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SUBJECT: PBS Needs to Develop Policies and Procedures for Use of
Section 412 Authorities
Audit Memorandum Number A130132

This memorandum conveys our concerns regarding the Public Buildings Service’s
(PBS) lack of policies and procedures to manage real property exchanges for services
granted under Section 412 of the General Services Administration General Provisions,
Consolidated Appropriations Act, 2005 (Section 412). PBS has proposed exchanging
property for services on multiple projects; however, it has yet to develop any policies or
procedures to implement these exchanges and ensure they are in the best interest of
the Government and the taxpayer.

Section 412 states:

Notwithstanding any other provision of law, the Administrator of General
Services may convey, by sale, lease, exchange or otherwise, including
through leaseback arrangements, real and related personal property, or
interests therein, and retain the net proceeds of such dispositions in an
account within the Federal Buildings Fund to be used for the General
Services Administration’s real property capital needs: Provided, That all
net proceeds realized under this section shall only be expended as
authorized in annual appropriations Acts: Provided further, That for the
purposes of this section, the term “net proceeds” means the rental and
other sums received less the costs of the disposition, and the term “real
property capital needs” means any expenses necessary and incident to
the agency's real property capital acquisitions, improvements, and
dispositions.



PBS has proposed using the exchange authority on multiple properties, including the
Federal Bureau of Investigation Headquarters in Washington, D.C.; the Spring Street
Courthouse in Los Angeles, California; the David W. Dyer Federal Building and
Courthouse in Miami, Florida; and the Metro West Federal facility in Baltimore,
Maryland. However, the only policy or guidance that we are able to identify at this time,
regarding the Section 412 authority, is the General Services Administration Delegations
of Authority Manual (ADM P 5450.39D). The manual requires the approval of the
Commissioner prior to any use or exercise of the Section 412 authority and makes real
property exchanges subject to the approval of the Administrator.

The exchange of real property for services can be very complex, involving the valuation
of both the real property and the services, which may not be defined up front. In some
cases, a combination of services and/or real property may be exchanged for another
combination of services and/or real property, further complicating the valuation effort.
Additionally, comparing multiple bids with variable options adds to the complexity.

Given the complexity of these exchanges, PBS should implement policies and
procedures to ensure goals and objectives are achieved and that the best value is
obtained for the taxpayer.

Management Comments

In its comments, PBS stated that it has established policies and procedures for real
property exchanges and cites the “Guidance for Real Property Exchanges of Non-
Excess Property” (Guidance), dated April 8, 1997. Management stated that the
Guidance is applicable to Section 412 transactions. PBS added that it is in the process
of finalizing guidance specific to exchanges of property for services, which it expects to
issue in early 2014. PBS’s response and the Guidance are included in their entirety in
Appendix A.

Office of Inspector General Response

This audit memorandum is concerned with the lack of policies and procedures related to
the Section 412 exchange of real property for services. The Guidance provided by PBS
pre-dates the 2005 Section 412 authority, and is not specifically applicable to
exchanges of real property for services. Rather, the Guidance is applicable to real
property exchanges under the Public Buildings Act of 1959 and the Federal Property
and Administrative Services Act of 1949. For example, the Guidance directs that
appraisals be completed for all properties involved in the exchange; however, it does
not address the pricing for services, which is generally done through the competitive
procurement process. Given this, PBS needs to develop and implement policies and
procedures for the exchange of real property for services to ensure that the exchanges
are in the best interest of the Government and the taxpayer.

If you have any questions regarding this audit memorandum, please contact me at 202-
273-7241 or Kyle Plum, Auditor-In-Charge, at 202-273-5004.
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FROM- DOROTHY R(}R\%iﬂﬂj IH-J

COMMISSIONER
PUBLIC BUILDINGS SERVICE {I'}

SURIECT: PRS Response to Awdit Memorandum Number 4130132
“PRE Needs Lo Develop Policies apd Procedures for Use of Seetion 412
Authorities”

The Public Buildings Service (PBS) received the Office of Inspector (reneral’s memorandum,
dated Scptember 3, 2013, conveying vour oflice’s coneems regarding PBS"s authority to
exchange real property lor services umder section 412 of the General Services Administration
Gienerzl Provisions, Consolidated Appropriations Act, 2005, Public Taw 108-447 (Section 412),
The memarandum raised questions about PRS"s policies W ensure such exchanges are in the best
interest of the Government and the axpayer. PRS appreciates the apportunily o provide this
LES[HISE,

Scetion 412 specifically authorizes GEA to conduet exchanges. Exchanges, while they may
include some cash for value equalization, are pomanly like-kind transactions and arc primarily
nol cash rransactions. Section 412 expanded the Admin stratoe's authority 25 1o the nature and
terms and conditions of these types of transactions, including the torms of consideration that
could be accepted, To that cod, the (G5A Office of General Counsal has concluded thar (p8A
may use Section 412 o exchange GSA real property for in-kind consideration, including the
performance ol construction services on other G8A property.

To date, PIIS has vel 1o execute an exchange lor services under its Section 412 authority.
Howevar, PBS has in place astablished policies and peocedures for real property exchanges that
it nses to: (1) create a bascline for cxchanpe documentation; (2} identify propertics that are
suitable for exchange; und {3) make 3 preliminary determination of whether such an cxchangs is
in the besl intercst of the Governmenl and the lxpayer.

PR& s lonpstanding policies and peocedures lor docutmenting exchanges are [ound e the
“Cuidance for Real Property Exchanges of Non-Excess 'roperty,” dated April 8, 1497, a copy of

LL3. Genaral Saryices Administration
1800 F Streat, NW
Wilashingtan. D H)4085-D0e
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Appendix A — Management Comments (cont.)

.
which s atlached Fee vecr relerenes, This guidane s corlioes the proccdurss and aiotmum
documienlaim repnrenients bor real propery exclamges aontlucissl oder vacions provisions in
Title A0 A0 Unired States Coles g a0 is applicable no Seenan 072 reamsae i ona, gs wasll T
leditiorm, PIFS 3 in the prowess of Dnalicing guidanoe specilic o e anues f prper y ot

seivioos wndes Section 302 b o expsls Lo dssue anosarly 2073

In deterrniming wheeh ssscls are suigble tor an sxchange ander Section 17, PBS 1nllows s
stamclams] meert e mnalvsin process A Asset Busioess Plan (ABLY s developad Toc caca assct o
PRS portalio snd uplzad aomually, The plans tnelode o long-1enz sosale gy Gr cach sssel
fusuelly a single huildicrw, Incorporiling charseierisiics ol the gLk, sneh as (nuancial

pe lorznanee, pheaical condition, costornse by numics and e lecal real eatale mereke.. The dats
i luded incach ABLF, i additcn toe porclio sepeencation welnmyoes sochgs assc liering wond
the e saset anal vt alliess FHS o idenni fe which azzets should be considered tora possible
avchange temsachion, Tae sime properiics so idenlified, G5A issues a Hequest for lnformation
CRET) o smsesst amy irterssl in U proport e oo the privale seclor, e lading whetaer an
cxchanpe for " n-Xind coosiderazion right e s fuabale aptiomn.

Az mdicatzd i vour memoerandon. U'BY ceczntly 1zaosd W0 1s w caplone apiions Joc b Pedeeal
TRurcau of Toves i 's Headguarters Building in Washing.on, 1O tae 1S, Uourtioose an
Sarimp Soneotin Loe Aonreles, CoAthe Dvvid e, Doy Foederal Bailding and L5 Coamhauss in
Belinni. E1; wod the Sdevra Woost Tacilile in Balinoee, BT The Onlee of Mowagemenc and
Fudpet geproved tese TS belee PFAA wsaed thene PTS s in the process ol evalizliog e
BELrezponscs to dotermine it e in the Croverament s Teat ineeesl o puesoe an cachonge for
anw ar s 1 er lese prapcrlics,

T o berves ame ToTther aquessiioms or omes e, (lesse caningl Macihs Benson. Azsisiac
Comneissioner ol Real Properiy Sseen Samperient, a) (202 2087174,

Stmehment
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o T . & _{:;

Rt
L

APR 8 |BuY

MEMORANDUNM POR ASSISTANT BEGIONAL ATMMIS 2ATO RS
: FOR LTI BUNLNMNGS SERVICE

ERC. ROBERT A, BLCK P
T COMMISSIONTR. (0)

Sukjerc Cruidances [or Real Property Exsbanges of o Exesss Bropaimy

This memsmndem wansmit: puidance tir excharnpes of real pooyerly, ws authorizsd npder
the Public Buildings Aet ol 8958 (U UL5.C 602, 602, FOS) amd Sch-sertion 2100)012)
of the Federal Property and Administrative Semvices Ao of 1949 {£0 LS 450 104y
Actl. It does not cover sxchanges Per the disposal ol srplus ceal prapery wnder Sih-

. section 203(c) of the [949 Act (40 [7.5.0 5.

Tae Clenerzl Services Admimstealion (5543 bas = leng standing agreement 1n natity e
Houwse Commiztes un Geveruaen Re o and Crversigivt amd the Serate Commijtes an
Guvemmenal Affairs T all exchang= actions, We alsa ety the Vowse Corumiltes an
Traspnonatic and [nfrastructiee and the Seate Cotwnices sn Envieonmen! and sl
Wurks for exchanzes completsd unefer the Tublic Fuildings Act of 1959, Besayse
cachanges for non-excese prooerly requiee G54 g respond rupidly to available opgiang-
wities, we will eslablish a streumlingd oot iication prosess g prowide thess corgmessional
SOmmIttess with the necessary inlommuation, with oo 2rialing GEAT response fo mackes
U PEOTUTITCS.

Mwwrever, whiie we are siiving o make this process imore affizient, it is cosential so
enzame that exclisnges provide the best value to the Fedsral Govemment, Ther=lare, al:
PFropascd excaanm: need o congloed analysis witl docunenred evidenes suppoitiog the
business desision.

Arlached pee e procedures for conpleting these exchunges and midiciem focwrens
tioe requicsineas.

IF 200 bve 2y questions, ploaze call _Ul'l-

extensio
ATy !

ce: Regiona Admicisiranes '
Rewinnal Tortiolie Manapars

A-3



Appendix A — Management Comments (cont.)

I. Procedures

1. Bepional staff shoubd nerty Wanional (Fize Bactniin Manamement as seun 4y 2ol
exchanges ars ideruifcd. Thic is because i Mativnal Of%es ofien ieoefves genarai congres.
sivnal imeuiries reganding thesr acionms.

2. Regianal staff shonld ceialdish a [3l= containing each of the docarenis relerenced in
scetion 110 ples uny uter documents that may Le geatinent (o the cxeiange,

1. Lach ol the docements shanld be prepored o assermbled by the cezxion befire any ex
change agreement s cxeculed or any prapemy is exclangad and befose suboiing a propcuc
exchunoe 1o the Mational OdTice tor approval.

4. Eummary informaticn, inelading the Fiadings and Detsmminatiens. Facl Shest ard regquest
for appreavial should b submitled 2y the Kegiaal Porfalic Manage:  Reglonal Connscl Tor
ravimw, lhen [oowarded to the Beopional Adeninistrator for sixmature.

3. Tre Begional Adminisratar then transait the package to the Mational Ofice Mofolic
Wlznager fon sevicw, coardimalion with aperopriase cangressicnal canmimees, and forwa -
ing tbrongh the Commissianer 1 i Adminisrane for Aoal aaocovel.

b Menione! OlRce PertCalia Managomen: will e ressonsiole for reviewing all semmeries
coordinating witk: ke Otfice wl Seneral Counse., natisving the apprezrizne congessianal
vorziilless, sne chisining the spprovel of the Adminisoator, Wote: Al exchanees must be
approved hy Hhe Admis sreern aefore any Sinding commicmeaes ame mads on behzif ar disa,

M. egional Submission (u the Nadonal Offiee

.. Recues frr Admesistrator’s Appraval: A memorandorm com the Hegional Adminissatar
rezucsting the Admingstrlor’ s approval to complese the exchange sicold include the infoe-
matior: listed below: .

- . . Telieemoonn -

= [indinos and Delerminzticns. [his dosument eentiins celerences i ke speeific
atatutary exehange uuthosity being wsed. Tt shovid be issoed by e Regicoal Pori-
I Munamer, reviewed by Regienad Counsel, and ioclude the concurmence of the He-
gionai Administrator. TRk docoment. depending an the antharity wsed, shosid Tully
explain why the sxchangs is in the best interecl of S54 and the Federal Coverpzear,
ar shauld wadily Jemonstrate why it is the most advanmagacos o the United Siawes,
el facters considered. I ghauld iss Conliin e clear sletement as o he puraess of .
the exchangs  The Findings and Cetermirations shonie alse rontin g hon summare
af et it cescribed beow

= msues Ay periinenl issaes should be addressed ineludng, any knoan ar [raien-
al emvirgrimenial e, e sRshictions, beeal sormmunily o peditics | ins res o
AQPESIen. oT e properly’ s slatus a3 sk histozic pronemy

(=]

Flee. b i




Appendix A — Management Comments (cont.)

¢ T'naspectus. iCapplicable, o gtatement chat the gxehanoe is iacident e completing
r=ds a Rully autherized. ticlly fundsd prospactus prajecs. Tois stement shocld include the
: daties thal prospectases were authorized by conpressionel conmiltes cesslulioo,

+  Entrics. & deseriptivn ol the nartjes ijyvelved in the exchange.

= PFropeny Descrption. A brief namative Jessriplon af e peopegics involuad.

*  Estimarte of valuation. This shauld inchede the waloes of the property inweleed in
lbe exchange and a0 explanaion el ihe bagis Tor valuwlion; Jor stanse whethe: the
valupzivn is based on fair enarket valae, valus in use. or some athar Hasis,

w  Clost esiinates. This should be a coralete list of wl comts 1o the FederaZ Guv-
SMMmenL i eonsumenate 1 exehangs.

= DeneMy. A full ceacription of benefics, botk tangible and intangible, to cach
PRIty in the cichage, including a descripzion af any cost zvaidance resalling rom
Lhye erchanme.

20 Fagl Sheet The xaticoal Ofce will faowmd rhes document with a

cover moma fo the aporapelile conuressionai commitlees, ‘Whensver posstbie, this fact shezt
shoald be aune page summery of 7n¢ infarmasion iocluded in e Findiags and Deizrm.na
Lioms. [ sheesld include all roajor iems Sised akove, including the Legal exchange authorio
baing wsed.

3o Furdispusal acquisiltiing nisde ancer Sub-seerian 20300 ef the Fedesal Propamy and
Adinistrative Srrvices Act of 1940, Reglors shoud Tollow guidance in the Tedes:. | Proa-
ey Mapagement Regulatians and the Qffice of Real Property and igpraal s

Lxcess and Surplins ke Mraporie Advisore TR T 4000100

IIL. Regional Documentation Bequiremenis (to be made nvailable (o the Nadanal | _
Office wpun reguest) - ’

chenge azreemenl, ax well as a krizf namacive Sracriprion of the propeities and a shar
sumenary af their suceent and histacical uses. Thiz should al2e inzlude the propemias” sger
Aaddreszes and Iocations.

I posessment of wvaluation A thid paTy eppraizal should be campleted lar 21l properties
invulv=d and, if pogsiale, e sarre appraiser shauld he umed foz all properties in the exchanee
agreement. Nowever, thaes ray be Tnslances wiene o safl aporaisal will he auffeicar,
Thues muy a:se e vere insances where ar zpprasal is uneecessacy. Exarnples 'nclode
wiere clher valuations vl mackss seloe s ready availaale anc rel anle, or whene an
dppreizal wirs recently compleied. Toe Mational Office musat be naified, in advunue, when
and why o third party aopeaizal will nat be wsed

e

FD[:,;_, 1|. - @4
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Appendix A — Management Comments (cont.)

Y. Copy of'the Proposed Buchange Agieement. 4 copy of i Exehange Arreement must
includs evidence of the autlo ity Tor e sismarogigs s sign o Laeir MEespeUlies 31 G 2auns.
All Exchange Aprerments imusl also cantai- aporoprisie exeopaony langouape and nolises
Tl the sxchange is canditiored wpan the Adminsstrztar's approval aod upon the bl
of al conditions orecedént. Caamples of e types af isswes tha? migh: cause the Govem-
ment 10 cancel a propased exchangs and, thws, migh. be addressed inthe Drchanpe 4 pree-
ment ineluds:

+  Envitonmente] remediaticn;

= Mzterial change in cither propscties’ condifon which mizhl accar befoce e ex-
chanpge Is songummated;

= Change in the states SF s properiics as histeic popestics o districts,

*  Federal siatutery directive: disupproving Lhe exchange: or

+  Changes v the properies” status az a reanicaf docal laws of recuiccs s,

4. Cost gad Benefit Analvsis. This shou d be s eomplzee list ot all eagts requirad o rape
summale the =xchanpe including,

= Appraisals;

+  Rite cleanog,

*  Lewal lees ardaxes assemed by the Govamment,
= Titl® inserance;, and

= Envirgnmema. asscesment, ets.

This anulwsis will alzy incindy 2 geseription of benefirs, both tanoible acd inlangible, 1o eaca
party in the exchangs. The unalysic shaold denmonstrate <hat the exchange i3 .0 e begt
interesl bl the Cowernment ar why it iz e anzst wlvantesecos wothe United Staes, ali fzeiors
censigernd, This cocument shoeuld be marked as proprietacs acd shial? sor be oclesed pricr
1 the pachange unless approved by the Regional Counsel

5o Miscellaneaus Documents. The Regional Kbz File sl alse include evidence of
eomplianes with 4l applicable laws and regulatinns. Exan-ples ielude: cuv ool
wasmssmenldimpac; historie preservations ritle reparts: relosation Bssues sed 3 summany cf
any remedial actions reorired. The file shouid also nelude aoy oihes documenls The Rerion
b lizves o be appropriste, including saements Gr comespendence of cangressionz] or incal
putitical intceest 95 opposilicn. el

Tine |- 1"5
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Appendix A — Management Comments (cont.)

- DRAIT

The Honpralle Dhaniel Burmon

Chaimman, Comnriiiee f Chivern mient
Haiorm and Greersiglt

Heonze of Ropresenialves

Washington, O 20313

Dear tir. Chairman,

The General Services Admioistiation plais us enler inle s rea? properny cxehange
apreement wid et suthocities previouwsly granted tothe AdmimestTaor. Attazhed 13 a fact
sheet owtliniig the geoseal eons of the wgreement, eluding de becefie of completing
thi ccfiares.

EE w0 b any cucstiers, or reouite additensad infurmation, plzase have 2 penker of
M AsisLam Commissinne for Porfslio Managemnen,

woiug slad)

oo AL Peck
Commissioner

C Dee |- 4B
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Commissioner, PBS (P)

Deputy Commissioner, PBS (PD)

Assistant Commissioner, Real Property Asset Management (PT)
Director, Management and Oversight Division (H1C)

Assistant Inspector General for Auditing (JA)

Deputy Assistant Inspector General for Investigations (JID)
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