GSA's $1.3 Billion Lease for the Patent and Trademark Office 

Wasteful and Poorly Planned

This Procurement is for the Largest Lease in the Federal Government’s History  

Under the Clinton Administration, the General Services Administration (GSA) developed a lease for a new headquarters compound for The Patent and Trademark Office (PTO).  It is the largest in GSA history - 2.1 million rentable square feet of space, about the same size as the Empire State Building.  This procurement is for a complex of five buildings at an estimated cost of $1.3 billion dollars. 

By way of comparison, the Ronald Reagan Building, which was widely criticized for its waste and extravagance, has approximately the same amount of federal office space but cost only $818 million.  Moreover, while it was built to last for 200 years, the government will not own the PTO space.  It is a 20 year lease.  In other words, the much criticized Reagan Building is the same size as the proposed PTO project, is designed to last ten times longer, but cost about half as much.

Taxpayer Groups, Inventor Groups and Others Oppose this Project

The National Taxpayers Union (NTU), Citizens Against Government Waste (CAGW), the Alliance for American Innovation (an alliance of small inventors who pay the PTO’s fees), and others all oppose the PTO project.

Examples of Waste 

· $9,000 in new furniture per employee, $64 million in total – A study commissioned by PTO projected new furniture purchase of such items as $250 shower curtains, $1,000 coat-racks, and $500 in bedding for $1,000 beds.  After the $250 shower curtains and other items were roundly criticized by ABC World News Tonight and many other media outlets, PTO said they would never spend that much money on furniture and attempted to explain away the figures as simply a “worst case scenario.”  Yet in June of 2001 GAO confirmed PTO still plans on spending the full $64 million on furniture. The worst case scenario has become the actual scenario.

· Requiring that a four-year-old, 11,000 square foot Fitness Center be replaced with a brand new one because the “old” one has columns in the aerobics rooms.

· Record high interior building costs -  At $59 per square foot, it would be $13 per square foot higher than the most expensive project GSA could identify.

The Procurement Will Be Obsolete From Day One

It will be too small by the time PTO is scheduled to move into the facility in FY 2004.  According to PTO’s own figures, PTO has more 400 more employees today than the facility can accommodate.  The problem will only grow worse over time because  PTO’s workload is exploding.  As GAO found, PTO will experience a 116 percent increase in workload between 2000 and 2005.  
The Procurement Violates OMB Scoring Rules 


Federal office space is usually procured by either leasing vacant space or by constucting new government owned buildings.  It is easier for GSA to secure appropriations for leases since funding for most leases (called “operating” leases) are appropriated one year at a time over the life of the lease.  By contrast, the entire cost of a construction must be appropriated up front.  The PTO lease is unusual.  It is a lease to construct several new buildings and then lease them to the government.  The government would not own these buildings.  

GSA scored the lease as an “operating” lease when it is actually a “capital” lease under OMB scoring rules.  OMB Circular A-11 sets forth a common sense test to determine whether it is more cost effective to lease or to construct.  The test basically says that if the amount of money spent on lease payments over the life of the lease exceeds 90% of the cost to construct, it is better to construct in the first place.  Therefore the lease will be scored just like construction, all up front.  

OMB Can Correct the Scoring Error and Put the Procurement Back on Track 

OMB has the power to reverse the GSA scoring, ensure that its own rules are being followed, and restore discipline to the budget process.  If OMB finds that the Clinton Administration violated the scoring rules, it will be a violation of the Anti-Deficiency Act which carries criminal penalties. 

OMB can also direct PTO to purchase furniture off the GSA schedule and can direct GSA to reform the procurement to cut waste and ensure that the facility will accommodate the future housing needs of the agency.

