
The Administrator 

June 12, 2012 

Honorable John L. Mica 
Chairman, Committee on 
Transportation and Infrastructure Committee 

House of Representatives 
Washington, DC 20515 

Dear Mr. Chairman: 

I am following up my April 17, 2012, letter to you regarding the Committee’s resolution 
of March 8, 2012. The resolution requests the U.S. General Services Administration 
(GSA) to prepare a detailed housing analysis for two alternatives to relocate the Federal 
Trade Commission (FTC) to the building known as Constitution Center, 400 7th  Street 
SW, Washington, DC. In that letter, I promised GSA would respond as expeditiously as 
possible. 

An analysis prepared to the level of detail described in the March 8, 2012, resolution 
would require GSA to expend up to $300,000 in consulting services. However, given 
GSA’s already extensive knowledge of FTC’s head count and space utilization, I do not 
believe this is an efficient use of taxpayer funds at this time. Instead, I would first like to 
provide you with my staff’s assessment of the two alternatives you have proposed. In 
addition, my staff reviewed GSA inventory to determine if there were other feasible 
alternatives for housing FTC that would align with your overall strategy. This letter 
summarizes GSA’s findings which are presented in more detail in the enclosed exhibit. 

David Nassif Associates (DNA), the owner of Constitution Center, represents that its 
building has a total of 358,537 rentable square feet available for occupancy. As you 
know, the U.S. Securities and Exchange Commission (SEC) has determined it cannot 
occupy the approximately 300,000 square feet of space that it has under lease, and 
which it intends to report as excess. Currently, GSA and SEC are negotiating when this 
will occur. Integral to these negotiations is time needed for GSA to find a tenant to 
backfill the SEC space. DNA claims that the SEC has already gone beyond the rent 
commencement date and will likely take action against SEC for lost rent. The longer it 
takes to backfill this space the greater the financial exposure to the government. 
Therefore, because each day that this space is vacant represents greater financial 
exposure to the Government, GSA has been actively considering potential backfill 
tenants for the space, including FTC, as you have proposed. 

After extensive discussions with FTC, and an examination of the total available space in 
Constitution Center, (including space that SEC would contend that it is not responsible 
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for and does not currently have rights to under its lease) GSA has determined that the 
first alternative proposed in the Committee’s resolution is not physically possible. Even 
with substantial reductions in the office utilization rate for all FTC personnel in 
downtown Washington (reduced to an average office utilization rate of 119 square feet 
per person), FTC requires a minimum of 446,054 rentable square feet to accommodate 
a consolidated headquarters facility. Consolidating all FTC staff in Constitution Center 
would require GSA to procure an additional 87,527 rentable square feet in another 
location. 

The second alternative in the Committee’s resolution calls for housing the staff at the 
Apex Building and 601 New Jersey Avenue at Constitution Center. However, a more 
cost effective solution would be to consolidate the two FTC leased locations (601 New 
Jersey Avenue and 1800 M Street) at Constitution Center; and continue to house FTC 
headquarters components at the Apex Building. The 30-year net present value cost to 
lease space at Constitution Center is $254,729,698 to house the FTC Headquarters 
requirement alone versus $82,741,671 to remain at the FTC Headquarters. Therefore, 
over 30 years it is $171,988,027 more expensive to execute the FTC relocation as 
proposed in the resolution than it is for FTC to remain in the Apex Building. 

The Administration opposes legislation that directs the transfer of the Apex building to 
the National Gallery of Art (NGA). However, GSA has explored alternatives to house 
the consolidated FTC requirement in the event legislation was enacted. In conducting a 
review of the inventory for available space, we have not identified a suitable location for 
a total consolidation. In addition, under such a plan, another solution would need to be 
found to backfill the Constitution Center space in order to limit the Government’s 
exposure related to SEC’s lease. 

The Committee should also be aware that the Administration’s position regarding any 
potential transfer of the Apex Building to NGA remains that existing law, regulations and 
agency procedures would require NGA to pay the full appraised fair market value for the 
building to GSA. GSA’s latest estimate of the appraised value of the Apex Building is 
$92.8 million. GSA would also require NGA to cover all relocation costs of the various 
tenancies involved. Estimates for moving FTC Headquarters operations in the Apex 
building range from CBO’s estimate of approximately $42 million to $82 million. 

In closing, while I appreciate your strong desire to have the Apex Building transferred to 
NGA, it does not appear to be cost effective or in the best interests of the taxpayers to 
do so. The Administration also opposes legislation that would direct this transfer. 
Given the cost of the alternatives discussed above, GSA’s recommendation and plan is 
to proceed with consolidating the two FTC leased locations (601 New Jersey Avenue 
and 1800 M Street) at Constitution Center and continue to house the FTC headquarters 
components at the Apex Building. Regardless, it is imperative that we move forward 
expeditiously to resolve this situation. DNA’s claims related to lost rent under the SEC 
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lease represent a potential exposure to the Government of at least $1 million per month, 
and GSA has committed to work with SEC to try to minimize that exposure. In addition, 
the largest FTC lease, for 217,308 rentable square feet at 601 New Jersey Avenue NW, 
expires this August. This lease will need to be extended regardless of the FTC housing 
strategy outcome, but the term of that lease extension will necessarily depend on the 
outcome. GSA is unable to proceed with negotiations with the 601 New Jersey Avenue 
landlord to extend the lease as long as there is uncertainty related to FTC’s long term 
housing solution. Any short-term solutions reached with the landlord will naturally result 
in a higher cost to the Government than would negotiations based on the Government’s 
known requirements for that space. 

If you have any questions or concerns, please do not hesitate to contact me or 
Mr. Rodney Emery, Associate Administrator for Congressional and Intergovernmental 
Affairs at (202) 501-0563. 

Sincere 

DXanTangh  
Acting Administrator 

Enclosure 

cc: 

The Honorable Nick Rahall 
The Honorable Jeff Denham 
The Honorable Eleanor Holmes Norton 


