285—in a little different vein but in the same general direc-
tion—would require GSA to establish governmentwide property
management measures. These provisions are consistent with ac-
tions that we have recommended as far back as our general man-
agement review of GSA in 1989. However, we note that S. 2805
does not contain any qualification requirements for the senior real
property managers. Considering the complexity and the diversity of
the portfolio of assets that the Federal Government controls and
owns and has to manage, and the complicated nature of the trans-
actions that the bill would authorize, we believe it’s important that
the subcommittee consider this and may want to add some quali-
fication requirements in terms of experience or training or profes-
sional certifications for the persons that are going to be holding
these positions.

Second, both bills would provide managers at Federal agencies
that hold land with greater flexibility and incentives for better
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property management. Our work has shown that agencies need
more flexibility and certainly more incentives to manage real prop-
erty more effectively and in the same vein as the private sector is
able to do. There are three issues that I would like to point out for
the subcommittee’s consideration this morning.

The first is that S. 2805 does contain a general 20-year limit on
the outleasing authority that would be granted to the landholding
agencies. We believe that this 20-year limit could limit the useful-
ness of this tool for the agencies, particularly in those cases where
you’re dealing with a historically significant property or a property
that might be in an economically depressed area. This is because
a substantial amount of investment would probably be required to
bring those types of facilities up to date and meet local health, and
safety and quality standards and private sector developers would
probably be unlikely to enter into an agreement for a period that
would be 20 years or less, given the need to make an adequate re-
turn on their investment and have an adequate payback period.

Second, while allowing agencies to retain the funds that they
would receive in exercising or using the new tools and flexibilities
that both bills would provide, that provision, or that allowance,
would limit congressional flexibility in overseeing or reviewing how
these funds are allocated among agencies, and should government-
wide priorities change, it could cause a misallocation. Therefore,
the subcommittee may want to consider whether the funds ought
to be controlled by a central organization or by each agency. On the
other hand, we recognize if the funds were controlled by a central
agency, this certainly could limit the incentives that go to the indi-
vidual agency. So therefore, the Congress has a tradeoff there to
consider.

Finally, although both bills would provide Congress with infor-
mation before and after the individual tools would be applied that
are authorized by both bills, it’s unclear to us in both cases what
information, what specific information, the Congress would receive
on how the moneys generated by these tools would be used by the
agencies. Therefore, we think it’s very important that the sub-
committee explore this area this morning and in the future to
make sure that it is comfortable with the amount of information
it’s going to receive and the oversight and review it will be able to
exercise over the proposed use of these funds that the agencies re-
tain.

That would conclude my summary, Mr. Chairman.
Mr. HORN. Thank you very much.
[The prepared statement of Mr. Ungar follows:]
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Mr. HORN. And we now move to the next witness, who is David
L. Bibb, the Deputy Associate Administrator, Office of Government-
wide Policy of the General Services Administration.

Mr. Bibb.
Mr. BIBB. Thank you, Mr. Chairman, Mr. Turner, Mr. Kanjorski

and staff. It is a pleasure to be here today. I’m David Bibb, Deputy
Associate Administrator for Real Property at GSA. With me today,
as Dave Barram has said, is Becky Rhodes, Deputy Associate Ad-
ministrator for Transportation and Personal Property.

The Property Act, the law of general application governing prop-
erties acquired to carry out Federal agency program missions, is
over 50 years old, as you’ve indicated. While much has occurred
over the past half century, the policies governing these assets have
generally remained unchanged.

We think it’s imperative that our Nation’s governing asset man-
agement policies ensure their efficient and effective stewardship on
a solid businesslike basis, and we firmly believe that enactment of
the Federal Property Asset Management Reform Act will do just
that.

Briefly, the bill contains four concepts: First, the bill deals with
life cycle planning and management. Effective asset management
must consider the entire life cycle of a property. However, the
present focus of the Property Act is oriented toward the disposal
phase of the asset. Some agencies lack a full range of policy guid-
ance, accountable management structures, information on their
property holdings, and planning processes necessary to manage
their property holdings effectively in support of their missions.

Specifically, to deal with life cycle planning and management,
the bill proposes several things. One is adoption of governmentwide
asset management principles; another is development of strategic
real property planning; the third is designation by each agency of
a senior real property officer who would be accountable for the per-
formance of the inventory; and fourth would be a statutory basis
for a governmentwide real property information data base. So
that’s the first concept.

The second concept is flexibility to optimize asset performance.
Federal managers are being encouraged to be more businesslike
and innovative. However, in our judgment, too often when some-
thing makes sense, the government simply can’t do it. The average
age of government-owned buildings has increased to nearly 50
years. Many of these buildings are inefficient and functionally obso-
lete. Unlike the private sector, most Federal agencies have no op-
portunity to apply any value or underlying equity of the property
that may reside in underused or obsolete property toward meeting
their ongoing or future facility needs. With few exceptions, agencies
are not currently authorized to sell, exchange, sublease or outlease
capital assets that they still need, but which no longer support
their missions well and to use the proceeds for newer replacement
capital projects. Agencies lacking sufficient appropriations often
have to make do with substandard facilities.

To improve this situation, the proposed bill would give agencies
several new authorities: One, exchange/sale of personal property;
two, exchange/sale of real property; subleasing; outleasing. The bill
would authorize agencies to outlease to the private sector assets
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that must remain in Federal ownership and underutilized portions
of nonexcess government-owned property.

However, I must note at this point that the administration op-
poses the use of such outleases, that is public private partnerships,
solely or primarily as a vehicle for obtaining private financing of
Federal construction and repair projects for the simple reason that
private financing is more expensive to the Federal taxpayer than
government financing. In this regard, the bill permits an outlease/
leaseback arrangement to the government only when it’s less ex-
pensive than direct Federal renovation or construction.

The third concept under our bill deals with incentives for better
property management. Federal agencies lack incentives. This has
resulted in agencies not pursuing optimal use of property and to re-
taining assets that are of diminished functional value to their mis-
sions. The Property Act reform bill would provide a much needed
catalyst for sound asset decisionmaking and would permit agency
use of proceeds as follows: For personal property, it would author-
ize agencies to retain proceeds from the sale of surplus personal
property and offset direct and indirect disposal costs. For real prop-
erty, it would authorize agencies to retain the bulk of proceeds
from real property transactions and allow such funds to be used to
offset direct and indirect disposal costs and in meeting agency cap-
ital asset needs.

To strengthen this incentive, the proposed bill would also put
agencies in charge of disposing of their surplus real property, an
authority that the GSA administrator currently has alone. Agen-
cies, under the bill, will still have the ability to use GSA to manage
the disposal process and to delegate disposal property disposal deci-
sions to GSA if they wish.

Our fourth concept is to streamline and enhance processes. The
governmentwide review of the act, which we performed, identified
opportunities to redefine other sections of the act to deliver savings
and improve productivity.

None of these changes is major in our judgment by itself, but
taken together, they will increase efficiency, deliver savings, reduce
administrative burdens and streamline asset management proc-
esses.

Mr. Chairman, this concludes my statement. I would be glad to
answer questions when that point comes.

Mr. HORN. I thank you.
[The prepared statement of Mr. Bibb follows:]
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Mr. HORN. And the next presenter is Rear Admiral Ronald F.
Silva, the Assistant Commandant for Systems and Chief Engineer
of the U.S. Coast Guard.

Admiral SILVA. Good morning, Mr. Chairman, Mr. Ranking
Member and members of the subcommittee. I’m Rear Admiral Ron
Silva, U.S. Coast Guard, Assistant Commandant for Systems and
Chief Engineer. I appreciate the opportunity to speak with you
today and thank you for your consideration of the General Services
Administration proposal to amend the 1949 Property Act.

I am the designated corporate asset manager for the Coast
Guard as shore facilities. What this means, in brief, is that I have
the responsibility to ensure that the Coast Guard’s shore assets are
the right sizes in the right place and provided at the right cost to
enable the Coast Guard to accomplish our missions, our visions and
our strategic goals. We have been working closely with the General
Services Administration to ensure that our business practices are
all that they can be under the existing authorities. The forums that
the GSA provides, especially through their Office of Government-
wide Policy, are an invaluable service for landholding agencies to
compare best practices and discuss progressive concepts, such as
sustainable development. Their efforts have helped make us all
better stewards of the property entrusted to us.

The Coast Guard’s process for developing policies to be better
stewards of the property we hold is called ‘‘shore facility capital
asset management.’’ This initiative is an integral part of the Coast
Guard’s current strategic plan. Our shore infrastructure is spread
across 1,600 sites and consists of over 23,000 buildings and struc-
tures. These facilities have an average age of 37 years and a re-
placement value of over $7 billion exclusive of land value.

These facilities support 43,000 personnel, 230 ships, 1,400 small
boats and 197 aircraft, as they go about the Coast Guard’s business
of protecting the public, our environment and U.S. economic inter-
ests. The combined acreage of those 1,600 sites is only 66,000
acres. The amount of the acreage we hold is not large in compari-
son with many other agencies, but the nature of these sites along
all of the Nation’s ports, coasts and waterways, makes them unique
and valuable national assets deserving of the best care that we can
provide.

Our asset management initiative is an integrated approach that
will help align the Coast Guard’s shore facility inventory to oper-
ational and support requirements. The guiding principles of good
asset management take into consideration the entire shore facility
life cycle which consists of planning, investing, using, and disposing
of shore facilities and infrastructure. We believe the proposed legis-
lation facilitates our asset management initiative.

The Coast Guard’s asset management initiative seeks to improve
our portfolio of real property assets by managing them from a life
cycle perspective. The following principles will guide all of our new
capital asset management activities, and ensure the best value
shore capability for the Coast Guard, match shore capabilities mis-
sion, keep a life cycle perspective, encourage collaboration and feed-
back, provide top down direction, use information technology effec-
tively, and foster professional development. Shore facility capital
asset requirements will be incorporated into all aspects of Coast
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Guard strategic planning. We are working to better link our shore
capital asset requirements as identified in our agency capital plan
that is primarily developed from our field commanders’ Regional
Strategic Assessments, our Headquarters Assistant Commandants’
business plans and our leadership council goals.

We are also pursuing a program to revitalize the master plan-
ning efforts throughout the Coast Guard. As mentioned, the Com-
mandant of the Coast Guard has designated me as the corporate
asset manager for shore facilities. He did this in recognition of the
impact that strategic portfolio management of real property assets
has on the accomplishment of Coast Guard missions. This initiative
also recognizes the importance of a centralized information tech-
nology system to manage our real property holdings.

We are currently developing the requirements upon which to
build this system. These efforts will be closely coordinated with
General Services Administration to ensure compatibility with their
proposed governmentwide real property information data base. Our
current portfolio of real property assets is an assortment of inherit-
ances from our antecedent agencies, the U.S. Lighthouse Service,
the U.S. Lifesaving Service, and the Revenue Cutter Service, as
well as numerous targets of opportunity afforded to us by the De-
partment of Defense during their restructuring. This has resulted
in a shore plant that is not optimally sized or configured to carry
out our modern day missions.

I believe that the proposed changes to the Federal Property and
Administrative Services Act of 1949 relating to the exchanges,
sales, subleasing and outleasing of real property assets will provide
us with the flexibility to align our shore capital asset inventory
with our Coast Guard mission needs. The enactment of this legisla-
tion is an important step toward improving the management in
Federal real property assets and is required for the Coast Guard
to fully implement our SFCAM strategic initiative.

Mr. Chairman and members of the subcommittee, this concludes
my prepared remarks, and again, thank you for the opportunity to
appear before this distinguished subcommittee to discuss the pro-
posed Property Reform Act bill. I welcome the opportunity to ad-
dress any questions that you or the members of the subcommittee
may have. Thank you.

Mr. HORN. Thank you, Admiral.
[The prepared statement of Admiral Silva follows:]
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Mr. HORN. We’re going to have to recess until 10:50 because we
have a vote on the floor right now. So we are in recess until 10:50.

[Recess.]
Mr. HORN. We thank you, Admiral, and now we move to Steven

Weiner, the president of Signet Partners.
Mr. Weiner.
Mr. WEINER. Mr. Chairman and members of the committee,

thank you very much for giving me the opportunity to speak to the
two bills before you. My comments tend to be directed toward pri-
vate-public partnerships.

Signet Partner is a real estate and financial adviser to State,
local and Federal Government agencies. Our firm has run public-
private partnerships for the FDIC and RTC. We have consulted to
GSA in the past on private sector practices and portfolio manage-
ment in public private partnerships, and we remain active partici-
pants in private real estate investments and development projects.

Real estate partnerships are a way of life in the private sector.
These partnerships bring together expertise, money and business
opportunities. It’s the way the private sector develops real estate.
Increasingly, they’re used more and more by local, State and now
Federal Government agencies. They have different names, these
partnerships do, and they tend to be a patch quilt of approaches,
each having its own procedures and its own bureaucracy, but they
all have a common story, shrinking dollars from traditional sources
of funding.

The ideal Federal public private partnership has five elements.
No. 1, selected properties and projects will only serve agency space
needs with renovation and the prerequisite here is that appropria-
tion funds are not available. If you have the funds, chances are you
don’t need to look at a public-private partnership.

No. 2, the partnership structure mirrors the private sector. As
Mr. Barram pointed out, keep it simple, use a familiar structure,
this will encourage private sector involvement.

No. 3, governmentwide application. Use a common approach.
This reduces bureaucracies, it motivates the private sector, and
most of all, it speeds up the process.

No. 4, the private sector runs the partnership and carries the fi-
nancial risk. The reward to the private sector has to be commensu-
rate with the perceived risk, but these tradeoffs, this balance is
compatible for Federal projects from what we’ve already seen.

And No. 5, Federal agencies are allowed to retain the govern-
ment’s share of partnership proceeds. We need to motivate those
who are charged with implementation of partnership projects.

With respect to the two bills, the Sessions bill uses the successful
features of existing authorities, that’s existing Federal authority. It
applies governmentwide. It has a simple private sector structure,
and it allows flexibility in the partnership agreements.

Now the administration bill, let me start by first injecting some-
thing that the Admiral and I talked about, and that is the adminis-
tration bill, it facilitates changing the mix of the national portfolio.
This is really good because you have to change the mix on a global
basis to be in line with the changing needs of government. The
portfolio can’t remain static. So that’s a tremendous feature.
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But the closest the administration’s bill comes to public-private
partnership is in section 401, having to do with outleasing of va-
cant space to private users. This can be good fiscal policy for space
that otherwise remains vacant. However, if space once renovated
could be used by Federal agencies, then the bill provides for a 20-
year so called outlease to a private user. The private user then
would renovate the space and lease it back to the government.

Well, there’s two fatal flaws with this approach. No. 1, the lease-
back can only take place if it’s found to be less expensive than ap-
propriations. To me that’s like an oxymoron. The point that seems
to be lost is increasingly appropriations are just not available. The
leaseback will almost always be, or I should say always will be,
more expensive than GSA building out the space with its own ap-
propriations. Why? Because the private sector has a cost of capital
of about 10 percent, and the private sector is going to need, per-
haps, a 15 percent profit margin on a project. That’s compared to
GSA’s cost to capital of, say, 6 percent.

The real issue is, in the absence of appropriations funding, is a
public-private partnership economically—an economically viable al-
ternative for the government. Well, the answer is on a case-by-case
basis. From what we have already seen and from what GAO has
looked at, and from other feasibility studies that have been done
within GSA, the answer can be yes. You know, there’s an expres-
sion about giving someone the sleeves out of your vest. I think
that’s what the administration bill does, it gives GSA an unwork-
able supplement to appropriations. It renders GSA to the status
quo.

The other problem, No. 2, with the bill is the 20-year lease term.
It’s just too short. Based on our experience and extensive inter-
views with institutional players and major developers throughout
the country, across the board, all feel that for the kind of projects
that they would get involved in, the magnitude of projects they
would get involved in, they need at least 50 years. They need that
50 years to amortize their front end investment, and they need
that 50 years to allow them to have an economic and functional life
for the project. A 20-year lease term just doesn’t make it. GAO
found much of this to be the case in several projects it studied, and
probably the classic example is Grand Central Station that was
done by the U.S. Postal Service, where the required lease term was
99 years. A lease has to act to the private sector as effectively the
conveyance of fee simple land. It can’t have a short fuse.

So in summary, I’ve seen a diligent effort by GSA and GAO,
among others, to identify a workable public-private partnership for
governmentwide application at the Federal level, but this bill fails
to reflect that research. Therefore, aggressive and continued in-
volvement by Congress and this subcommittee is going to be nec-
essary not only to get a workable bill in place, but more impor-
tantly, to make sure that it’s implemented, and that those charged
with responsibility to implement the program are held accountable.

Accordingly, I recommend, No. 1, that you enact a public-private
partnership as a complement, not as a substitute, to appropria-
tions.

No. 2, that you use a proven and simple private sector model.
No. 3, that you merge both bills.
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And No. 4, that you eliminate portions of the administration’s
bill beyond the simple outlease of vacant space.

I think by combining the two bills, you will have a global pack-
age that gives the agencies, not only GSA, but other agencies, the
tools, it’s not a panacea, but it is a powerful tool that can address
situations where appropriations just aren’t there.

Thank you.
Mr. HORN. Thank you very much. And you’ve raised some very

good questions.
[The prepared statement of Mr. Weiner follows:]
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Mr. HORN. Maria Foscarinis is the executive director of the Na-
tional Law Center on Homelessness and Poverty, and she is accom-
panied by Laurel Weir, the policy director.

Ms. FOSCARINIS. Thank you very much, Mr. Chairman, and mem-
bers of the committee. We very much appreciate the opportunity to
testify. The National Law Center has been actively working to im-
plement the Federal Surplus Property Program since its inception.
We’re very familiar with it and we appreciate the chance to speak
on its impact, the impact of this legislation on homeless people.

The Federal Surplus Property is essential to the national effort
to address homelessness in America. It is a common sense, cost-ef-
fective approach and it uses public resources to meet an important
public problem, the problem of homelessness in America. And ac-
cording to recent estimates, over 800,000 Americans are homeless
on any given night across the country, men, women and children.

Vacant Federal property is a key part of the Federal Govern-
ment’s response to homelessness. Just this past year alone, over
140,000 homeless persons will be served through the property pro-
gram. Under Title V of the Stewart B. McKinney Homeless Assist-
ant Act, which is a major Federal law addressing homelessness,
groups that serve homeless people, groups that help homeless peo-
ple, which include State entities, local governments and private
nonprofit voluntary groups, have the right to apply for unused Fed-
eral property and acquire it either through a no-cost lease or deed-
ing, and use it to provide services to homeless people from shelters
to job training to transitional housing, to day care. And just this
past year, 140,000 people were served at sites across the country
using these facilities.

We had prepared a slide show to give the members of the com-
mittee a more concrete idea of how these properties can be put to
these good uses. Unfortunately, the room cannot accommodate
slides, but in your packets you should have photographs of selected
properties, like the VA Medical Center in Los Angeles, which now
serves homeless veterans; the site in Tucson, AZ, that is run by
Vietnam Veterans of America; a site in Little Rock, AR that pro-
vides transitional housing and job training and day care for home-
less families. There are several more, and there are many more all
across the country. These are essential to the effort to address
homelessness.

Property is key for many groups that often operate on shoestring
budgets or cash-strapped local governments seeking to address the
problem of homelessness in their communities, and as the commit-
tee members may know, especially during our booming, the time of
our economic prosperity, our booming economy, the cost to property
has risen tremendously, and often it’s access to property that
makes the key difference to whether groups can actually provide
the services they need. If a group can acquire vacant Federal prop-
erty at no cost, that will allow it to leverage other resources and
to make the difference between a program going forward or not
going forward at all. So this is a very important program.

Now to get to the draft legislation. We’re especially concerned
about the administration’s proposal, and I’ll just run through that
quickly. First of all, the draft legislation, the administration’s draft
exempts property, as we’ve heard, that is leased or sold to a third
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party if the revenue generated is then used to acquire capital as-
sets. Essentially what this does is it gives unbridled discretion to
the agency to create its own fund, what we’ve called a slush fund,
which it can use for its own purposes from the sale of property that
is a public resource and takes away the opportunity to use that
property for the public interest for homeless Americans, but also
would take it away from other public benefit uses, as has been pro-
vided for by the Property Act since its inception. For example edu-
cation uses or health uses. Our particular concern is homeless uses.

There will be no oversight. It’s basically the agency’s skirting
their—there is already a process in place. It’s the appropriations
process. That provides for reasoned government oversight in the al-
location of public resources. What the administration’s bill would
do is take that away and it would take it away at the expense of
homeless Americans who desperately need these resources.

And I can give you some examples. This isn’t just speculation.
The agencies have been reluctant to comply with Title V of the
McKinney Act ever since it was passed. In one case, for instance,
the Department of Veterans Affairs owns property, the VA Medical
Center in Los Angeles, and rented that property out to a movie stu-
dio and generated money which it then did not use for a public
benefit purpose. It was only after the National Law Center got in-
volved and we threatened to litigate that the property was even
put through the McKinney Act process as is required by Federal
law, and as a result of that intervention, the property is now being
used to serve homeless veterans, and 156 homeless veterans are
helped each day there with housing, substance abuse treatment
and job training.

Second point, the administration’s draft would eliminate the abil-
ity to sue GSA and the other landholding agencies if they failed to
comply with its provisions. That alone would essentially gut this
program. And again, this is based on not on speculation, but on our
direct experience. In order to enforce Title V of the McKinney Act,
we have had to go to court. There is now a court injunction in place
enforcing the program.

We’ve been to court a total of five times so far, most recently this
past spring, to enforce compliance with this law. This past spring
we were in court because of what the judge said was an effort to
get around the law and we had GSA internal documents dem-
onstrating that the clear intent was to avoid compliance with the
Stewart McKinney Act.

Third, the administration’s bill would limit the application period
for groups serving homeless people to a single 90-day window of
time. This would severely undermine the McKinney Act. It would
make it very difficult for providers to find out about and apply for
the property. It is already very difficult as it is. There is an out-
reach provision in the law, and also in one of the court orders, but
it has been extremely difficult to get the agencies to comply with
that. It’s hard for these providers. Many of them are small grass-
roots groups, run by volunteers. They don’t necessarily get the Fed-
eral Register where these properties are published. It’s hard
enough for them as it is to find out about the program and to get
access to the property.
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One of the reasons for this provision is to bring finality to the
process and not tie up property, but we believe that if the agencies
were to take seriously their outreach obligations, then groups
would find out about the property—and I’m sorry, I guess I’m going
on too long, but this is important.

Mr. HORN. We would like you to summarize. We’ve got the state-
ment.

Ms. FOSCARINIS. I’m almost at the end.
Mr. HORN. Reading it doesn’t help us. We want you to summa-

rize.
Ms. FOSCARINIS. I am. The written version is actually much

longer.
Mr. HORN. OK.
Ms. FOSCARINIS. The last portion we’re objecting to is the portion

that limits authority to make the property available only to groups
whose primary function is to serve homeless groups. This would ef-
fectively eliminate many church groups whose primary function is
not to serve the homeless, but who now use the program.

These are our major concerns. We also have concerns with H.R.
3285 again, because there is a lack of definition in that provision,
but I will—I know I have gone over, and we’d be happy to answer
any questions. We’d also be happy to work with the committee
after the hearing. Thank you very much.

Mr. HORN. The exhibits you showed are not with your testimony.
Can we put them in the record with your testimony?

Ms. FOSCARINIS. Yes, absolutely.
Mr. HORN. All right. I’d like to ask GSA and GAO to give us a

list of the various homeless projects around the country. If you
have it, fine, but I want it checked by GSA and GAO so we have
in one place what has happened, and I’m particularly interested in
the LA case, and to what degree on-the-job training are these peo-
ple getting jobs, and that to me is the key, is it training or does
it train for a job and how many—and take your time on that. Just
file it with us if you have the data.

Ms. FOSCARINIS. Sure. We’d be happy to address that.
Mr. HORN. OK. Thank you.
[The prepared statement of Ms. Foscarinis follows:]
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Mr. HORN. OK. We have our last presenter is Steve Perica the
director of the Arizona State agency for surplus property and he’s
the president of the National Association of State Agencies for Sur-
plus Property, and I assume you’re speaking on their behalf.

Mr. PERICA. Yes, thank you. Mr. Chairman, members of the com-
mittee, my name is Steve Perica. I manage the Federal Surplus
Personal Property Donation Program in Arizona and am President
of the National Association of State Agencies for Surplus Property.
Joining me today is Scott Pepperman, my colleague from the Com-
monwealth of Pennsylvania and Ann McKinnon, colleague from the
State of Maryland who also manage those programs respectively in
their States and commonwealth.

On behalf of the 56 State agencies, territories and possessions
that comprise the membership of the National Association and the
over 60,000 donee organizations that participate in the Federal
Personal Property Donation Program, I wanted to thank you for
the opportunity to speak with you. The State Agencies for Surplus
Property have served as the primary conduit for the donation of
personal property from the Federal Government to the States for
over 50 years since the passage of the Federal Property Adminis-
trative Services Act of 1949.

Through the donation program, countless agencies, emergency
services providers and public safety organizations have benefited
from property that is no longer needed by our Federal Government.
The Federal Property Asset Reform—excuse me, I have got to get
that correct—the Federal Property Asset Management Reform
Act—too many acts and reforms today—legislation before you af-
fects the donation program in four areas.

First, subject to regulation, it provides for title passage from the
Federal Government to the end recipient, which is, we term the
donee immediately upon the transfer from the State agency with
no recompliance requirement.

And second, it cleans up some inconsistencies in current statute
regarding service educational organizations, replaces some out-
moded language, and establishes a dedicated category of eligibility
for food banks and providers of assistance to the impoverished and
homeless.

Third, it provides additional incentives, we believe, for agencies
to bypass redistribution channels for personal property through a
further expansion of the exchange sale authority.

Fourth, we believe it reinforces these incentives by allowing the
retention of sales proceeds from the sale of undistributed Federal
personal property.

The title passage portion of the bill is our first area of concern.
We believe that this potentially could create an administrative
nightmare for the State agencies, the General Services Administra-
tion, and the donees because it will create two distinct classes of
property that are transferred through the program, first property
with compliance, property without. Essentially, they could be iden-
tical, just separated by acquisition or condition.

So we believe it could be very difficult for the donee to figure out
what they have up to 5-year compliance or an 18-month or a 1-year
compliance on and property that has no compliance restriction pe-
riod. We’re always worried about fraud, waste, abuse. We feel that
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this might be a thing that could lead for donees to be confused and
make mistakes they shouldn’t make.

Second, while—this comes in section 605. The second portion of
section 605 clarifies our eligible donees, we think that’s a good
idea, cleaning up the language, taking outmoded language out of
the bill or out of the act, creating the separate class of providers
for providers of assistance to homeless and impoverished is a good
idea. It would also help clarify it from an eligibility standpoint.
We’re very much in favor of that.

The personal property exchange sale provision of this act we be-
lieve will change the face of reutilization by allowing executive
agencies of the Federal Government to generate revenue by cir-
cumventing the redistribution system. Specifically, section 603 of
this bill grants agencies the freedom to divest the assets of govern-
ment, hard assets, things our taxpayers have purchased, for serv-
ices. For example, we believe that an agency could take lab equip-
ment that is being used in universities and schools that come
through the donation program, and they could use that to pay for
the demolition of a building that was housed within that building.

Redistribution of excess and surplus property has historically
been our country’s first source of supply. It has been a central
theme of our personal property management structure for over 50
years. On the excess level, it prevents government waste by allocat-
ing the extra resources of one agency and allowing another agency
to use it. We see the Law Enforcement Support program, the For-
est Services Excess and Personal Property Program, the National
Science Foundation’s programs, USDA programs, all of these pass-
ing the assets of government around, making the fullest use of the
taxpayer’s dollars.

Given that currently we believe there’s no oversight of the ex-
change sale provisions, we feel that expansion further at this point
would be premature.

I realize I’m out of time. In summation, I would like to say thank
you for the opportunity to allow us to speak today. We realize that
the majority of the presenters have been talking about real prop-
erty, and we are here talking about personal property, and we ap-
preciate your indulgence. Again, we would like to take any oppor-
tunity for questions from the committee and like a further dialog
if possible. Thank you.

[The prepared statement of Mr. Perica follows:]
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Mr. HORN. We thank you and we have been joined by Mr. Ses-
sions, and I need the consent of our colleagues to have him sit with
us and make a statement and also participate in the questions.

Mr. TURNER. No objection.
Mr. OSE. Can we put that to a vote, Mr. Chairman?
Mr. HORN. Without objection. Some stern people around here.

OK.
Mr. Sessions, if you want a few opening remarks.
Mr. SESSIONS. Mr. Chairman, thank you so much. I will tell you

I appreciate my colleague Mr. Turner, the gentleman from Texas,
and Mr. Kanjorski, for being on my side today. It is not unusual
for me, whether it’s Methodist church or Rotary Club to not have
unanimous vote about anything that I’m a part of. And I also
apologize for being late. I was over with royalty today on the Sen-
ate side for another bill that I have got that I appeared with Sen-
ator Kennedy from Massachusetts that I was working on.

I’d like to thank you, Chairman Horn and this subcommittee and
the members for allowing me to testify today on my legislation,
H.R. 3285, the Federal Asset Management Improvement Act of
2000. I appreciate each of the witnesses joining us today to talk
about their support and their ideas about improving Federal prop-
erty management. It is my hope that this hearing will resolve the
billions of dollars in waste that are lost each year from underuti-
lized Federal buildings.

As chairman of the Results Caucus, I have sought to highlight
the waste, inefficiency and mismanagement found in our govern-
ment and looked for innovative solutions to these problems. Accord-
ingly, I have introduced H.R. 3285, the Federal Asset Management
Improvement Act. This would benefit government by turning aging
Federal properties that have become financial liabilities into mod-
ern facilities that are an asset to the taxpayer.

The government is the largest holder of property in the United
States. Unfortunately, many of those facilities are underutilized
and unneeded. For example, the GAO has found that the Veteran’s
Administration spends about $1 million a day to operate unneeded
hospital buildings. Unfortunately, this is only the tip of the iceberg.

As Federal agencies and programs evolve, their facilities need
changes. As a consequence, government-owned real estate often be-
comes underperforming, inefficient and functionally obsolete. The
real estate marketplace is constantly changing making portfolio
management increasingly challenging to the Federal Government.
The GSA’s property inventory has a replacement value of approxi-
mately $30 billion; 50 percent of its government-owned space is
more than 45 years old. GSA estimates that its current reinvest-
ment needs exceed $4 billion over the next 5 years.

This legislation will correct problems in current law which allow
these buildings to be—today to be underutilized and wasting tax-
payer dollars. By partnering government agencies with private sec-
tor investment interests to revitalize the property without lease ob-
ligations and debt guarantees by the Federal Government. This
means that the Federal Government can stop wasting taxpayers
dollars on empty buildings.

I appreciate the continuing dialog I have had with the adminis-
tration, GSA and other Federal agencies on this legislation, and
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look forward to working with them to pass much needed legisla-
tion.

I want to thank you, Mr. Chairman, for your interest in this mat-
ter and holding this hearing, and I hope that we can highlight
changes that are necessary and needed in the law and I thank each
of the witnesses for their attention today to the efficiency of the
U.S. Government.

Thank you, Chairman.
Mr. HORN. Thank you very much.
I have one question, then I’m going to turn to Mr. Turner and

then we’ll alternate 5 minutes per person. What I want to know
just going down the line is what do you feel is the proper number
of years for a lease term, and what’s your rationale behind it, if we
can do it very succinctly? Yes, let’s start with GAO.

Mr. UNGAR. Mr. Chairman, I don’t have a magic number. I think
for the situations that we’re talking about here with partnerships
with the private sector, it certainly would be enough years that the
private sector would find it advantageous to enter into the agree-
ment, and in those cases where I indicated where we’re dealing
with special properties that needed a substantial investment, it’s
more likely to be more than 20 years and maybe more than 30
years obviously.

Mr. HORN. So you would do 30.
Mr. UNGAR. At least that, and probably more in those cases

where we’re talking about historical properties or properties in eco-
nomically depressed areas that require a substantial amount of re-
investment. In those cases, it may have to be beyond 30, but there
ought to be probably a general rule and Congress can control that
by perhaps saying if it’s more than a certain amount of time, be-
cause it’s 30 years, having some kind of a special process within
maybe GSA or elsewhere to approve it.

Mr. HORN. Mr. Bibb, how about you?
Mr. BIBB. Well, Mr. Chairman I think my answer would depend

upon the use that you’re putting the property to. Certainly if you’re
talking about simple vacant space within a Federal building, a 20-
year term to recover the amortization and space improvements
would be fine. If you’re talking about the type of full blown public-
private partnership that Congressman Sessions has proposed
where you are dealing with complete renovation of a building, I
agree with some of the comments that Mr. Weiner made, that the
longer the term, the more like ownership—more like an ownership
position that the developer for the development entity has, prob-
ably the better rates you can get. So I can’t give you an exact num-
ber. We’ve proposed either 20 or 35 years, depending upon the situ-
ation, but we’ve also recognized that the legislation is not really in-
tended to develop property for leaseback for Federal agencies. I
think if you’re going to do that economically, it would take a longer
term.

Mr. HORN. Admiral.
Admiral SILVA. Mr. Chairman, my comments are very similar to

the first two witnesses and the statement made by Mr. Weiner. I
really don’t have a lot of practical experience with this, but I be-
lieve that it should be looked at on a case-by-case basis or a cat-
egory-of-use by category-of-use basis. And that’s all I have, sir.
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Mr. HORN. Mr. Weiner, how about it?
Mr. WEINER. The timeframe has to be, for a project of any con-

sequence, at least 50 years. Thirty-five years that the VA has used
has limited the size and scope of a number of projects. The devel-
oper—the private sector developer that goes into a partnership goes
in thinking about its exit strategy. That’s the nature of real estate
business. The developer wants to be in for 3 to 5 years, maybe 10
on a complex project, and then sell its interest to a long-term play-
er like a pension plan or a life company. They need a long lease
term so they have something to sell as part of their exit strategy,
and even 35 years is just too short for major projects.

Mr. HORN. Ms. Foscarinis, what are your feelings on this?
Ms. FOSCARINIS. I don’t think we have anything to say on this

particular provision since that’s not really our concern.
Mr. HORN. OK. Mr. Perica—you finished on that?
Ms. FOSCARINIS. Yeah.
Mr. HORN. Mr. Perica.
Mr. PERICA. I believe the National Association would not have

any input on this particular provision.
Mr. HORN. Now, is your group primarily on personal property,

not the real estate?
Mr. PERICA. Not on the real property at all.
Mr. HORN. So you don’t have an opinion either on this then?
Mr. PERICA. No.
Mr. HORN. OK. Well that’s one thing I think we have got to deal

with, so I was interested in what you have to say on it.
I now yield 5 minutes to the gentleman from Texas, Mr. Turner.
Mr. TURNER. Thank you, Mr. Chairman.
It seems clear to me when I look at the comparison between the

GSA draft bill that’s already been introduced in the Senate and
H.R. 3285 that it presents several very key and critical issues that
we have to resolve. I know suggestion was made a minute ago that
perhaps some of the provisions could be merged, but when I look
at the comparison, there are pretty clear conflicts in what the two
bills would propose to do, and I think that we need some comment
on that.

I don’t know how many of you have looked at the comparison
that I have in my hand. I don’t know who put this together, if staff
did, but I think it would be helpful for our witnesses to look at that
and give us our thoughts on the differing approaches to the prob-
lem.

And I guess to get ahold of one that maybe is a little more man-
ageable, I found it interesting here, the testimony on the provision
of the law regarding the homeless. And perhaps Mr. Bibb is the
one to ask the question, but I’d like to know a little bit more about
what the controversy was in the case involving the Federal court-
house in Lafayette. Because, obviously, there seems to be a prob-
lem in this area that we probably have an obligation to ferret out
and to try to resolve; and, obviously, the two bills even deal with
that issue a little differently. Could you give us a little history on
that and what the conflict is and why that conflict arises appar-
ently more often than we would like?

Mr. BIBB. I’d be glad to. Would you like me to start with com-
parison of the two bills or move to Lafayette?
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Mr. TURNER. Perhaps you could tell us how the two bills differ,
and then maybe that will work into your discussion of what hap-
pened in Lafayette.

Mr. BIBB. OK. Just briefly, there are areas where the bills are
very compatible. The GSA bill is broader in that I represent the Of-
fice of Governmentwide Policy, and the bill has been written to af-
fect all agencies who are covered by the Federal Property Act. Con-
gressman Sessions’ bill, although it does allow for the GSA admin-
istrator to delegate certain authorities, is aimed more at the GSA
inventory, which is really only one-tenth of the total Federal inven-
tory of real property.

So our bill is broader. We have pieces on sound life-cycle plan-
ning and management, like the appointment of a senior real prop-
erty officer. We think this front-end planning phase is important.
That’s not to say that Congressman Sessions wouldn’t agree with
that, but we have actually placed that into the bill.

We have a broader variety of tools. In addition to outleasing, we
have sale exchange, retention of proceeds if a property is sold, and
public-private partnership, as we have discussed.

Congressman Sessions’ bill is very broad, intended for broad use
by Federal agencies in leasing back either the renovated or newly
constructed facilities. Our bill was submitted in recognition by the
administration that because cash on the barrel is a less costly al-
ternative than financing from the private sector that we would not
use that or would not recommend using that as a major tool for
meeting Federal space needs.

And then Congressman Sessions has a broad section on govern-
mentwide performance measures which we do not have in our bill.
We like performance measures. In fact, we’ve been leading a gov-
ernmentwide effort to begin to compile those from agency to agen-
cy. We’ve been doing that voluntarily and would, frankly, like to
pursue that. But the inclusion of performance measures in our bill
is something we don’t have there, but certainly we could discuss.

So I think the thrust is to get the agencies to manage their as-
sets better, and there are varying tools in the two bills, but the
idea is common, I believe.

On the homeless issue, I would like to make just—if I could have
just a couple of minutes to respond to Ms. Foscarinis’ concerns and
questions—is that acceptable? And then I’ll move to the Lafayette.

Just in perspective, and we will submit the records we have on
transfers to homeless groups, our numbers, the numbers I have
with me show over 60 properties valued at over $60 million since
the act was passed.

We believe by introducing incentives into Federal real property
management that we’re going to create a climate where more prop-
erties are identified for a variety of different uses, whether it’s sale
exchange, either limited or more full public-private partnerships,
for sale for retention of proceeds, and as unutilized or underuti-
lized. This means homeless groups get an opportunity at the prop-
erty. So I envision more, not less.

Another point I’d like to make is simply the huge magnitude of
the Federal inventory. We have in all agencies 3.2 billion square
feet of space. That’s a staggering number.
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Just to put it in perspective, if you take the Washington, DC,
market from the Dulles corridor to Rosslyn to downtown Washing-
ton to Bethesda, there’s some 22 million square feet in the Wash-
ington, DC, market of commercial space. The Federal Government
owns approximately 14 times the amount of space as in the entire
Washington market.

That’s not all in office buildings. A lot of that is in storage, spe-
cial space. But the point I’m making is, it is a huge inventory, al-
most beyond the ability to grasp it; and within that kind of inven-
tory my feeling is there are all kinds of opportunities for everybody
to play here. There are lots of opportunities for public benefit dis-
counts for park land and that sort of use. There are lots of opportu-
nities for homeless groups to acquire properties, and there are lots
of opportunities for the Federal Government to recoup or take ad-
vantage of the equity in their properties and do something with
them.

I’m not going to comment about each of the factors that were
identified as being in the bill. Some of them I’m a little mystified
by, such as the taking away——

Mr. HORN. Would you mind sending us a letter on this that we
can put in the record at this point?

Mr. BIBB. I certainly will.
One last point on that. I would say I’m a little surprised, genu-

inely surprised. We felt that we had coordinated the entire bill
with the—Ms. Foscarinis’ group through both the Domestic Policy
Council and HUD and had, in fact, offered an annual payment
from property proceeds in lieu of a claim on each and every prop-
erty. So I’m surprised. I felt like we’d reached agreement. Obvi-
ously, we hadn’t; and we’d be happy to work to resolve those.

On the Lafayette case, I don’t know the details other than at just
a very surface level; and I’d be glad to provide that for the record.

Mr. HORN. Without objection, it will be put in at this point.
Mr. BIBB. My understanding is the disposing agency—in this

case it was a public building service property, a GSA property—
that the folks dealing with the disposal of that embarked on using
a piece of the—not a piece of the Property Act, an older Surplus
Property Act. Whether they should have or not, I don’t know. As
I understand it, it’s been in court; and the court will resolve that.

Mr. HORN. We have a vote on the floor, and so I’m going to ask
Mr. Ose—5 minutes for questioning. And then we’ll go over to the
floor, and we’ll be in recess until probably 10 after noon, and we’d
like you to stay for the questions.

Ms. FOSCARINIS. Mr. Chairman, perhaps we could respond then
in writing if we’re not going to—if we don’t have an opportunity to
respond now to your questions about Lafayette.

Mr. HORN. If you could file it for the record. Thank you. We’ll put
it at this point.

[The information referred to follows:]

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00118 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



115

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00119 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



116

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00120 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



117

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00121 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



118

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00122 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



119

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00123 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



120

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00124 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



121

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00125 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



122

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00126 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



123

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00127 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



124

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00128 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



125

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00129 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



126

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00130 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



127

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00131 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



128

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00132 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



129

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00133 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



130

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00134 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



131

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00135 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



132

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00136 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



133

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00137 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



134

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00138 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



135

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00139 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



136

Mr. HORN. Mr. Ose.
Mr. OSE. Mr. Chairman, I don’t need the 5 minutes. I can submit

my question in writing.
The question—that really boils down to, I have a copy of a letter

dated February 24th signed by Jacob Lew suggesting that agencies
retain the excess proceeds from a redeployment of their real prop-
erty assets, and that is reflected in the GSA’s draft bill also. And
I guess my question would be, is why would Congress not retain
discretionary authority over an appropriation? I don’t understand
the logic behind giving the agencies the discretion over the recap-
tured proceeds. So I will submit a question in the interest of time.

Mr. HORN. You might want to do it now while the Federal offi-
cials are here.

Mr. OSE. Paul may have some questions, and I’d be happy to
defer to him. I’d be happy to submit it in writing.

Mr. HORN. OK. Any other questions?
Mr. OSE. No. It was just very structural in nature.
Mr. HORN. Gentleman from Pennsylvania, Mr. Kanjorski, 5 min-

utes for questioning.
Mr. KANJORSKI. I don’t know if we’re going to have 5 minutes,

but I’ll try and be prepared when the next bell goes off.
Sitting here and listening to the testimony today and some of the

Members’ questions, it seems to me that we really have a hearing
on three distinct areas, and that is, one, the handling of surplus
real estate for nonreuse of the Federal Government. And that is a
problem, and we should address it as a problem. Then we have Mr.
Weiner’s position of using the private sector to avoid immediate ap-
propriations and provide for the needs of the Federal Government
in a leasing operation, which is I think acceptable.

Mr. HORN. Let me interject and say, when Mr. Kanjorski is done,
we will be in recess until 10 after 12.

Mr. KANJORSKI. We should study that as to its ramifications gov-
ernmentwide. And then, of course, we should examine the private
property problem, and how it impacts on everything from the HAP
program to the homeless program to the State program, which is
very complicated.

I think that in listening I’m not sure that all of us understand
how big a problem we’re talking about and how large a ramifica-
tion it is and why it should take a great deal of the attention of
the Congress to work with the Federal agencies to do it.

First, I would compliment GSA. I’ve worked with them over the
years. They have very frustrating problems where they can do
things that are effective and efficient, but they don’t have the legal
authority to do it and, very often, a very valuable piece of Federal
property will go literally to waste because there’s no way under the
existing authorities of the law to handle the problem.

Two, there’s a tremendous turnover in government, so we lack
sometimes institutional memory, which is a big problem.

Three, we do not have transparency of the Federal inventory of
property because there’s literally no way to know all the property
of the Federal Government that’s available both in the nature of
real estate and personal property. So that there develops a culture
within the reuse of the property community that has to be watched
out for because it could eventually cause abuse and fraud and mis-
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management. I think every administrator that I’ve been working
with at GSA has struggled with it, every property person has
struggled with that, and I think that’s what our friend here from
the State agencies talked about.

It is very nice to limit the timeframe in which you control prop-
erty, 18 months or 5 years. But in some communities you find peo-
ple going to work using the State system. They get a piece of prop-
erty, and if the day after they have that property they can pass it
off as a private transaction, they will go into business for them-
selves. Then you have a problem diverse across the country of
small communities versus large communities, sophisticated States
and unsophisticated States and the balance of those assets going
back.

And then, finally, particularly in the real estate field, if you look
at the map of the United States and you take the Mississippi as
the dividing line, two-thirds of the land mass West of the Mis-
sissippi is Federal property. Now that property was either acquired
by purchase or development; and the question is, who in the Fed-
eral Government should benefit from it? Who in the various States
should benefit from it?

I think I made a point the other day addressing this issue that
in the buildup of the cold war, States like Pennsylvania who are
not well-known for industrial—military industrial complexes or
military installations didn’t receive the economic largess of the
Federal Government, but it was a war effort. Now that the Third
World War has not been fought and the cold war is, for all intents
and purposes over, all these Federal assets, both in the Defense
Department and the Energy Department, which amount to hun-
dreds of billions of dollars in assets, how should they be disposed
of in an equitable way to the taxpayers who put in the money to
pay for it?

Well, if you are going to give it to the communities or to the
States where the property is located, you’re going to find out that
probably a third of the property goes to the South, and the other
third or 40 percent goes to the West, and maybe 5 or 10 percent
ends up in the rust mill of the Midwest or Northeastern part of the
country; grossly unfair distribution of assets.

As a matter of fact, in our base closing policy that we activated
several years ago, it was a perfect example of what really was a
detrimental occurrence. You have distressed communities of the
United States that do not have Federal property or Federal invest-
ments that can be reutilized, and yet you have very wealthy and
very successful areas in the United States that have the benefit of
a growing economy because of the largess of the Federal Govern-
ment investment. And then, when we closed the bases, we handed
these facilities over to these States and these localities. So that the
disproportionate fact is Texas and California got superindustrial
parks with airports and warehouses. The Midwest, to a large ex-
tent, and northeastern Pennsylvania got very little.

So it was a negative hit in an economic development sense to-
ward the States that didn’t benefit from the largesse of the buildup
of the cold war. And now when we build down we lose again, and
I think that’s something to look at.
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In listening to the homeless organization, I think that’s a prob-
lem that can be solved, and I calculated in my mind about $4 bil-
lion would house all 800,000 homeless people. That should not be
a holdup. In a lot of instances, while we did act sympathetic, we
gave rights that now cost us hundreds of millions or maybe billions
of dollars of losses to protect those rights.

Anyway, I think these issues are very large. I think they cer-
tainly warrant further hearings and examination, and I am cer-
tainly available to work with all my friends on that.

Mr. OSE [presiding]. Congressman Kanjorski, could we recess?
We’d be happy to come back for questions. So we’re in recess until
12:10.

[Recess.]
Mr. HORN [presiding]. Subcommittee will come to order.
Let me ask you, just down the line, the administration’s bill

would authorize agencies to retain and spend proceeds from the
sale of real property assets without further authorization or appro-
priation. While creating an incentive, this approach reduces Con-
gress’ ability to oversee these funds. I’d just be curious how you
think about that.

Mr. Ungar.
Mr. UNGAR. Mr. Chairman, we certainly think that this is an

issue that the subcommittee needs to address. It was one of the
concerns that we certainly had when we looked at the bill. There’s
no question in our mind that the agencies need to have a source
of funds in addition to appropriations for repair and alterations.
We found that across government, including in DOD, VA, GSA, and
other agencies.

The question is how far you want to go with that, and I think
that’s up to you. One possibility would be to require a plan in ad-
vance as to how the agencies want to spend the proceeds and then
having some kind of report at the tail end as to how they actually
did.

There is a requirement in one of the bills for a report after 5
years from GSA and also a review by GAO. That would certainly
help, but that’s a long period of time to go without any congres-
sional oversight.

Mr. HORN. Well, as you look at—and I don’t know what compari-
sons the GAO has on it—but how can Congress ensure that pro-
ceeds from the sale of real property assets are appropriately spent
by the Federal agencies? What is the process now? I know we’re
probably short on preventive maintenance.

Mr. UNGAR. I’ll start, and maybe Dave Bibb would like to add on.
I know right now for the larger dollar projects there’s a prospectus
process, at least in GSA’s case, whereby for projects that involve
$2 million or thereabout, GSA has to provide what’s called a pro-
spectus, or a plan, to the appropriate House and Senate authoriz-
ing committees. They would review that plan. The plan looks at the
need for the project, discusses alternatives, and then explains how
GSA arrived at the decision it did. This provides both Houses of
Congress and relevant committees with background information
and details which they can then decide upon.

While the processes in these bills would provide information
front for the actual use of the tools, such an arrangement is not
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identical to the prospectus process, but it at least would give you
some information. Where it’s a little unclear is on the tail end.
Once the agency goes through the transaction and has the money
in a capital account, what oversight does Congress have there? And
it’s at that point where we think there needs to be some informa-
tion coming to Congress on perhaps the planned use and then
something on actual use.

Mr. HORN. Mr. Bibb, and I guess Admiral Silva also, with all of
the property you have, what are your thoughts on the approach
suggested by the General Accounting Office that would require pro-
ceeds from the sale of property to be deposited into a centrally
managed account?

Mr. BIBB. Mr. Chairman, I think we’re not particularly in favor
of a central account simply because we’re trying to encourage re-
sponsible asset management by each Federal agency. We’d prefer
to see individual accounts.

We do think some controls are needed. There are some controls
in the bill, such as specifying what the amounts in that fund could
be used for, but I expect that is an issue we need to have extensive
discussion about before the bill is finally passed. I believe central
control—the government is so big in its real property inventory
that I’m not comfortable with one place making decisions on each
and every transaction.

Mr. HORN. I take it in your development of it you would want
to place the responsibility on the chief operating officer, chief exec-
utive of the particular department or agency?

Mr. BIBB. The bill would provide for a senior real property offi-
cer, and that’s where we would like to place the accountability, yes.

Mr. HORN. And that would essentially be in the Treasury?
Mr. BIBB. That would be an officer in each agency responsible for

prioritizing and accountable for the spending of that money.
Mr. HORN. And it would be deposited in the Treasury in some

account I take it?
Mr. BIBB. Yes. There would be agency accounts established with-

in the Treasury.
Mr. HORN. Yes. And the use of it would simply be whether the

chief executive or chief operating officer signs off on it or delegates
it?

Mr. BIBB. As long as it’s used for the purposes specified in the
bill.

Mr. HORN. Do any States have this type of process, do we know?
Mr. BIBB. I don’t know the State process on that particular piece.

We have talked with the States about using some of the other tools
in the bill but not on that particular one.

Mr. HORN. You might want to check if the GAO could on—with
the State of California and the State of New York, they have exten-
sive real estate, and how do they handle the maintenance which
everybody seems to want to avoid? And when we looked at one uni-
versity in California they had $4 billion in back maintenance that
they hadn’t done. They just let that account go. So now they have
a real problem, to say the least.

Well, any other thoughts here on this issue?
Admiral SILVA. Yes, Mr. Chairman.
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As we strive to be leaders and innovators in real property man-
agement, the more tools that a land holding agency has I think
that is good. But I also think that having some kind of a measured
and controlled way where the agencies can retain some, if not all,
of the proceeds from the real property transaction will provide
some incentives. I think that a lot of the agencies need to not only
have incentives but be able to reinvest through good initiatives into
opportunities that make sense. To your point about the mainte-
nance backlog growing, the opportunity to divest or through con-
structive reuse of facilities as to possibly avoid those costs, those
maintenance costs.

I think it provides a great incentive, particularly as you move
into good asset management through the Federal Government.

Mr. HORN. Let me ask you about Governors Island. We have had
a hearing up there, and the Coast Guard for a while had custodian-
ship. Do you still have it?

Admiral SILVA. Yes, sir. It’s funded—protection and maintenance
funding is provided by GSA. But in our partnership agreement we
still have resources that provide the protection and maintenance on
Governors Island and carrying on the stewardship through the dis-
posal process.

Mr. HORN. Well, where are we on that process? Last I knew we
had the city and the State and some universities that perhaps
wanted to use it.

Admiral SILVA. GSA should probably speak to that issue. They’re
the disposal agent. The process is, to my understanding, continu-
ing; and that’s the extent of my knowledge on it.

Mr. BIBB. Thanks a lot, Admiral.
Mr. Chairman, I don’t have that information. I’m not in the oper-

ational side of GSA, but we will certainly——
Mr. HORN. Can we get a statement as to status of where we are,

just for the interest of it all? Does anybody have any thoughts over
here on that particular question of deferred maintenance and cen-
tral accounts versus agency accounts?

Yes, Mr. Weiner.
Mr. WEINER. Just one brief comment that Mr. Sessions spoke to

waste in the use of the existing inventory——
Mr. HORN. Pull it toward you, the whole works. Horrible micro-

phones in this building.
Mr. WEINER. Just as Mr. Sessions spoke to waste in the oper-

ation of the current inventory, there is the potential that the pro-
ceeds that are retained by individual agencies could also be subject
to waste. What is needed, though, is an incentive within the agen-
cies to motivate the agencies to participate. So with a properly de-
signed program that has accountability and addresses the sources
of where these proceeds are going to come from and what the end
intended uses are, subject to some oversight or review, perhaps by
this subcommittee, then you have the checks and balances that can
be a successful program.

Mr. HORN. Any other thoughts, Miss?
Ms. FOSCARINIS. Yes. I would like to point out two things. One

is that this process would represent a major shift in Federal policy
away from using these resources for public benefit uses and toward
using them for—to serve the agencies’ specific interest. I think
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maintenance is important, clearly maintenance is important, but
providing for maintenance at the expense of this shift in policy I
don’t think is appropriate. I also think it provides an incentive for
agencies to dispose of property, again, potentially at the expense of
other uses of these resources.

Mr. HORN. Mr. Perica.
Mr. PERICA. With respect to retention of sales proceeds, we have

a couple of thoughts, both from the personal property side and the
real property side.

One, we’ll echo the thoughts on accountability. We believe that
you all do a really good job of taking care of figuring out where you
want the taxpayers’ money to be spent, and we feel that the Fed-
eral agencies may not be concerned with the full aspect of what the
taxpayer wants, more to the point of what they’re trying to accom-
plish within their agency.

We feel by allowing retention of proceeds and that in that par-
ticular function of government of allocating those resources is
taken out of your hands, and we’re somewhat concerned over that,
with respect to the accountability. That’s about it with respect to
real and personal property, if that makes any sense. Thank you.

Mr. HORN. Now, Mr. Kanjorski was questioning the witnesses
when we broke for the four votes. Did you get all 5 minutes in?

Mr. KANJORSKI. I’m not sure if I did, Mr. Chairman, but I’m will-
ing to take another 5.

Mr. HORN. Well, one person hasn’t had a chance here, Mr. Ses-
sions, 5 minutes; and then back to Mr. Kanjorski.

Mr. SESSIONS. Also, Mr. Chairman, I recognize that I have been
given the opportunity to be here today as a result of the
favorability of this committee. I would be very pleased to yield my
time to the gentleman. I’m not trying to consume——

Mr. KANJORSKI. If you have questions, go ahead.
Mr. SESSIONS. That will be fine then. Thank you, Mr. Chairman.
I would like to direct my comments to Mr. Weiner, if you could

begin, and Rear Admiral Silva and Mr. Bibb.
I’m interested in specifically those things that deal with H.R.

3285, which is my bill. If you could take just a minute—because
I know that we’ve heard a lot of testimony today. If you could kind
of paint a picture about if this became a law what would happen,
the dynamic nature of what this would do to the marketplace and
to the realization of helping the government. Or, in your opinion,
Mr. Bibb or Mr. Silva, if you believe that there’s a downside, if you
would, or Mr. Weiner, if you see a downside to it, also.

Mr. WEINER. Well, this is not a panacea, and we’re talking about
your bill specifically.

Mr. SESSIONS. My wife tells me that every day, that I have some
good ideas, but it’s not everything. I must confess to you I’m used
to hearing this at home, too.

Mr. WEINER. Well, I’m trying to make you feel at home.
Mr. SESSIONS. Thank you.
Mr. WEINER. It’s a tool, and not all properties would lend them-

selves to a partnership approach. But the point is, if you have the
choice of letting a property sit underutilized, being a budgetary li-
ability instead of treating it like a financial asset, that is waste;
and if that particular property can serve a need of a Federal agen-
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cy and if its location and its other amenities make it attractive for
private investment, then you’re going to turn a liability into an
asset which will produce income, not drain income, to the Federal
Government.

So if the projects are properly selected—and I can’t emphasize
that enough, that this may apply to less than 10 percent or 5 per-
cent of the national portfolio—but if it’s there and it can be uti-
lized, then it will have a tremendous benefit.

The current prospectus program that’s used for appropriations,
that can take at least 3 years, often more for major capital projects;
and by the time those projects are approved, money is appro-
priated, the need has shifted. The money’s been appropriated. We
really don’t need it. Gee, we better spend it or we’re going to lose
it.

So things are just really inefficient the way they’re currently con-
ducted. Again, this is viewed as a supplement, not a replacement
to appropriations.

Mr. SESSIONS. And do you believe that the marketplace, people
who are engaged in this business across the country, would view
this as being favorable?

Mr. WEINER. Absolutely. We interviewed many of the large inves-
tors and developers years ago; and, if anything, the situation has
improved where developers are squeezed or pressed to find projects
that will drive the kind of returns I’m convinced these public-pri-
vate partnerships can produce at the Federal level.

Mr. SESSIONS. One thing in addition that I believe you and I
spoke about—and it was my view, you did not have to agree—but
this helps us use an existing supply of buildings that we have,
rather than going out and rebuilding.

Mr. WEINER. Absolutely.
Mr. SESSIONS. It helps us with a term that we all know, is urban

sprawl. It helps to utilize very carefully those things that are,
many times, on bus routes, in inner cities where we already have
goods and services, where we already have infrastructure around
those areas. And I think that that’s a real advantage, and I hope
it will be seen this way by the marketplace.

Mr. WEINER. And to embellish that point, in some situations that
I’m familiar with, the local governments view that as an incentive
to urban renewal, that it can help facilitate their urban renewal
plans by seeing the renovation of Federal facilities. So it really has
a lot of local public policy benefit potential.

Mr. SESSIONS. That which one time was a diamond or a jewel
could still be that in the current place by someone else, and I think
that that’s an advantage.

Admiral, do you have any comments related to either of those
questions?

Admiral SILVA. Yes, sir. As I said before, I’m looking for all the
tools that I can get to manage our shore assets better. However,
I think that the tool of the public-private partnership for the Coast
Guard is a limited tool, limited use tool from the prospective of we
have very few large facilities and very many very small facilities,
that I’m just wondering whether it would be that the tool of public-
private partnerships would be applicable and economically advan-
tageous to you.
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As I mentioned, we have like 1,600 sites in my opening state-
ment, which we have 66,000 acres of property. So most of our as-
sets are 25-person small boat stations up and down the coast and
on the rivers and so forth; and I’m not sure that that tool, while
we’d be able to use it to a certain extent, would be the total solu-
tion for the Coast Guard.

Mr. SESSIONS. Good. Thank you.
Mr. Bibb.
Mr. BIBB. Mr. Sessions, from a parochial standpoint I think it’s

a terrific real estate tool and would have broad application, but I
recognize and I think this committee has to look hard at the broad-
er issues, and it’s in the context of the broader budgeting issues
that we have to look at this.

In February, the Director of OMB wrote a letter to Chairman
Horn expressing the administration’s position. That was not done
lightly. I can assure you there was a lot of discussion within the
administration about whether this tool was the way to go or not.

The bottom line was the administration felt that it could not en-
dorse a tool which is second best in terms of budgetary impact. We
would all agree that cash on the barrel is the least expensive alter-
native—pay cash for your renovation on your facility. And, ulti-
mately, a decision was made within the administration to rec-
ommend as a matter of policy to the Congress that we go with the
second-best alternative would not be, within the context of the larg-
er budget debates, the responsible thing to do. So, from that stand-
point, it was not offered up, but it was certainly looked at hard.

And again, from a very selfish standpoint, I would love to have
the tool to run a real estate program with. It’s just this larger
context——

Mr. HORN. Without objection, I would like to put in the record
at this point the letter to which you referred from the Director of
OMB to myself and a copy to Mr. Turner dated February 24, 2000.

[The information referred to follows:]
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Mr. SESSIONS. Chairman, I would like to thank the witnesses
that we’ve had today. I believe each and every one of them have
brought forth not only compelling arguments but it’s been done so
in a very forthright manner, and I appreciate not only their indul-
gence on this matter but also my colleagues on both sides of the
aisle to be here today on this important issue. I yield back.

Mr. HORN. Thank you.
The gentleman from Pennsylvania, Mr. Kanjorski, for 5 minutes.
Mr. KANJORSKI. Mr. Chairman, I’m going to give an example of

sometimes how you can’t make an evaluation whether something
is more efficient being done by the appropriation method or the
lease-back private partnership.

In my District, I have an experience where we have a beautiful
GSA-constructed facility, a computer facility for the Social Security
Administration. It’s well designed, well-built, but it took 10 years
from the point where we appropriated and authorized the construc-
tion until final construction.

On the other hand, I have an example of an old brewery that was
in existence and abandoned for 20 years, and the post office needed
to expand its facility. And in an arrangement between the GSA, the
post office and a private partnership, work was completed within
2 years——

Mr. HORN. What city was that in?
Mr. KANJORSKI. Wilkes-Barre.
Mr. HORN. Wilkes-Barre.
Mr. KANJORSKI. And if you looked at the 8 years of delay and tie-

up of funds and you amortize that value on the front end cost, you
may actually find out that the private partnership in reconstruc-
tion rehabilitation was a much cheaper investment for the U.S.
Government. And so I am delighted that we have the issue, but I
think it is a very complicated issue.

I particularly have worked very long over the last 5 or 6 years
with the Department of Energy. The Department of Energy has
identified approximately $50 billion worth of excess assets amount-
ing to 12,000 real estate locations and 4,000 warehouses. I’m em-
barrassed to say most people don’t know what’s in those ware-
houses in terms of actual equipment or value or reuse potential.

If we were to perhaps go as broad as we are going now without
the protections, the fear that I would have with the turnover of the
high administration people over 2 years in the Federal depart-
ments, nobody would have an institutional memory or knowledge
of what’s going on. And there is a culture that would grow, just as
the Beltway bandits have grown up to become contractors of the
government. If you turn loose $100 billion worth of property for
reuse reallocation sales, you’re inviting that without really ade-
quate control and oversight by the Congress and the agencies and
someone with that institutional memory.

So I would like to see the process move forward but with a little
more involved hearing processes and field examinations and really
getting out there and working with these people.

And, ultimately, if I had my way—you know, we’ve heard such
a divergence of testimony of different interests and potential hap-
penings, everybody with the common end, we want to get a better
bang for the buck for the Federal taxpayer, but the question of how
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to get it done remains. It seems to me, just by calling this hearing,
what you succeeded in doing is showing how multifaceted the prob-
lem is. And in order to iron out these differences maybe we have
to break the bills up into two or three, concentrating on real estate,
concentrating on avoiding the appropriation process and going
through the partnership process and how to handle personal prop-
erty.

But it would seem to me a roundtable discussion on these var-
ious aspects, allowing more concentration and greater focus, would
be very helpful. In this discussion, the real people and those in the
audience here that have the insight and knowledge of what’s going
on could have their information and knowledge used in the struc-
ture of the legislation to go forward.

But I think we have to—to the best of my mind is—identify En-
ergy, Department of Defense and probably GSA as the major prop-
erty people, and they hold excess property well over $100 billion.
I couldn’t even estimate it.

If we pass this bill, it would seem to me—give an example to the
Admiral here. I represent a development company, and I come to
you, and I say, you’ve only got 66,000 acres of land, but they’re on
the East Coast of the United States, Florida to Maine, and the
West Coast of the United States, Seattle to San Diego, awfully nice.
I just spent a week in Florida at one of your installations, right
near it, 166 acres at a little inlet, a little Coast Guard station, a
doctor’s inlet I think it is; and I sighted about 10 acres of land that
would be beautiful for a 300 to 400 apartment condominium.

Now, I have this bill. I want to rent that land from you. I want
to put up the 300 condominiums, and you’re going to derive out of
that, say, the value—pick a figure—$10 million, and you don’t have
to do anything with it. And the commander would like another jet
plane. He says, hell, I just trade this little lease off, and I got my-
self a jet plane.

And I think that’s a problem. I think if you magnify that problem
what it could be—maladministration, misadministration or lack of
information—could be a catastrophe. And I think, in anything we
do like this, that I have worked with GSA and surplus property for
16 years now, actually longer than that, before I came to Con-
gress—they are very successful sometimes in the reutilization of
property, particularly to the States and municipalities, but it
doesn’t work perfectly.

I think if we don’t take the time when we’re making the correc-
tion we may have a possibility that we’ll—maybe only 1 out of 100
will be a charlatan, but, believe you and me, the administration,
the leadership of that Department and this Congress will be gross-
ly embarrassed if that one out of a hundred charlatans occurs.

So the ownership of property in the Federal Government is so
huge, so diverse and so complicated an issue that I’m not sure a
single bill addressing all of those issues can be added.

Let me give you one example, again going to surplus property;
and we talked about it the other day. The Federal Government al-
lowed an amendment to this bill to allow the HAP project, which
is overseas nations coming in and getting surplus personal property
from the U.S. Government. It initially occurred in overseas bases,
and it was intended for poor countries who needed pieces of equip-
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ment. But now it’s been extended to the extent that foreign rep-
resentatives can come to the United States to any surplus area and
have priority over any State or municipality or any other agency
of government of getting this equipment. And I’ve seen experiences
where they literally have come in and taken millions of dollars
worth of equipment. The government pays to haul it to wherever
they want to take it.

Mr. HORN. We’ll continue this, but could we have Mr. Sessions
5 minutes and you get another 5?

Mr. KANJORSKI. It sits there and deteriorates. And I think we
have to look at those programs, too, and put them in perspective.

Mr. HORN. Those are good suggestions.
Gentleman from Texas, 5 minutes.
Mr. SESSIONS. Mr. Chairman, thank you.
I would just respond back to my colleague who has offered some

very thoughtful insight, and I would say that I think that there
could be a way for us to get together. It could be one piece of legis-
lation. I think we could incorporate the feedback that we’ve re-
ceived from each one of you today.

As the main sponsor of this bill, I will tell you that I intend to
do that. I intend for us to work together. I intend for us to take
the good parts of the bill, being as reasonable as I am, and taking
the things that some other people feel are reasonable. I intend to
move this bill. I intend to take the feedback that’s been given
today, and I intend for it to be an opportunity for my colleagues
on both sides of the aisle and for those in the administration and
outside to come together on a consensus bill. I think it’s possible.
I think it’s possible for me to take what we’ve heard today and
move it forward.

I would also, with great respect, tell the gentleman from Penn-
sylvania that if we had been able to do this that I would like to
move it. If we have not, then I will engage in hearing more testi-
mony, and I would ask this chairman to do that. But I believe that
for the good of the taxpayer and the good of the industry and the
people, the industries and the people who are here, that I think we
can get closer and that, in my opinion, I have gained great knowl-
edge and have benefited from what has happened today.

So I intend to move forward to see if we can gain consensus. Mr.
Kanjorski, I promise that I will continue in this endeavor and will
work with you, including the gentleman from Texas, Mr. Turner,
who brings great depth to this argument and discussion also.

So, Mr. Chairman, I yield back my time, but that is what I in-
tend to do as a result of this time that we’ve spent together.

Mr. HORN. I think it’s a good suggestion. And we will have Mr.
Turner, Mr. Kanjorski and Mr. Sessions all, two Texans and a
Pennsylvanian, and that will be the subcommittee that put this all
together which I will delegate delightedly to see what happens. So
we’ll proceed in that way, and you can all share ideas with each
other, and I think you will have a pretty good product coming out
of this. And if you want to do it before the August break, why good
luck. If you want to do it after, we’re going to be here every day
in September, probably so.

Mr. SESSIONS. Well, I would, as the chairman has offered, I do
intend to work diligently and would anticipate that September—be-

VerDate 11-MAY-2000 09:55 Aug 02, 2001 Jkt 000000 PO 00000 Frm 00153 Fmt 6633 Sfmt 6633 C:\DOCS\72934.TXT HGOVREF1 PsN: HGOVREF1



150

fore the end of September timing, would say that we must do that,
and so I will engage in that time line. Thank you, Mr. Chairman.

Mr. HORN. Admiral, I have just got one question. Since Mr. Kan-
jorski has explored all the Coast Guard properties on the East
Coast, I want to say something for the West Coast. Have you ever
been at the—what was the home of the commandant commander
of the 11th Coast Guard District? Have you ever been there on Ter-
minal Island?

Admiral SILVA. No, sir.
Mr. HORN. OK. Well, you should go there. It’s really a marvelous

piece of land, and we’re very sorry—we have great respect for the
Coast Guard, but we’re sorry you moved out of southern California
where the action is up there, where you’ve got a couple of bridges
you can look at. But another part of the State—you’ve been to San
Diego?

Admiral SILVA. I’m on a plane to San Diego this afternoon, sir.
Mr. HORN. Well, take it to Terminal Island. Because that prop-

erty—the only worry is when you have got a few escapees from the
Federal prison on that property, but that’s under control, usually.
But this is one of the most beautiful homes in southern California,
with several acres around it. If you put that out for auction, you
would either put it in the Coast Guard Academy’s foundation or
some place—let me tell you, that would be at least $10 million for
that home. Now that home was never built for the Coast Guard.
Believe it or not, it was built for the chief public health officer in
1934, and they lived very well.

Mr. SESSIONS. Or did.
Mr. HORN. Well, the Coast Guard Commander, until they moved

north, that was his home; and it was a great place to entertain.
So I like the suggestions you gentlemen have agreed on. And so

let’s hear what we get out of that, and I’ll be glad to do whatever
you want in getting more witnesses in, whatever. So you’re quite
welcome. So if there’s no further questions—do you have some
more? Do you have any more?

Mr. SESSIONS. I’m done, sir. Thank you.
Mr. HORN. We will then put this in recess rather than adjourn.

We’re in recess subject to call of the Chair. Thank you very much.
I would also like to thank the following people: J. Russell George,

staff director and chief counsel; Randy Kaplan, counsel; Bonnie
Heald, director of communications; Bryan Sisk, clerk; Elizabeth
Seong, staff assistant; Will Ackerly, intern; Chris Dollar, intern;
Davison Hulfish, intern. And for the minority, Trey Henderson,
counsel; and Jean Gosa, minority clerk. Also, our court reporter of
debates, Melinda Walker.

[Whereupon, at 12:50 p.m., the subcommittee was adjourned,
subject to the call of the Chair.]

[Additional information submitted for the hearing record follows:]
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