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Good morning Chairman Denham, Ranking Member Norton, and members of the
Subcommittee. My name is Michael Glosserman, and | am Managing Member of The
JBG Companies. Thank you very much for inviting me today to testify in support of H.R.
1734, the "Civilian Property Realignment Act’ which was introduced by Chairman
.Denham last week. | understand that the Administration also has released a similar
version of the bill.

The JBG Companies has been an active investor, developer and manager of
commercial real estate properties in and around the Washington, DC metropolitan area
for over 50 years. We have developed, owned or managed over 30 million square feet
of office, over 15,000 residentia! units, 4,000 hotel rooms and over 5.5 million square

feet of retail.

Over the years, we have worked extensively with GSA on a number of high profile
'projects including the development of the 1.4 million square feet Department of
Transportation Headquarters, which we still own, and other large leases throughout the
city. We are also moving forward with projects for the National Cancer Institute and
Social Security Administration. We have enjoyed our close cordial relationship with
GSA over the years to create highly efficient projects and leases that meet it's
requirements for security, energy efficiency and functionality. While our experience is
predominately with GSA in the Washington Metro Area, we believe that the Civilian
Property Realignment Act is an important step towards providing additional efficiency for
all of the Government's real estate portfolio and will generate significant value for the
federal government.

Many of the properties in the Government's real estate portfolio are in prominent
locations on sites with significant excess density and therefore, significant untapped



value. The Civilian Property Realignment Act would provide the Government with the
ability to capture that additional value and reduce costs for taxpayers through the sale,
re-positioning or re-development of these assets. Many existing Government buildings
are highly energy inefficient and demand significant annual maintenance funding to
continue their operations. Many of these buildings are in desperate need of capital
reinvestment, yet the Government lacks the funds to make the necessary capital
improvements. The Act would provide a path for the Government to put its agencies
into new or renovated buildings at little or no cost to the taxpayers, given that the
Government would be able to take advantage of the significant value that already exists
on many of their sites. '

Put very simply, the Civilian Property Realignment Act provides a ‘win-win’ situation for
the Government and the private real estate investor community. Under the Act, the
Government would be able to transition many of its agencies into new, more energy
efficient facilities that require significantly less annual maintenance expenses. The
private sector would be able to invest in prominent real estate sites that were previously
unavailable. Depending on.the Government's needs in a particular location, the
Government could sell a portion of an existing site to a private investor or developer and
use those proceeds for a newly constructed building on the remaining portion of the site.
The private sector portion of the site could be developed hased on highest and best
use, either to create an improved mix of uses including office, retail, residential or hotel
that would support the area. As | noted previously, the untapped value in many of the
existing Government sites is large enough to cover the cost of constructing a new
federal facility without any net outlay by the Government over the payment received for
excess density from the private sector. In fact, | believe many of these sites will even
produce excess capital that can be returned to the Government and used towards debt

reduction,

| would like to offer an example to you to show how dramatic the value proposition can
be both for GSA and for a private sector investor. The Old Post office has been used in
recent history as an office building. This wonderful building has been sitting
underutilized for almost two decades. During this pericd, the Government has spent
more money to operate.and bandage the building than it has received in rent from the
current federal occupants. | believe this has been previously reported as being in the
range of a five million dollar loss per year. Over this period the building has also been
allowed to slowly degrade through the Government’s inability to appropriate sufficient
dollars to undertake the massive recapitalization that was required. Yet this building
has significant value to the private sector. If this legislation had been available, this
federal building would have been a prime candidate, returning to the Government much
needed funds to reduce the budget deficit or renovate other federal assets. The Civilian
Property Realignment Act will pave the way for these kinds of opportunities. ‘



I would also like to add a few suggestions for your consideration:

1. | urge that the Commission be-empowered to identify opportunities that are
outside the scope of what may be recommended by individual agencies. Many
undervalued properties or sites with excess density or alternative value-add
opportunities are likely to be overlooked by Government agencies, which do not
possess real estate expertise. Some of these opportunities may in fact be
identified by the private sector, and the Commission should be permitted to work
within a framework that encourages and invites this private sector participation.

2. Agencies may need to be incentivized 1o find real opportunities. Consider
providing funding, resulting from the value created, back fo the agencies to pay
for replacing antiquated facilities or renovating existing facilities.

3. Timing a real estate transaction to maximize value is difficult at best. The
timeframes proposed appear to work for a majority of the transactions, especially
those involving outright sales. However, many transactions may require
substantially longer periods to extract the potentiai value. [ would encourage you
to consider imposing longer timeframes for certain categories of assets.

There are many capable firms in the real estate industry, like JBG, who have the capital,
expertise and ability to work with the federal government and execute transactions that
achieve the goais of the Act. - Firms like ours would welcome the ability to participate in
fair and open competition for the opportunities presented as a result of the passage of
this bill into law. We have the development expertise and asset management
capabilities that could help resolve many of the issues that the Government currently
faces in its real estate portfolic. We also have real-time market data that would allow
us to work with the Government and take advantage of opportunities in the marketplace
as soon as they present themselves. '

In closing, | will reiterate that we strongly support the Civilian Property Realignment Act.
We are encouraged to see that Congress and the Administration are working to improve
the efficiency of the Government real estate portfolio, while at the same time providing
the opportunity for the private sector to compete for otherwise unavailable prominent
sites throughout the United States. This is an important step towards improving the
federal government'’s real estate asset management while also generating significant
cost savings to taxpayers.

Thank you for listening and for your consideration. | would be happy to answer
whatever questions the subcommittee might have.



Michael Glosserman is a managing member of The JBG Companies, He began his career
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commercial real estate investment and development with the Rouse Company in 1972
and then joining JBG in 1979, He is a Board Member of the CoStar Group, Non
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Shakespeare Theatre, He received his undergraduate degree from the Wharton School at
the University of Pennsylvania and received his Juris Doctor from the University of
Texas Law School. : ' : '
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