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LEASING PROPERTY BY POSTMASTER GENERAL FOR
PERIODS NOT EXCEEDING 30 YEARS

TUESDAY, MARCH 3, 1964

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE OF THE

COMMITTEE ON POST OFFICE AND CIVIL SERVICE,
Washington, D.C.

The subcommittee met, pursuant to notice at 10 a.m., room 215,
Cannon House Office Building, Hon. Thaddeus J. Du ski, of New
York (chairman of the subcommittee) , presiding.
Mr. DULSKI. The meeting will come to order.
This subcommittee was appointed to consider H.R. 9653, a bill to

extend the authority of the Postmaster General to lease real property
for postal services for periods not exceeding 30 years. The bill was
sponsored by Mr. Murray, chairman of the House Post Office and
Civil Service Committee, as a result of an official communication from
the Post Office Department.
The leasing authority which this bill is designed to extend will ex-

pire on July 22, 1964. The authorization for such leases is contained
in section 2103 of title 39, United States Code, and permits the Depart-
ment to acquire real property by purchase, condemnation, lease, dona-
tion, or otherwise for use for postal purposes. Property thus acquired
may then be sold, leased, or otherwise disposed of by the Postmaster
General for the purpose of having erected on the property buildings
and improvements for postal uses. The Postmaster General is per-
mitted under this authority to lease such buildings for a term not
exceeding 30 years.

This leasing authority was first contained in the act of July 22,
1954, but was limited to a period of 10 years. The authority will
expire on July 22, 1961.
The purpose of this bill is to continue without limitation the au-

thority contained in such section 2103.
The provisions of H.R. 9653 and the official request of the Post-

master General will be inserted• in the record.
(The matter referred to is as follows:)

[H.R. 9653, 88th Cong., 2d sess.]

A BILL To extend the authority of the Postmaster General to enter into leases of real
property for periods not exceeding thirty years, and for other purposes

Be it enacted by the Senate and Howse of Representatives of the United States
of America in Congress assembled, That section 2109 of title 39, United States
Code, is amended to read as follows:

2109. Time limitations on agreements
"Agreements may not be entered into under sections 2104 and 2105 of this

title after July 22, 1964."
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2 LEASING PROPERTY BY POSTMASTER GENERAL

OFFICE OF THE POSTMASTER GENERAL,
Washington, D.C., January 3, 1964.

Hon. JOHN W. MCCORMACK,
Speaker of the House of Representatives,
Washington, D.C.
DEAR MR. SPEAKER: There is transmitted herewith proposed legislation ex-

tending the authority of the Postmaster General to enter into certain term lease

agreements beyond July 22, 1964.
Under provisions of title 39, United States Code, section 2103, the Postmaster

General is authorized to enter into lease agreements for periods not to exceed

30 years. In addition, he is authorized to acquire lands through purchase, con-

demnation, lease, donation, or otherwise and to dispose of real property acquired

or used for postal purposes by sale, lease, or otherwise as deemed appropriate

in the best interests of the United States.
The present authority which will expire under the provisions of 39 United

States Code 2109,, on July 22, 1964, provides one of the basic tools for the acqui-

sition, management, and disposal of leased space for postal services. It is a
proven means for timely acquisition of modern and properly located facilities.
Where facilities larger than 50,000 square feet of interior space are needed and
stability of location is contemplated, a term of more than 20 years is warranted
in those cases where lease construction is deemed appropriate. Unless the

authority to enter into these 30-year leases is extended, the Department will be
able to enter into leases for terms only up to 20 years. In addition, the Depart-
ment would lose the essential land acquisition authority described above. This
authority has proved invaluable in assembling sites with multiple ownership;
sites where owners demand unreasonable prices; and sites to which the title is
defective.
In the case of these larger facilities, 30-year lease terms are more advantageous

to the Government than 20-year leases. The longer basic lease term attracts in-

vestors who are willing to accept a lower rate of annual rent than on shorter

term agreements. The result to the Govenrment is lower rentals and conse-

quently lower annual rent expenditures.
The Bureau of the Budget has advised that this legislation is in accord with

the program of the President.
Sincerely yours,

JOHN A. GRONOUSKI,
Postmaster General

GENERAL STATEMENT OF PURPOSE AND NEED

The Post Office Department Property Act of 1954 (68 Stat. 521) authorized

the Postmaster General to enter into long-term lease agreements for periods not

to exceed 30 years. In addition, it authorized the Department to acquire land

through purchase, condemnation, lease, donation, or otherwise; and to dispose

of real property acquired or used for postal purposes by sale, lease, or otherwise

as deemed appropriate to the best interests of the United States. This authority

is now included in section 2103 of title 39 of the United States Code but is due to

expire on July 22, 1944 (39 U.S.C. 2109).
The present authority provides one of the basic tools for the acquisition, man-

agement, and disposal of leased space for postal services. It makes possible the

timely acquisition of modern, properly located facilities.

Continuation of this authority is essential to the proper conduct of the Depart-

ment's leasing program for the following reasons:
1. Suitable sites are often unobtainable under assignable site options, making

acquisition by purchase, condemnation, or lease, the only means by which control

can be acquired. Use of this direct land acquisition authority is essential when:

(a) One or more owners of parcels within a selected site area demand ex-

orbitant prices, and the Government's interests can be protected only by

acquiring through condemnation, leaving the determination of fair value to

the court.
(b) Option speculators tie up the choice sites in an area to force the

Government to accept their terms.
(c) Clear title to one or more parcels of a selected site cannot be conveyed

by the owner, but title can be cleared by condemnation proceedings.
(d) A municipality or other non-Federal governmental unit owns the

desired site and is willing to sell at a reasonable price, but lacks statutory

authority to do so.
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(e) Owners refuse to grant assignable land purchase options for the length
of time required to make a lease award, especially for major facilities where
a period of more than a year would elapse before a lease award.
(f) Owners will agree to a firm sales contract at an acceptable price, but

decline to tie up their properties by granting mere assignable options to
purchase.
(g) Owners are willing to give a ground lease but, for tax and other

reasons, decline to sell outright.
(h) The Government is not able to obtain an agreement to sell from all

the owners where one or more hold key parcels necessary to the development
of the entire selected site.

The Department has relied upon the present authority for more than 80 badly
needed facilities in order to obtain control of sites required to conduct postal
operations properly.

2. Where large facilities are needed and stability of location is assured, a
long-term 20- to 30-year lease is warranted. Thus, the owner can finance his
building over a longer period of years, obtain a lower interest rate and have a
better schedule of repayment, which correspondingly reduces per square foot
rental cost to the Department.

3. The Department has shifted its emphasis from the construction of a large
number of small buildings to concentrating on larger facilities in the major com-
munities. The objective is to improve mail service through more modern build-
ings and mechanical mail processing systems where the greatest improvements
can occur. The land must be acquired and the plans and specifications for such
buildings and systems must be developed well in advance of the award for the
building. In these instances we have a large investment in land, architect-engi-
neer and other developmental contracts, and manpower, as well as in mechanical
mail processing systems contracts. For example, upwards of $20 million have
been invested in prime post office sites alone. This investment in time, property,
and manpower would become largely frustrated if the present law lapses. Also,
the need for adequate and modern postal space and mail processing equipment to
handle increasingly greater mail volume would go unfilled.

4. The constant migration of large numbers of our population from one State
to another and from cities to suburban areas requires continuous modifications
in postal facilities. This problem is expected to intensify in the future. The
retention of the valuable means under the present law to insure the furnishing
of adequate postal facilities and service is necessary.
In view of the foregoing it is requested that the authority of the Postmaster

General to enter into long-term leases and to acquire and dispose of real property
be made permanent.

Mr. DULSKI. We are particularly happy this morning to welcome
Assistant Postmaster General Tyler Abell, of the Bureau of Facilities.
I believe this is his first appearance before our committee as Assistant
Postmaster General.
We are very happy to have you with us.

STATEMENT OF HON. TYLER ABELL, ASSISTANT POSTMASTER
GENERAL, BUREAU OF FACILITIES, ACCOMPANIED BY DENNIS A.
JENSEN, DIRECTOR OF REALTY, BUREAU OF FACILITIES, AND
AMOS J. COFFMAN, DEPUTY ASSISTANT POSTMASTER GENERAL,
BUREAU OF FACILITIES

Mr. ABELL. Thank you, Mr. Chairman. It is a great pleasure for
me to be here this morning. As you say, it is my first appearance here
as Assistant Postmaster General, although I have appeared here on
previous occasions and I would like to count the members of this com-
mittee and its very capable staff as my friends.
On my right is Mr. Coffman, and, I might add that for quite some

time prior to my appointment, he was Acting Assistant Postmaster
General and did a very good job with the Bureau.
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On my left' is Mr. Jensen, Director of the Realty Division, who
'probably is the most directly concerned with this piece of legislation
that we are considering this morning,
I appreciate the opportunity of inaugurating these hearings on H.R.

9653 by presenting the position of the Post Office Department on what
I personallY consider to be a very important piece of legislation. I
think this is one case where the importance is in inverse ratio to the
number of words in the bill. The bill is extremely short.
As you said, Mr. Chairman, the purpose of the bill is to extend our

3O year leasing authority past the 1964 July 22 deadline.
As the menibers of this committee know, the Post Office Department

is a tremendous user of space. We currently occupy more than 11g
million interior square feet, and this space is about evenly divided
between leased or rented buildings on the one hand, and Government-
owned buildings on the other.
The •population of the Nation is growing rapidly and the mail

volume is growing even more rapidly than the population. Urbaniza-
tion and other population shifts continue at a rapid pace. Many of
our present buildings are already inadequate both with respect to
quality and quantity of space. All these factors combine to create an
unprecedented need for new postal space. We estimate that to meet
this need the Department should acquire 50 million square feet of
new space by the end of fiscal 1968. This would take care of replacing
present old buildings and outmoded accommodations. Also, it will
provide for the tremendous growth of mail volume, the continuing
shift of population, and future needs.
' Rather than go into detail here, I would like to submit to the corn-
,mittee a comprehensive study prepared by the Bureau of Facilities,
entitled "Post Office Department new construction program, 5-year
projections, fiscal years 1964 through 1968."
• It is a very. weighty document, Mr. Chairman. You may wish to
have it included in the record or you may want to accept it and take
notice of it.
Mr. DANIELS (presiding). It will be inserted in the record at the

end of your testimony. (See p. 27.)
Mr. ABELL. This study includes not only our projection of space

needs for the next 5 years but also contains, in organized detail, sub-
stantially all the known facts and factors bearing on the future need
for space in which to handle the mail. ,
The extensive requirements projected in this analysis constitute the

basic underlying reason why the present bill should be enacted.
At present we attempt to meet the space needs of the Department

in three ways:
1. We utilize existing space wherever possible. This includes exist-

ing space not presently occupied by the Department as well as existing
space in which the Department is now operating. If the space we
now occupy can be brought up to acceptable standards by remodeling.,
extension, or modernization, this is done provided such action is eco-
nomically justified. We also explore the possibility of utilizing exist-
ing space not presently occupied by the Department. If it meets the
requirements of the Department or can be made to do so with eco-
nomically feasible remodeling or renovation, we will lease such space.
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2. We cooperate with the General Services Administration in ac-
quiring new federally owned buildings wherever other agencies' needs
and postal service needs can be met—all factors considered—in a com-
bined post office-Federal building. At the present time the General
Services Administration has more than 140 buildings approved and at
least partially funded which will be partially occupied by the Depart-
ment.

3. We utilize thern lease construction program where warranted.
Under this program_, the Department obtains control of a suitable site
either by an assignable option, by purchase, or by condemnation. The
site is then offered to the bidder who agrees to construct a building to
the Department's specification and lease it to the Department. If the
site is controlled by an assignable option, the option is assigned to the
low bidder. If the Department owns the site, it is sold to, the low
bidder. The successful bidder finances the entire project based upon
the Government's agreement to pay rent. About 90 percent of our
leases are for 10-year terms. About 9 percent are for 15- to 20-year
terms and less than 1 percent are for 30-year terms. This is in terms
of numbers only. The final 1 percent includes virtually all the Depart-
ment's large and important facilities not located in Federal buildings.
• You will note that at this time the Department does not have a pro-
gram calling for the construction of federally owned post offices—as
distinct from federally owned post office-Federal buildings. We are
convinced that the leasing of small- and medium-size buildings is more
economical than Federal construction and ownership of such buildings;
where a substantial degree of flexibility is desirable. But these same
factors are not necessarily present with respect to larger buildings;
those exceeding 100,000 square feet in size.
• The point I would like to emphasize here is that there are situations
where leasing is preferable, and situations where Federal ownership is
best. Even if a Federal ownership program were to be commenced
in fiscal 1966, there would continue to be situations in which the 30-
year leasing authority and supporting land authority would be re-
quired to enable the Department to fill its space needs.
So as I present the reasons why the present long-term leasing au-

thority should be extended, please keep in mind that I am not saying
that the Department intends to utilize such authority in the future
with respect to all facilities or even all large facilities; but only that
it will be used where we feel it is in the best interests of the Govern-
ment to do so.
Mr. Nix. Explain what you mean when you said:
The site is then offered to the bidder Who agrees to construct a building to

the Department's specification and lease it to the Department at the 'lowest rent
for a specified term of years.

Mr. ABELL. We have different ways of obtaining these sites. If
obtained by assignable option2 we assign the option to the low bidder,
so he might exercise the option to purchase from the owner. We
never buy the site in that particular case. We just get the option
for $1.
Mr. Nix. How do you go about this?
Mr. ABELL. We 'develop the specifications for the building. We

put the public notice out. Of course, there are numerous contractors

30-442-64-2
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who are continually interested in that sort of bid, who contact us,
asking that they be notified when a particular contract comes up for
bid.
Mr. Nix. This particular practice has been in use over a period of

years?
Mr. ABELL. Yes, sir; the 30-year lease was authorized in 1954.
Mr. DANIELS. Mr. Abell, let me ask you a question regarding 1954

to 1964. You have operated under this program for 10 years and
you have done well. Why is it the Department is now coming up with
this 30-year lease?
Mr. ABELL. It had this 30 years all along. I hope we didn't con-

fuse the committee on this. We have had this 30-year lease authority
since 1954 but the authority as passed in 1954 had an expiration date
of July 22, 1964. We have entered into 30-year leases from the be-
ginning. The only question now is whether the Congress will permit
the 30-year leasing authority to continue.
Mr. DANIELS. But you had this authority under the law itself?
Mr. ABELL. Yes, sir. That Buffalo facility is under a 30-year lease.

We have a contract with Mr. McCloskey, the contractor, to rent that
facility for 30 years, with the right of options to renew the lease for
an additional 40 years. We might be in there for as long as 70 years.
Mr. WALLHAUSER. Maywood, N.J. had a 30-year lease, too.
Mr. DANIELS. You may continue.
Mr. ABELL. Section 2103 gives 20-year authority. Excuse me, 2102

gives 20 years and 2103, in danger of expiring, gives 30-year. The
20-year and 30-year are in different sections; one expires and the
other doesn't.
Mr. DANIELS. Just to keep me on the straight track here, supposing

this bill is not enacted into law before July 22, 1964, can you enter
into leasing 20 years?
Mr. ABELL. Yes, sir that is correct. We will then only be per-

mitted to lease up to 20 years and, as I will develop later, we will
lose some other valuable authority which will make us have difficulties
in many instances to even get an acceptable 20-year lease.
Mr. DANIELS. I just wanted to know that if this bill is not enacted

you will still have the 20-year authority.
Mr. Nix. If the chair-man will yield: How did it come about that

in the two sections of the act you have different specified periods of
time, 20 and 30 ? Why?
Mr. ABELL. I am not that familiar with the legislative history of

the act.
Mr. COFFMAN. I believe the 20-year authority is a long-standing

authority and the 30-year authority was superimposed on it in section
2103. Instead of rewriting the two sections and melting them to-
gether, the 30-year authority was added.
Mr. Nix. As long as the other is superimposed on the shorter then

you don't have the shorter here any more?
Mr. COFFMAN. It still prevails where we have an option on a site.
Mr. Nix. I am not talking about that which is in existence under

the formal law. I am talking about what you can do after the pass-
age of the act of 1954 in which you say the 30-year was superimposed
on the 20. You certainly couldn't, in my opinion, be operating under
the 20-year law.
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Mr. COFFMAN. We have the option to use either authority.
Mr. DANIELS. Do you have any condemnation rights under the 20-

year section?
Mr. ABELL. No, sir; we do not. We only have condemnation and

purchase authority under 2103.
Mr. DANIELS. Under 20-year you couldn't condemn any property un-

der the 20-year provision?
Mr. ABELL. That is correct. We couldiA condemn or purchase.

We cannot acquire a ground lease.
Mr. WALLHAUSER. Is there any cut-off date under section 2102?
Mr. ABELL. No, sir.
Mr. WALLHAUSER. I think this answers Mr. Nix' question.
Mr. ABELL. As I understand it, Mr. Nix thought that. section 2103

would automatically supersede 2102.
Mr. Nix. I understand now they are separate and independent

authorities.
Mr. WALLHAUSER. There is no cut-off date in 2102.
Mr. Nix. Yes.
Mr. ABELL. Operating under either authority we can obtain an as-

signable option and this option can then be assigned to the successful
bidder. The other technique would be to purchase the land outright,
which we can only do under 2103.
Mr. Nix. You have condemnation under both?
Mr. ABELL. No, sir; only 2103. If the Department owns it, it is of

course sold to the low bidder and he reimburses us for the cost of the
land.
If the site is controlled by an assignable option, the option is as-

signed to the low bidder. If the Department owns the site, it is sold
to the low bidder. The successful bidder finances the entire project
based upon the Government's agreement to pay rent. About 90 per-
cent of our leases are for 10-year terms. About 9 percent are for
15- to 20-year terms and less and 1 percent are for 30-year terms.
Now where I say "leases," I am talking about number of leases and

number of buildings. However, that final 1 percent for 30-year au-
thority includes most if not all major mail handling facilities not
located in Federal buildings, although there are a few smaller build-
ings which we do lease under the 30-year authority.
You will note that at the present time the Department does not

have a program calling for the construction of federally owned post
offices—as distinct from federally owned post office-Federal buildings
which are built by GSA. We are convinced that the leasing of small-
and medium-size buildings is more economical than Federal construc-
tion and ownership of such buildings, where a substantial degree of
flexibility is desirable. But these same factors are not necessarily
present with respect to larger buildings, those exceeding 100,000 square
feet in size.
The point I would like to emphasize here is that there are situations

where leasing is preferable, and situations where Federal ownership
is best. Even if, as some people have suggested, a Federal ownership
program were undertaken, I still feel that there would continue to be
situations in which the 30-year leasing authority and the supporting
condemnation and other land authority would be required to enable
the Department to fill its ever-increasing space needs.
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So as I present the reasons why the present long-term leasing author-
ity should be extended, please keep in mind that I am not saying that
the Department intends to utilize such authority in the future with
respect to all of its facilities. I am not saying it intends to exercise
this authority with respect to all its large facilities; but only that this
authority will be used where we feel, it is in the best interest of the
Government to do so.
Before I get into the analysis of the bill, I would just like to sum-

marize the reasons why we feel this 30-year leasing authority should
be continued.
Mr. Nix. Who decides what is in the best interests of the Govern-

ment. Who has that authority, the Postmaster General?
Mr. ABELL. The Postmaster General would decide basically after

an economic analysis of the two possible approaches to any given build-
ing requirement, whether or notto construct such a building and have
it federally owned, or whether it would be better to have it constructed
and lease it.
Mr. Nix. His judgment would be final without him submitting it

to anyone?
Mr. ABELL. That is the situation at present.
Just to briefly outline the reasons why we feel this 30-year leasing

authority is necessary:
1. It is the most economical method of procuring space where long-

term occupancy is projected and leasing is appropriate.
2. The 30-year term enables the Department to more evenly match

space costs and revenue. We reduce our need for capital expenditures.
3. It is especially needed during fiscal 1965 since otherwise our

major facilities program will be drastically curtailed.
4. Subsequent to 1965, if a Federal construction program were to be

developed, continued 30-year leasing authority is 'essential to the de-
velopment of facilities where Federal ownership would not be appro-
priate.
This 30-year authority, as I have alluded to earlier, contains very

necessary land acquisition authority. This we feel is basic to a com-
petitive lease 'construction program, irrespective of lease terms.
Without this land disposition authority, and in the absence of an

appropriation for a Federal construction program during fiscal 1965,
the entire postal construction program of major facilities probably will
come to a halt during fiscal 1965.
The condemnation authority, which is also included in section 2103,

protects the Department against excessive land costs, and its very exist-
ence enables the Department to obtain options at fair prices which
would not otherwise be obtainable.
Now, after that brief summary of why we think this bill is necessary,

I will actually analyze the bill.
H.R. 9653 was introduced by Chairman Murray at the request of

the Postmaster General and we are grateful for his prompt response to
our request. The bill extends the Department's 30-year leasing au-
thority and also extends the Department's broad related authority
to acquire and dispose of real estate. The continuance of this dual
authority is vital to Department. Thirty-year lease terms bring
lower rents and lower renewal options than do the 20-year lease terms
which the Department Will be forced to use if this legislation were not
enacted.
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• Mr. Nix. What makes you say that?
Mr. ABELL. Well, as I will develop here as I go along, the lessor,

the owner of a building who leases it to us for 20 years, charges a
higher rate in order to more quickly amortize his capital investment,
than the owner of a building who leases for 30 years. -
Mr. Nix. That is an established fact that can be supported?
Mr. ABELL. Yes, sir; and we have that supported at the end of the

statement with three exhibits—A, B, and C—where we have worked
out the mathematics of this.
Mr. Nix. All right.
Mr. ABELL. No leasing program can be conducted on a truly competi-tive basis in the absence of effective land acquisition and disposition

authority, and the long-term lease and supporting land authority offersthe only solution to the urgent need for space in some locations.
This one-sentence bill is meaningless without an explanation. Ac-

cordingly, I would first like to explain how the bill affects the Depart-ment's leasing and land authority and to describe rather precisely the
extent and terms of the authority involved. And then, with a clearpicture of what is involved before you, I would like to present the rea-
sons why this measure should be enacted.
The bill simply provides that 39 U.S.C. 2109 which is entitled "Time

Limitations on Agreements" be amended to read as follows:
Agreements may not be entered into under section 2104 and 2105 of this titleafter July 22, 1964.

Thus the bill contains no reference to 9 U.S.C. 2103 which is thesection of the statute containing the 30-year leasing and land author-ity. Nevertheless this proposed amendment accomplishes its purposebecause the amended section (2109) now provides that:
Agreements may not be entered into under sections 2103-2105 of this title afterJuly 22, 1964. [Italic added.]

The present bill simply eliminates section 2103 from the time limita-tions _imposed by section 2109. In so doing it leaves section 2103 ineffect. That section contains the authority in which we are interestedand I would like to give you a comprehensive explanation of the scopeof that authority.
Section 2103 is entitled "Additional Leasing Authority." This hasreference to the fact that the authority contained in the section is inaddition to the present 20-year leasing authority prescribed by section2102. The additional leasing , authority contained in section 2103authorizes the Postmaster General to enter into leases for periods notexceeding 30 years. The section expressly provides that these leasesare to cover buildings to be erected by the lessor on land sold or leasedby the Postmaster General to the lessor or otherwise acquired by thelessor.
It is important to note that section 2103 authorizes leases up to 30

years in• duration. This is important in connection with the Post-
master General's authority to acquire and dispose of land as set forthin the remainder of the section. Under this authority the Postmaster
General may "acquire by purchase; condemnation, lease, donation, or
otherwise" real property and interests therein for the purpose of carry-ing out the lease construction program authorized by the section. The
section also authorizes the Postmaster General to dispose of suchproperty by sale, lease, or otherwise for the same purpose. This essen-
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tial land acquisition and disposition authority is available to the De-

partment only under section 2103 no matter what the term of the lease,

up to 30 years.
Further, leases entered into under section 2103 may be awarded only

after advertised competitive bidding, as required by 41 U.S.C. 5. This

requirement is set forth in 39 U.S.C. 2112.
To summarize—the section of the statute we are attempting to per-

petuate gives the Postmaster General leasing authority up to 30 years;

it gives him condemnation and other land acquisition and related land

disposition authority; it confines the use of this authority to the leases

entered into under the section; and all leases entered into under the

section may be awarded only after advertised competitive bidding.

On the face of it, this comprehensive long-term leasing and land

authority is essential to the execution of an effective lease construction

program. The specific advantages of 30-year leases, and the many

specific reasons why the land authority is required if the Depart-

ment's leasing program is to be carried on, are even more compelling.

THE REASONS WHY THE BILL SHOULD BE ENACTED

The 30-year lease is more economical.—The annual rental rate is
substantially less under a 30-year lease than it would be if the De-
partment were compelled to use a 20-year lease.
One of the objectives of the leasing program is to avoid the necessity

for large annual expenditures and the resulting larger appropria-
tions—to minimize Treasury financing of the postal service. The leas-
ing program enables the Department to spread the cost of space over
the period of occupancy. During this same period, the revenue from
the users of the mail pays for the space being occupied.
It is obvious that—where there is a need for long-term occupancy—

the 30-year lease term is more economical than the 20-year term. The
larger leased facilities, where the Department's needs are firm for 30
years or more and where we have used the 30-year lease term, are
special-purpose buildings. They have built-in features, such as ab-
normally high ceilings for mechanization that severely limit their use
for purposes other than mail handling. These special-purpose build-
ings must be amortized, virtually 100 percent, over the term of the
basic lease. Lenders will loan very little on the residual value of this
type of building. If the Department is forced to reduce the basic
lease term on this type of facility to 20 years, it will increase the annual
rental very significantly.
For example, the Department's net rent for our new facility at

Houston, Tex., um' er a 30-year term is $661,376 annually. If a 20-year
term had been used, this rent would have been about $772,200 annually.

•Mr. JOHNSON. May I interrupt ? How many hundred thousand
square feet of space would that. be for $600.000 annual rent?
Mr. ABELL. I think the Houston is about 500,000 square feet.
Mr. JoHNsoNT. Was that built on a rental basis?
Mr. ABELL. Yes, sir.
Mr. JoHNsoN. Then you do build on a rental basis in excess of

100.000 square feet?
Mr. ABELL. Yes, sir.
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Mr. JOHNSON. IS it your plan in the future to build where it is over
that?
Mr. ABELL. That, sir, is in the hands of this committee today.
Mr. JOHNSON. The reason I asked is because it said back here you

were just asking for authority of 100,000 square feet.
Mr. ABELL. If I said that, it was a misstatement.
Mr. JOHNSON. I just made a note here that you made a statement

that the program was for facilities under 100,000 square feet. I guess
I must have misunderstood you.
Mr. ABELL. I think what I said is where the facility is over 100,000

square feet we feel that in almost every case we would want to be there
for a substantial period of time, at least 30 years, so this program has
direct application to any building over 100,000 square feet, and many
buildings where there are less than 100,000 square feet.
Mr. BARRY. I think on page 4 of the statement, lines 6 and 7:
But these same factors are not necessarily present with respect to larger build-

ings, those exceeding 100,000 square feet in size.
I think that may be where the confusion entered.
Mr. ABELL. I was talking there about in the case of smaller build-

ings, the rental of smaller buildings is justified because of our general
need in the smaller building to have flexibility. In other words, if we
are building a post office out here in Bethesda, Md., where the popula-
tion is expanding at a tremendous rate, we might be certain that that
building we built today will not be useful to us 10 years from today,
it will be outmoded as the community changes complexion, the popu-
lation increases, and there are more high-rise buildings out there.
Whereas, if we build a buiding in downtown Washington, where

the area is reasonably stable, more stable, we would be pretty certain
that for the next 40 to 70 years we would be able to use that building.
Our net rent for the relatively new post office at Detroit, Mich.,

under a 30-year lease, is $1,370,743 annually. If a 20-year term had
been used in this instance, the rent would have been about $1,518,500
annually.
It is true, under a 30-year term, more total interest is paid but this

is to be weighed against the objective, minimum Treasury financing.
Treasury financing is not interest free either, though it is somewhat
cheaper.
It is our current estimate that we will award 21 lease-construction

projects during fiscal year 1965 alone in which the 30-year lease term
would be used if it is available. It is clear that if we are compelled
to use a 20-year term for these facilities the annual rental rate will be
much greater than if a.30-year term can be used.
It is desirable, where leasing is to be used, to maintain a lower rental

rate with as even a distribution over the related revenue producing
period as possible. It is perhaps more important that the most eco-
nomical overall rental costs be achieved. By this test, too, a 30-year
lease is preferable tck the 20-year lease—provided the Department's
space needs at a given location can be projected to 30 years.
We have prepared a comparative analysis of 20- and 30-year basic

term leases entered into by the Department during the 5-year period
from July 1, 1957, to July 1, 1962. This analysis includes all the 20-
and 30-year leases executed by the Department during this 5-year
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period covering buildings having more than 20,000 net interior square
feet, and having renewal options up to 50 years. On this basis the
analysis includes twenty-six 20-year leases and twenty-five 30-year
leases.
This footage criteria gives us a comparison of buildings as nearly

similar as the facts permit. There are, however, marked differences
between the two categories. The 30-year leases have been used for the
larger, more complex and expensive buildings located in the large
metropolitan centers, such as Detroit and Houston, whereas the 20-
year lease terms have been used where the buildings are less complex
and less expensive located in medium-size cities, such as Joplin, Mo.,
and Pontiac, Mich.
Under these circumstances no valid comparison of cost per square

foot is possible. Variations in initial land and construction costs and
corresponding fluctuations in per-square-foot rental costs are not re-
lated.to the length of the lease term but are controlled by the specifica-
tions issued by the Department. The true measure of the economic
advantage of one lease term over another is the rental cost to the
Department for each dollar of initial cost. Only in this way can the
wide variation in initial costs be taken into account. The ultimate
test of the 30-year lease term is the rental cost to the Government over
'that term compared to the rental cost over the same term under a 20-
year basic lease term, assuming exercised options running up to 30
years.
The results of our analysis are set forth in exhibits A, B, and C.
Exhibit A shows that under 30-year leases the cost of rent averaged

6.0822 percent of initial cost for each of the 30 years of occupancy and
that the corresponding figure for 20-year leases, assuming the exercise
of options to 30 years was 6.3734 percent of initial costs. As the ex-
hibit shows, this is a difference of 4.5 percent in favor of the 30-year

The exhibit also shows that if occupancy goes to 40 years the
advantage is 25.9 percent in favor of the 30 year basic term lease and
that if the building is occupied for 50 years this advantage is in-
creased to 43.9 percent. The significant economic advantage at 40-
and 50 -year occupancy is not academic. There is every likelihood that
the buildings to which we apply the 30 year basic lease terms will be
occupied for these extended periods of time.

Exhibit B demonstrates another economic advantage of the 30-year
basic lease term. Most of our leases contain purchase options under
which the Government may elect to purchase the property at a price
specified in the lease and at the times specified in the lease. Usually
the options may be exercised in either type of lease at the end of 20
years and at 10-year intervals thereafter up to 50 years.

.
Exhibit B shows that if the Department exercised the purchase op-

tions contained in both types of leases at the end of the 20th year it
would get 18 percent more for its money under the options contained
in the 30-year leases than it would under the options contained in the
20-year leases. That advantage increases to 40.4 percent at the end
of the 30th year, 49A percent at the end of the 40th year, and 58.1
percent at the end of the 50th year. If values for real e4ate continue
to increase as they have in the past, there is a definite possibility that
the Government may wish to exercise these purchase options, The
economic advantage resulting from the use of a 30-year term and
related purchase options cannot be ignored.
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Exhibit C converts the percentage figures in exhibits A and B intoactual dollars of savings attributable to the use of the 30-year term.This exhibit shows that if the Department had been compelled touse a 20-year lease term with options on the 25 projects where the30-year term was actually used the additional rental cost to the Gov-ernment over the 30 years would have been $10,420,860. The exhibitshows that if occupancy had continued to 40 years, the additional costattributable to the use of a basic 20-year term would be $22,885,720and that this amount would increase to $42,502,870 if occupancy wereextended to 50 years.
Exhibit C also shows the total dollar advantage to the Governmentin exercising the purchase options in the 30-year leases as against thosein the 20-year leases. The exhibit shows that the options in the 30-year leases are worth $21,012,120 more than those in the 20-year leasesif the options were to be exercised at the 20th year and that thisadvantage goes to $42,024,600 if the options were exercised at the30th year, $45,526,260 if the options were exercised at the 40th year,and $50,195,620 if the options were exercised at the 50th year. Theexhibit also shows that this advantage is increased at each of theseintervals by reason of the lower rental costs of 30-year leases.
We believe that the reason the 30-year leases are more economicalthan the 20-year leases is that the 30-year leases are considered bymoneylenders to be more desirable as security for financing andtherefore attract funds at a lower interest rate. These long-term leasesattract loans from pension funds and insurance companies who arewilling to reduce interest rates in return for a long-term Governmentobligation with minimum administrative burden.
In some instances, such as at airports, the most practical way forthe Department to obtain a site is by an assignable ground lease. Thismeans that the builder to whom the lease is assigned must obtain aloan on his leasehold interest in order to finance the project. Here,too, the long-term lease seems to be considered a more attractive secu-rity than the shorter term lease. For example, many States prohibitinsurance companies from making loans on leasehold interests unlessthe lease has a specified number of years to run; significantly theStates of California, New York, Minnesota, and Ohio have statutesprohibiting loans by insurance companies on leases with varyingminimum terms, all exceeding 20 years.
It seems clear that the 30-year 'basic lease term has greater value asa security than does the 20-year term and is consequently moreeconomical.
Failure to extend section 2103 would jeopardize the major partof the Department's building program for fiscal 1965.—Failure to ex-tend section 2103 would not only deprive the Department of its mosteconomical lease term for long-term occupancy but would alsoseriously delay and even jeopardize the major facility buildings pro-gram now scheduled for fiscal 1965.
The Department is presently scheduled to award 21 major leaseconstruction projects during fiscal 1965 where 30-year basis leaseterms would be appropriate. The land for 13 of these extremely im-portant projects was acquired either by purchase, condemnation, orground lease under the authority of section 2103. As explainedearlier, the land acquisition and disposition authority contained insection 2103 may be used only for leases authorized by that section.

30-442-64 3
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It follows that unless that section is extended so that this land can be
disposed of to the successful bidders under its authority, these projects
cannot go forward. The probability is that the sites would have to
be declared surplus to Post Office Department needs and taken over
for disposition or use by the General Services Administration.

This, of course, raises the possibility of using these sites and con-
structing these buildings under a Federal building construction pro-
gram. This is a possibility, but there is no appropriation for such a
program for 1965, nor is any being requested by the Department or by
the General Services Administration. It is estimated that an ap-
propriation of about $100 million would be required for these build-
ings.
The eight remaining projects scheduled for 1965, where the sites

are under option, could be awarded on a 20-year basic lease term
basis. However considering that such terms for these large facilities
are uneconomical, I would be hesitant to proceed. If Congress fails
to extend this authority I would have to consider the legislative in-
tent that approval had been withdrawn from these projects.
The ultimate future of the Department's major facility construc-

tion program—after 1965—would depend on the development of a
workable Federal construction program. There is no certainty that
such a program will be developed.
Even if such a program is developed, there are certain types of

buildings in certain locations required for the postal service which
can only be feasibly developed under long-term leasing authority.
The full authority of section 2103 is essential to the development

of postal facilities in highland cost and certain other locations.—The
need for postal space where service is required is by no means dimin-
ished because land cost is high. Our space needs do not go away be-
cause land is expensive.
For many years the Department has desperately needed better and

larger mail handling facilities in the middle of New York City.
Studies conducted during the Eisenhower administration pinpointed
two locations where there facilities should be built. In 1958 the De-
partment acquired one of these sites located on the east side of 3rd
Avenue between East 54th and 55th Streets in what might be called
the United Nations section of Manhattan. Part of this site was ac-
quired by purchase and part by condemnation. In 1962 the Depart-
ment caused condemnation proceedings to be filed on the other site
located on East 31st and 32d Streets between Lexington and 3rd
Avenues. All this land was acquired under the authority of section
2103.

These two sites cost many millions of dollars. The postal space re-
quired at the two locations is about 400,000 and 350,000 square feet,
respectively. Under New York zoning regulations buildings could
be constructed on these sites containing in excess of twice the postal
requirements. Under these circumstances it would appear to be in
the public interest to develop these sites for their highest and best
use, thus spreading the high cost of the land over a much broader
base. If buildings are constructed on these sites for postal use only,
it would mean that the Post Office Department would bear the full
cost of this extremely expensive land. If, on the other hand, build-
ings are constructed on these sites, fully utilizing the commercial po-
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tentiul of the sites, the tenants of the nonpostal space would bear a
share of the land cost. In fact, since the Department owns the sites
and will transfer them to the bidder offering the Department the
lowest rent, there is an excellent chance that the commercial tenants
will bear much more than a pro rata share of the land costs. I feel
confident competitive bidding will force this result.
The authority contained in section 2103 is absolutely essential to

the development of sites such as these in Manhattan.
Mr. DuLsiii. You have an assignable option?
Mr. ABELL. No, sir; we own this site.
Mr. DuLsKL This particular instance, you own this site in New

York City?
Mr. ABELL. Yes, sir.
Mr. DULSK I. When you enter into a contract with the builder doyou specify the designs of that contract or does he agree to put up abuilding and rent a certain portion to you?
Mr. ABELL. In this case, this is a unique situation that we haven'ttried before it is a little 'Efferent from what we 'normally do and weare being extremely cautious in the way we enter into it. Let meanswer your question by outlining basically how ths is going to work.We have a site, substantially all of a solid block in New York City.We hire an architect to design a building, to use this location in themost efficient manner, taking into account the Post Office Departmentneeds and also providing as much additional space as could be doneunder New York regulations.
We now have building plans which call for two basements, a4-story base and a 38-story tower. We will offer advertisement forbids on the 1st of ,April. Interested contractors—and a number ofthem have already expressed quite a lot of interest in this project—will submit bids under which they will offer to buy the land, reimburseus for the architect's fee, build the building, and rent the two basementlevels and the four-story base building to us.
This section will be built exactly to our specifications. This archi-tect has already designed it. They will then build the 38-story towerand lease the tower to private tenants. So they have to get out theirpencil and paper and figure out just what they can rent this wholeproject for and what it is going to cost them, and hope they are thesuccessful low bidder, because the key factor we are looking for inawarding this bid is the cost of our part of the building to theGovernment.
Mr. DITLSKI. Then your contract with the contractor is for the saleof the land with the condition that he erect a certain type of building,portions of which will be used exclusively for the post office, plus what-ever private tenants that he may engage to rent the upper floors?Mr. ABELL. This is the initial one. I might say there has beensome—I didn't want to confuse this hearing too much or get too farafield, but I will get to it briefly so you don't think I have misled you.Because there has been a certain amount of controversy about it,we actually plan to ask every bidder to submit four different bids onthis project. There has been some feeling that the tower which wevisualize for private tenants is not justified. So each bidder willbid for the base building with and without the tower.
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There has also been quite a lot of discussion about what the price

of the land should be to the successful bidder. The land actually cost

$3.9 million. We have since recovered $700,000 of that in rents, so

the net cost of that land is $3.2 million. The land has been appraised

at almost $8 million. That is the increase in value that has occurred

between acquisition date in 1958 and today. One appraisal at $7.8

million came in and we are waiting for another appraisal now.
So each bidder will bid on what he would charge us, if he were just to

build the post office, what he would charge us if he were to build the
post office building and the tower, and in each of these two cases what
he would bid if he were to reimburse us for the full cost of the land at
present market value or, on the other hand, the acquisition costs of the
land.
Mr. BARRY. How are you going to make up your mind when you get

all those figures in?
Mr. ABELL. Well, we are going to flip coins. No, seriously, we feel

this is something we can analyze and make an exact evaluation of
what—all things being considered—considering the cost of interest
to the Government, the cost of financing to the Government, cost of
taxes, and so forth and so on, just what it will amount to.
Mr. BARRY. One of the strong arguments in the testimony you have

prepared was the fact that by building the tower you would spread
the land cost over a larger number of uses, thereby bringing down our
costs. So there shouldn't be any doubt as to the results.
Mr. ABELL. There is no doubt. I think the lowest bid is going to be

for the land acquisition cost, the $3.2 million this land has cost us, and
the building with the full tower. I don't see how it can be otherwise.
Mr. BARRY. In other words, if you made each bidder decide now,

that on the basis of any reasonable economics if you spread the cost
of living on, you have got a 38 to 4 ratio there; it is a perfectly obvious
thing. Realizing the decision you will ultimately make, wouldn't two
figures suffice the cost of the building and his allocation of that cost
to land? Then you would adjust one of them up or down, whether
or not he was high on the building site and low on the land, you might
be able to get him up on the land and that way come out with a better
deal for Uncle Sam without so many gyrations. It seems to me we are
going to get more confused there.
Mr. ABELL. My hope is that I haven't confused the members of this

committee. And you make exactly the very same reasonable argument
about this that I made in my presentation, which I feel strongly about.
I am amazed at the people who feel this tower is not justified. I hear
all kinds of reasons for not building it. I am glad that you agree with,
me; it always makes me happy to have reasonable people agree with
me.
Mr. BARRY. Ostensibly knowing the value of land in the United Na-

tions area of New York, the higher the building the lower the cost the
square foot, whether Government or private enterprise or whoever uses 

i 
,

it. I think it is pretty obvious. It s just a matter of public relations.
Mr. ABELL. I think it is obvious, too. I was prepared to take a

stand on it and I discovered that deep thinkers over in the Bureau
of the Budget and the General Accounting Office were all worried
about different factors in that.
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Mr. BARRY. There are a lot of loops in the bureaucratic knot and one
of the problems is to untie each one of them.
Mr. JOHNSON. If you charge him $8 million for the land, the Fed-

eral Government gets the $8 million now. Then we will have to pay
a higher rent because we charged him $8 million for the land and we
will have to pay interest in the amortization on the $8 million.
Wouldn't it be better to sell the land for $3 million with the option at
the end of 30 years you can buy the property back based on the part,
the $3 million that he got the land for?
Mr. ABELL. I agree with you 100 percent about the cost of the land.

The cost of financing to the Government is a little bit cheaper than it
is to private investors. So if a private investor has to pay $8 million he
is going to get from the post office increased rent to cover interest on
the $8 million. I think this borders on the axiomatic. But again, I
have been pilloried and accused of giving a $5 million bonanza, so my
easy solution is to let every bidder come in and bid it each way.
As to the option to purchase, we don't think the Government should

be in the real estate business any more than it already is. Some people
have accused me—and Mr. Wallhouser's constituent, Tony Keffmore,
accused me of this—of being in the real estate business. We don't
think the Government should own a 38-story building in New York
which it leases to private industry, doctors, lawyers whatever they
might be. This is one of the reasons we think there should be a leased
project, where private enterprise owns it and leases to us what we need.
I don't think we will have any purchase options in this particular
project.
Mr. Duisiu. That may be all right in this particular instance in

New York but how about other parts of the country, where you can put
up a 4-story building?
Mr. ABELL. Where we just have the building without the complica-

tions of private tenants?
Mr. DuLsKi. Is the Post Office getting out of the construction of

buildings for its own exclusive use and entering into the lease arrange-
ments in preference thereto?
Mr. ABELL. We never have been able to build for our own exclusive

use for Federal ownership; all of our construction has been this lease
construction program.
Mr. DuLsx.I. Why? If a private individual can go out and construct

a building for the Government, lease it to the Government and make
money, why can't the Government do it itself?
Mr. ABELL. They can through the General Services Administra-

tion; they build a Federal building and we in many respects are the
major occupant of those.
Mr. DIILSKI. Why is there a preference to the lease arrangement

over the ownership principle?
Mr. ABELL. Well, there are different factors involved. In the

smaller buildings particularly we have a need frequently to get out
of the building after 10 years. We have expanded in that area to the
point the building- no longer serves our purposes. We can lease it for
10 years and at the end of that period go and get another building. 

iFor the larger buildings the lease program s not as advantageous
economically in some instances. But there are also, when you put all
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the factors in, there are many times when we feel it is more advan-
tageous to lease the building.

Generally, a building will cost less per square foot when it is pro-
duced under this arrangement, when the General Administration con-
tracts for it. We have less complications than when we go in and have
our own program and deal directly with the contractor ourselves.
Mr. BARRY. If the gentleman will yield: Isn't the real answer to

this question the fact that we needed many post offices at a given period
of time, that the Congress was reluctant to build them, and therefore
entering into the lease arrangement kept down the initial condemnation
costs and at the same time gave us much needed space? I think this
is the kernel of it.
Mr. ABELL. This way you spread the cost as rent instead of having

big chunks of appropriations coming in as capital expense.
Mr. DITLSKI. Well, I wanted you to tell me that for the record.
Mr. ABELL. We have gotten around in so many circles that I forgot

some of my argument. I am glad Mr. Barry helped me out.
Mr. DuLsKi. I wanted to get that on the record because when this

reaches the floor of the House some eager beaver is going to come Up
with this question and we would like to have that answer in the rec-
ord to respond to that inquiry should it be made.
Mr. WALLHATTSER. Yes • I can think of one Member who will argue

very strongly that the dovernment should own all its buildings.
Mr. DIILSKI. It is almost 11 o'clock and I think we have to hurry

along here if we want to get through this morning.
. Mr. ABELL. Well, as I was making the point about private enter-
prise in this project in Manhattan, I don't think projects of this kind
should be developed under a Federal building program. I do not be-
lieve—and I think you will agree—that the Federal Government
should build two skyscrapers in mid-Manhattan and lease most of them
to private tenants. I feel this would be a substantial encroachment
of the Government into free enterprise.
Mr. BARRY. Mr. Chairman, I do want to nail down whether we have

an option to get additional floors in the same building should we ever
need them?
Mr. ABELL. I have never considered that.
Mr. JENSEN. No; we are not contemplating that in our agreement to

lease. We are designing this facility to meet our needs for about 20
years and we think this will be adequate.
Mr. ABELL. Did you say 20 years?
Mr. JENSEN. Excuse me. Twenty years with options which will

carry to 70 years.
Mr. BARRY. It seems to me you ought to protect yourself to utilize

that space, if you have to come in again after 30 years and buy addi-
tional space. That is a bargain, that piece of land, and I wouldn't
give up too readily. Just a suggestion.
Mr. ABELL. I think a good suggestion.
Mr. WALLHATJSER. If the gentleman will yield: Do I understand

that under 2102 there is no provision that would allow you to receive
donated land?
Mr. ABELL. That is correct.
Mr. WALLHATTSER. That is, of course, another reason why we must

have 2103. In the case of my community we donated the land to the
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Government for the use of the time that you were occupying the
building.

• Mr. ABELL. This is not an infrequent occurrence, Mr. Wallhauser,
and in many cases we have the situation where the local community,
the local city, is happy if not to actually give us the land, to sell the
land at a very reasonable cost, with the knowledge that it will be
owned by a private individual and kept on the local tax rolls, where-
as if the Federal Government got it there would be a substantial block
of downtown real estate removed perhaps forever from the local
taxation.
I don't think projects of the Manhattan magnitude should be devel-

oped under a Federal building program. I do not believe—and I
think you will agree—that the Federal Government should build two
skyscrapers, in mid-Manhattan about 20 blocks apart, and lease most
of them to private tenants. This would be a substantial encroach-
ment of the Government into free enterprise.
There are certain locations, such as those at airports, where the De-

partment must have a mail-handling facility but where the only prac-
tical means of obtaining it is through a long-term assignable ground
lease. There are other situations where the availability of the best
and most economical site owned by a municipality, for example—
depends on the construction of a leased facility that will remain on the
local tax rolls. The city will sell to us at a very favorable price if
the land in question is to be taxed. Othewise we would have to con-
demn the land and pay a substantially higher price.
Even if a Federal construction program were to be developed, it

would not solve these problems. The solution lies in the continued
long-term leasing and supporting land acquisition and disposition
authority. Particularly to meet these problems in the future, I ask
that the time limitation on section 2103 be eliminated.
The land acqui-sition and disposition authority contained in sec-

tion 2103 is essential to the entire leasing program.—The land. acquisi-
tion and disposition authority contained in section 2103 may be used
in connection with all leases entered into under the authority of the
section, and this includes leases up to 30 years in duration. This is as
it should be because this authority is essential to an effective leasing
program whether the leases are of 10, 20, or 30 years in duration.
To achieve the lowest possible rents a lease construction program

must be competitive. It must lend itself to true competitive bidding.
True competitive bidding requires that all bidders bid on the same
project, including the site. This means that the site for the project
must be under control so that it can be offered to the low bidder.
So-called open bidding, where each bidder furnishes his own site with-
in a specified area, is not true competitive bidding.
We are successful in obtaining site options at fair and reasonable

prices for almost all the projects included in our extensive lease con-
struction program. This success must be directly attributed to the
existence of the condemnation authority contained in section 2103.
The mere existence of the authority is enough in almost all cases.
However, suitable sites are sometimes unobtainable under assignable
site options, making acquisition by purchase, condemnation, or lease,
the only means by which control can be acquired.
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Use of this direct land acquisition authority is desirable when-
1. One or more owners of parcels within selected site area demand

exorbitant prices and the Government's interests can be protected
only by acquiring through condemnation, leaving the determination
of fair value to the court;

2. Option speculators tie up the choice sites in an area to force the
Government to accept their terms;

3. Clear title to one or more parcels of a selected site cannot be con-
veyed by the owner, but title can be cleared by condemnation pro-
ceedings;
4. A municipality or other non-Federal Government unit owns the

desired site and is willing to sell at a reasonable price, but lacks
statutory authority to do so;

5. Owners refuse to grant assignable land purchase options for the
length of time required to make a lease award, especially for major
facilities where a period of more than a year would elapse before a
lease award;

6. Owners will agree to a firm sales contract at an acceptable price,
but decline to tie up their properties by granting mere assignable op-
tions to purchase;

7. Owners are willing to give a ground lease but, for tax and other
reasons, decline to sell outright;

8. The Government is not able to obtain an agreement to sell from
all the owners where one or more hold key parcels necessary to the
development of the entire selected site.
The continued existence of this land authority and the right to

use it with respect to all leases is vital to the Department's entire
leasing program. Section 2103 now meets this need, and it should
be continued in effect.

SUMMARY

To summarize—the 30-year leasing authority contained in section
2103 should be continued because:

1. It is the most economical method of procuring space where long-
term occupancy is projected and leasing is appropriate.

2. The 30-year term enables the Department to more evenly match
space costs and revenue—thus minimizing Treasury financing.

3. It is especially needed during fiscal 1965 since otherwise our major
facilities program will be drastically curtailed.
4. After fiscal 1965, if a Federal construction program were to

be developed, continued 30-year leasing authority is essential to the
development of facilities where Federal ownership is inappropriate.
The land acquisition and disposition authority contained in H.R.

9653, including the all-important condemnation authority, should be
continued because:

1. It is basic to a competitive lease construction program irrespective
of the length of the lease terms.
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2. Without land disposition authority, and in the absence of an
appropriation for a Federal construction program during fiscal 1965,
the entire postal construction program of major facilities will come
to a halt during fiscal 1965.

3. The condemnation authority protects the Department against
excessive land costs, and its very existence enables the Department to
obtain options at fair prices which would not otherwise be obtainable.
What we are asking here is simply that the Department be per-

mitted to retain the same space acquisition tools available to private
industry. We compete with private industry for space—we should
be in a position to compete effectively.
For these reasons we recommend the passage of H.R. 9653.
(The exhibits referred to are as follows:)

Exinsrr A

Comparative net costs of occupancy in postal facilities under 20- and 30-year
base-term leases with renewal options to 50 years entered into between July
1, 1957, and July 1, 1962

Base term of
contract

Num-
ber of

projects

Total
square
feet,

interior

Total cost,
land plus
estimated
cost of

Annual net rental rate per dollar of initial
project cost

analyzed plus construe- 1 to 20 20 to 30 1 to 30 30 to 40 40 to 50
platform tion years years years years years

20 years plus re-
newal options_ __ 26 796,000 $14, 180,000 $0. 070027 $0. 051339 $0. 063734 $0. 041255 $0. 03822230 years plus re-
newal options 25 5, 320, 000 116, 734, 000  $0. 060822 $0. 030577 $0. 021417Percent annual
savings, 30-year
contracts 4.5i 25.9 43.9

Ex HIBIT B

Comparative costs of acquiring title to postal facilities under 20- and 30-year
base-term leases with purchase options entered into between July 1, 1957, and
July 1, 1962

Base term of contract

Number
of

projects
analyzed

Total cost,
land plus
estimated
cost of

construction

Ratios of purchase options to dollars of
initial project costs (percent)

20th year 30th year 40th year 50th year

20-year _  1 14 $6, 596,000 96. 0 89. 0 79.0 74.030-year  
Percent savings, 30-year contracts 

25 116, 734, 000 78.0
18.8

53.0
40.4

40.0
49.4

31.0
58. 1

1 Many 20-year base-term contracts prior to fiscal year 1960 did not include options to purchase.

30-442-64-4
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Mr. DULSKI. I have a question to ask you. I notice in reading thebill that we have under consideration that it provides that 39 U.S.C.2109 be amended to read:
Agreements may not be entered into under sections 2104 and 2105 of this titleafter July 22, 1964.

That is the complete amendment?
Mr. ABELL. That is the complete bill.
Mr. DULSKI. There is no reference to 2103, to which you have di-rected most of your testimony. Now under this amendment sections2104 and 2105 will no longer exist in the law after July 22, 1964. Whyare you dropping those sections?
Mr. ABELL. I will have Mr. Coffman respond.

SECTIONS 2104 AND 2105

Mr. COFFMAN. These authorize the Department to enter into lease-purchase agreements. They have been abandoned by the Post OfficeDepartment and by the remainder of the Government due to a con-gressional mandate contained in the appropriation act several yearsago. These for all practical purposes are dead sections that we arenot using any longer. They no longer are of any value to us.
Mr. Dur.sKt. Yousay "lease-purchase agreements." Would youdescribe that more fully?
Mr. COFFMAN. It is an arrangement whereby the rent is allocated tothe purchase price. The agreement to lease authorizes a purchase tobe made by the Government but rather than just paying the purchaseprice you also have credited against the purchase price the amountthat has been paid in rent, or a percentage of that.
For some reason that I am not familiar with these seems to be a

consensus that this program was not a wise program and, accordingly,
Congress for all practical purposes killed it several years ago.
Mr. DITLSKI. What it actually amounts to then is a lease agreement

with an option to purchase?
Mr. COFFMAN. With option to purchase and rent to be creditedagainst the purchase price.
Mr. DuLsKt. It's been brought to my attention that under these two

sections that after 30 years the Government would automatically be-
come the owner of the property.
Mr. ABELL. What happens is the contract frequently becomes in-

flated so you wind up actually paying more than you should for the
building under this type of arrangement. Plus the fact that one of
the arguments—it's a sound argument in many cases—for using this
lease authority is to have the flexibility to just move out and not be
bothered about disposal of that surplus.
Mr. DULSKI. In other words, the Government would ultimately

wind up as the owner at the expiration of the lease?
Mr. ABELL. Right. -Whereas under 2102 and 2103 we can lease the

building and have an option to purchase. If we feel the continued use
is wise and economically justified we can go ahead and buy it, but we
don't have to.
Mr. DULSKI. Therefore, it has not been to the best interests of theGovernment to enter into arrangements under 2104 and 2105, it is

better under 2103; that is the purpose of your statement?
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Mr. ABELL. Correct.
Mr. WALLHAITSER. Mr. Chairman.
Under the proposed legislation the agreement under 2103 would

stand in perpetuity?
Mr. ABELL. Yes, sir.
Mr. WALLHAITSER. As 2102 now does?
Mr. ABELL. Perpetuity—it will stand until Congress amends it.

Mr. WALLHAITSER. Without any cutoff date?
MT. ABELL. Yes, sir.
Mr. WALLHAITSER. We will probably run into some problem on this

score from some Member of Congress who may wish to put a cutoff

date similar to the one that was on now. In other, words, was the 10

years, from 1954 to 19.64, an extension? I think you should develop

quite specifically why you object to the 10-year extension of the present

cutoff date.
Mr. ABELL. Let me tell you my reasoning on that. I feel that there

are very definite, specific projects, and I have outlined them in my

statement—which I am probably not going to have a chance to read.
but I hope you will read it later—there are specifics like the two proj-

ects we were talking about a few moments ago, in New York; instances

at airports where the local airport authority doesn't want to sell a piece

of land in the middle of the airport; instances where the city- or some

other government or quasi-governmental authority does not want a

piece of land that they would like to use brought under Federal own-
ership for one reason or another; that this 30-year leasing authority is
of invaluable use to us.
The only alternative, as I have pointed out, would be to go to the 20-

year leasing authority, and again we don't have, in section 2102 our

necessary condemnation authority, and acceptance of donation author-

ity, and other land disposition and acquisition authority which is very

necessary to the total leasing program.
There are definitely specific places where a leasing arrangement

is your only practical alternative and in many of these cases th.e
30-year lease is quite appropriate and much more economncal than

the 20-year lease. This should be divorced from the whole subject

of Federal ownership.
Mr. WALLHAUSER. I am not making a point of Federal ownership.
Mr. ABELL. If I get favorable consideration here, there are other

people who will be talking about it.
Mr. WALLHAUSER. When the matter of cutoff date is raised about

the legislation, do we have a right answer, which I assume, if I
may paraphrase you, is that the 30-year lease is a just arrangement
to us and even more so in many cases than the 20-year, inasmuch as
the 20-year lease section has no cutoff section, is equal in fact to having
a 30-year lease privilege; is that correct, approximately so?
Mr. ABELL. That is correct. And if this argument comes up on

the floor of the House and the argument is made by Members that
the Post Office Department shouldn't have this 30-year authority
any more or, if so, it should be only a short period of years, I hope
.you will counter by saying that the Post Office Department, you have
'been assured, will continue to investigate the possibility of broader
Federal ownership where Federal ownership is appropriate,- but there
are still instances where we need this 30 year authority.
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Mr. WALLHAUSER. Thank you.
Mr. ABELL. It is an argument of degree and I don't think the degree

goes to the number of years that we have this but to the number
of projects to which this 30-year authority is applied.
Now Congressman Jones has submitted a statement for the record

here, as chairman of the Public Buildings and Ground Subcommittee
of the Public Works Committee of the House, and I think that his
statement will reinforce my argument.
Mr. WALLUAUSER. Thank you.
Mr. BARRY. Gentlemen, I am getting back to this New York post

office
Mr. ABELL. It is close to home.
Mr. BARRY. I am a New Yorker here and as a member of this com-

mitee I have a keen interest in it. It seems to me if the land now
is worth $8 million, if we were to charge rent to the builder of this
building, say 6 percent of that $8 million, we would get a credit
on our rent of S480,000. That would be our land credit let's say.
Let's assume that it costs $6 million to build the post office part of that
building. At 6 percent, if he charged us 6 percent that would be
$360,000. And if we paid $3 million for the building, at a time when
we were borrowing money at 4 percent, that would be a cost of
$120,000; so, our interest cost on the original three, plus the cost to rent,
$360,000 a year., offset by the cost charged to him of the rent for the
privilege of building 36 stories up in the air, we would be breaking
even on our money; it could cost us nothing.
Mr. ABELL. Sounds great; hope it works. We hadn't considered

the possibility of ground lease to the builder. Are you suggesting
actual ground lease—,--
Mr. DuLsKr. I think you ought to hire Congressman Barry to rent

this building for you.
Mr. BARRY. I am identified in the area to the extent that I am back-

ing into this by realization that the possibility of giving the building
iup n 30 years might be unwise fOr future generations. Because I

think it would be almost impossible to acquire a block of land at that
point. So how do you hang on to it? By leasing it back to him—we
aren't going to be in the business of making money in real estate, but
we are certainly not against breaking even.
As a free enterprise Congressman, I would stand up for our right

to own this property in perpetuity providing we weren't in the busi-
ness of making money on it. We are in the business of making space
for our post office.
Mr. ABELL. To me this is a fascinating idea. Not having consid-

ered it, I don't want to make any rash statements.
Mr. Chairman, could we go off the record?
Mr. DITLSKL Off the record.
(Discussion off the record.)
Mr. DuLsiu. Back on the record.
You indicated in your testimony a bit earlier that you would askthe contractor to buy this land and to erect this building, the Govern-

ment would occupy two subbasement levels, plus four floors above the
ground and the upper portion of the building would be rented t,o
private individuals. You mentioned at the expiration of 30 years
the Government( might have the option to renew for an additional
period of 40 years, making a total of 70?
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Mr. ABELL. In eight 5-year blocks, eight 5-year options, making 40
years in addition.
Mr. Drusia. As I read 2103, it says the Government may enter into

lease agreements for periods not exceeding 30 years. By what author-
ity would you have to make agreements for eight 5-years or a total of
40 years in addition to the original lease of 30 years?
Mr. ABELL. That is a good question. Each agreement is separate. 

iThe initial 30-year agreement s a separate contract. This contains
an option and if we exercise the option that is a separate agreement
in effect legally.
Mr. DITLSKI. But you are getting option for additional period of

40 years. I wondered if the language of this statute is sufficient to
give the authority to enter into option beyond the period of 30 years?
Mr. ABELL. Yes, sir; we have had an option on that.
Mr. COFFMAN.. The Government is not bound for more than 30 years

and, in view of the nonbinding character of options, the General Ac-
counting ruled the ownership or right to exercise option 
Mr. DITLSKI. I fully realize what an option is.
Mr. COFFMAN. I understand your question is whether execution by

the Department of a lease with a 30-year term and eight 5-year re-
newal options, such as we propose for the FDR station in New York
City, violates the statutory mandate that a lease term shall not exceed
30 years.
Of course, it is understood that the option to renew vests the discre-

tion exclusively in the Department as lessee to decide at the expiration
of the primary term whether it would be in the best interests of the
Government to renew the lease at the stated rentals. In other words,
the renewal options do not operate automatically.
The Goverment is contractually obligated to but a 30-year term.

The options to renew do not themselves extend that term beyond 30
years. If at the expiration of the 30-year term the Department de-
cides it would be in the best interests of the Government to occupy
under a 5-year renewal option and elects to do so, a new 5-year term is
thereby created.
The Comptroller General has passed upon the specific question

raised by you and in his decision, B-103967, July 7, 1954, recognized
that section 2103, title 39, United States Code, specifically authorizes
30-year terms with additional renewal options.
The Department has made hundreds of awards under its sections

2102 and 2103 leasing authority which are for 20- and 30-year terms,
respectively, which agreements contain renewal term options.
The same principle applies where the series of 5-year options is more

than six in number and hence covers more than 30 years. There is no
binding lease for more than 5 years in any one time and consequently
the mandate that a lease term shall not exceed 30 years is not violated.
Mr. DULSKI. The lessee exercises the discretion as to whether or not

the option should be or should not.
Mr. COFFMAN. That is the situation here where we have the option

to exercise, since it is not binding.
Mr. ABELL. Since we are the lessee we have not bound ourselves be-

yond 30 years; therefore, we are within the authorization of that
section and we go for the first 30 years and then each additional option
is considered separately under the authorization of that section.
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Mr. DITLSKI. Mr. Roybal, any questions?
Mr. ROYBAL. No, sir.
Mr. DULSKI. Unless you have some further comments, or your asso-

ciates, which you wish to put on the record, this will conclude today's
hearings.
Mr. ABELL. Mr. Chairman, I just want to thank you and the mem-

bers of this committee for hearing my case here today.
Mr. DULSKI. Your report, "Post Office Department New Construc-

tion Program," will be inserted at this point in the record.
(The prepared report follows:)

POST OFFICE DEPARTMENT NEW CONSTRUCTION PROGRAM, 5-YEAR PROJECTIONS,
FISCAL YEARS 1964 THROUGH 1968

Bureau of Facilities, Post Office Department, January 1964
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SECTION I. SUMMARY AND PROJECTIONS

1. Foreword
This is a revision and updating of the lease construction program-5-year

projections, fiscal years 1963 through 1967, published in November 1962 in con-
nection with the 1964 budget requests of the Bureau of Facilities. This presen-
tation moves the projections forward 1 year to include fiscal years 1964 through
1968. The general analysis covers the need for new space without regard to
the method of acquisition. The specific 5-year projections are stated in terms of
the leasing program because this is the program now being utilized.

Section I contains a summary of the growth factors which make impera 11 v. a
substantial annual increase in postal space. It closes with a projection of what
that increase should be in terms of square feet and in terms of number of awards
for fiscal years 1964 through 1968 if the leasing method is to be utilized in meeting
requirements.
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Section II contains in organized detail substantially all the known facts and

factors supporting the premise upon which the projections are based, namely,

that the growth and shift of population, plus the much greater growth in mail

volume, make inevitable a constant, substantial increase in the space needed to

handle the mail, not only for the next 5 years but for the foreseeable future.

2. Summary of growth factors

Since the turn of the century the population of this country has increased from

approximately 76 to 190 million, or about 21/2 times. A major part of this in-

crease has been in the urban areas of the country, the number of urban com-

munities having increased from approximately 1,700 in 1900 to over 5,000 at

the present time.
During this same period the volume of originating domestic mail has increased

from approximately 7 billion pieces per year in 1900 to approximately 68 billion

at the present time, or nearly 10 times the volume at the beginning of the cen-
tury. Thus, the per capita utilization of the postal service in the past 63 years
has increased approximately four times as fast as the population itself, or from
an average of 95 pieces per capita in 1900 to over 350 pieces in 1962.
A major portion of these increases in mail volumes has resulted from the rapidly

accelerating use of the postal communications system by commerce and industry
to a point where it is now estimated that 75 percent of all originating domestic
mail is generated by commercial and industrial organizations and that an addi-
tional 15 percent is generated by the public in response. Since, at the present
time, most business enterprises as well as their customers are located within
urban areas, the two-thirds of the total population current:y living in these areas
generates and receives approximately nine-tenths of the total mail volume while
the balance of one-third of the population is responsible for but one-tenth of the
mail.
During most of the period since 1900, the Department has been faced with a

constant need to continuously expand its plant capacities in order to handle
efficiently this accelerating growth in mail volumes. While the depression period
of the decade 1930 to 1940 resulted in a reduction in mail volumes, during which
time the public works programs provided an extensive refurbishment of the postal
plant, the resumption of the country's economic vigor following 1940 soon resulted
in a recurring inadequacy of postal facilities to meet the accelerated rate of
postal growth.
Based on growth factors of population and mail volumes experienced in the

last two decades, it is now estimated that the present population will increase to
approximately 247 million by 1980 and at least 330 million by the year 2000,
while the mail volume will increase to approximately 124 billion pieces in 1980
and 242 billion in the year 2000. In terms of mail volumes, this means that the
total originating domestic mail will nearly double each 20 years to the end of
this century, although the population will increase only about 84 percent during
the entire period.
Based on the application of present standards to these growth factors, it is

estimated that it will be necessary to expand the present postal plan at the rate
of approximately 5 million square feet of additional interior space per year
merely to meet current requirements. However, since sound economic practice
dictates the feasibility of building now to meet both current and foreseeable
requirements, it is obvious that the plant expansion program, particularly in
high-growth areas, should include provisions for handling increasing mail volumes
without major additional remodeling or reconstruction.
Thus, it is presently estimated that the postal plant must be increased to a

minimum of approximatley 150 million square feet of interior space by 1970
and 200 million square feet by 1980 just to keep current and without provision
for future growth.
The proposed 5-year program, submitted herewith, is simply a segment of the

Department's long-range facilities projections based on both meeting today's
and a part of tomorrow's needs. Therefore, while the inclusion of expansion
factors results in meeting the 1970 target in 1968, it will obviously be necessary
to continue to expand the postal plant thereafter as long as the economic vigor
of this country continues to grow.
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3. Analysis of existing postal facilities
As of the close of fiscal year 1963, the Department occupied approximately

112.6 million square feet of interior space in 28,282 Government-owned or leased
or rented buildings, exclusive of fourth-class offices and contract stations.
The following table sets forth, as of June 30, 1963 (a) the number and types

of facilities occupied, (b) the square feet of interior space occupied by type of
facility, and (c) the change in interior square feet occupied from 1960 to 1963:

TABLE I.—Existing postal facilities
(A) NUMBER OF POSTAL UNITS AND AUXILIARY INSTALLATIONS, JUNE 30, 1963

Federal Leased Rented Total

Type:
1st-class office 2, 578 1, 657  4, 235
2d-class office 392 4,627 1,789 6, 808
3d-class office 3 1,085 11,984 13, 072
Branches and stations 191 2,300 884 3,375
Other 1 6 706 80 792

Total 3, 170 10,375 14, 737 28, 282

(B) MILLION SQUARE FEET OF INTERIOR POSTAL SPACE, JUNE 30, 1963

Class of office:
1st 52.8 12.0  64.8
2d 2.4 9.8 1.2 13.4
3d_  1.4 8.6 10.0
Branches and stations .9 10. 8 . 6 12. 3
Other 1 .3 11.6 .2 12. 1

Total 56.4 45.6 10.6 112. 6

(0) SQUARE FEET OF INTERIOR POSTAL SPACE CHANGES, FISCAL YEAR, 1960-63

As of June 30, 1960 2 55,757 33,948 10,422 102, 127
As of June 30, 1963_ 56,362 45,616 10,694 112,672

Increase or decrease -1,395 ±11,663 +272 +10,545

1 "Other" includes parcel post annexes, truck terminals, airmail facilities, vehicle maintenance facilities,
regional offices, supply centers, and other miscellaneous space.

Adjusted to make comparable with Federal space adjustments made in 1962.

Leased space is directly controlled by the Department through direct con-
tractual agreements with the lessors. The terms and conditions of these agree-
ments vary considerably by length of lease periods, options to renew or pur-
chase, provisions for lessor or lessee maintenance, and lease cancelation clauses.
Lease procedures are generally used for buildings when the rental rates are in
excess of $3,000 per year. Basic lease periods vary from 5 to 30 years, depend-
ing on the foreseeable requirements and best interests of the Department in
each case.
Rented space is also directly controlled by the Department through direct

contractual agreements which permit either the Department or the owner to
cancel an agreement or a 30-day notice by either party. For the most part,
rental agreements are used for acquiring small buildings of under 2,000 square
feet, although the Department often uses this type of agreement to acquire tem-
porary space of larger dimensions.

4. Five-year projection, fiscal years 1964-through 1968
To meet urgent requirements for additional postal facilities as well as to re-

place obsolete -or inadequate buildings, it will be necessary for the Department
to acquire a total of 51.8--milion square feet of interior postal space during the
5-year period 1964 through 1968.

30-442--64---5
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Twenty-five percent of this total, or 12.9 !ninon square feet, will be needed
for replacement purposes and 38.9 million square feet will be needed to handle
expanding mail volumes.

If this urgently needed space were to be acquired entirely under the leasing
program, annual rental rates would increase a net of $82.2 million by the end of
the 5-year period.

If, on the other hand, these needs were to be met entirely by direct Federal out-
lays, appropriations totaling approximately $1.1 billion would be required.
Table II below summarizes the number of contracts for new construction

which it will be necessary for the Department to award each year for the en-
suing 5 years under the present leasing program.

TABLE II.-Number of awards for new construction, fiscal years 1964 through
1968

Fiscal year: Number Fiscal year-Continued Number

1964 975 1967  918
1965   971 1968  920
1966   956

Total  4, 740

Table III summarizes the total estimated net changes in occupancy of leased
and rented facilities for the entire period 1964 through 1968 and table IV, (a)
through ( e), sets forth in detail the proposed actions in each specific fiscal year.

TABLE III.-Summarv: Estimated net changes in occupancy of leased and rented
postal facilities, interior operating areas including platforms, and annual rates,
fiscal years 1964 through 1968

Leases Rents
Combined
total at end
of fiscal yearTotal added

during
fiscal year

Cumulative
total at end
of fiscal year

Total added
during

fiscal year

Cumulative
total at end
of fiscal year

1. Number of buildings:
(a) As of July 1, 1963 10,375  14,737 25,112
(b) Fiscal years:

1964 354 10,729 -90 14,647 25,376
1965 437 11,166 -134 14,513 25,679
1966 511 11,677 -179 14,334 26.011
1967_  444 12,121 -154 14,180 26,301
1968 440 12,561 -154 14,026 26,587

5-year increase 2, 186  -711  1,475

3. Interior area and platform (thousands
of square feet):
(a) As of July 1, 1963 48, 793  11,262 60,055
(b) Fiscal years:

1964  5,510 54,303 -39 11,223 65,526
1965_  5,508 59,811 -31 11,192 71,003
1966_  10,054 69,865 -107 11,085 80,950
1967  9,208 79,073 -79 11,006 90,079
1968  8,997 88, 070 -88 10,918 98,963

5-year increase 39,277  -344  38,933

3. Annual rental rates (thousands of
dollars):
(a) As of July 1, 1963 $68, 105  $9, 096 $77, 201
(b) Fiscal years:

1964 $9, 787 77,892 $399 9,495 87,387
1965 10,998 88,890 487 9,982 98,872
1966 20,864 109,754 268 10,250 120,004
1967 18,831 128,585 281 10,531 139,116
1968_  20,083 148,668 266 10,797 159, 465

5-year increase 80,563  1, 701  82,264
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SECTION II. THE POSTAL COMMUNICATIONS SYSTEM IN THE 20TH CENTURY

1. Postal communications—A public enterprise

The U.S. Post Office Department operates the largest communications system
in the world. In terms of numbers of pieces of mail and parcel post handled, the
total volume generated in this country is approximately equal to the total
volume generated by all other countries reporting mail volume statistics to the
Universal Postal Union.'
As the main artery for the transmission of all types of written communications,

including legal documents of many kinds, currency transfers, advertising ma-
terials, educational and news publications, and general social concourse, the
Department's responsibilities bring it in daily contact with almost every area of
industrial, commercial, educational, and social activity.

Since for many decades an increasingly greater proportion of the mail volumes
have been generated by commercial and industrial users, the postal service is
especially identified with this country's economic activities, many of which would
be seriously affected by any restrictions on the effective operation of the postal
system. In many respects, therefore, the postal communications system closely
parallels that of a commercial communications enterprise and, as such, has many
similar attributes and problems.
An accurate analysis of past, present and future demands for its services are

elemental factors in the Department's planning program. Since the postal sys-
tem is a basic channel through which a steadily increasing population com-
municates, the projected growth of the population, as well as its characteristics,
are fundamental factors in forecasting future space requirements. Of even
greater importance is the continued analysis of the distribution and economic
activities of this population.
In this connection, it must be assumed that the need for expanding postal plant

facilities will continue for as long as the population continues to increase and
the economic vigor of the country is maintained. In addition, it will be necessary
to replace outmoded and obsolete portions of the postal plant as time and use
reduce their operating effectiveness. These expansion and replacement require-
ments will necessitate a progressive program of long-term capital commitments,
either through Federal appropriations or through utilization of private capital
acquired under the Department's leasing program or a combination of the two.
In either case, regardless of the source of investment funds, the justification

for these commitments must be based on realistic economic and operational pro-
jections. From the standpoint of practical management, therefore, the Depart-
ment must consider the following four major factors in planning to meet antici-
pated plant requirements:

1. Population growth and concentration
2. Changes in mail volumes and sources of origin
3. Changes in mail distribution patterns and transportation methods
4. Changes in postal services and processing methods.

While the above factors are generally parallel to those which must be
considered in the management of many similar commercial and industrial
enterprises, the public nature of the postal communications system requires,
in addition, that these services be maintained at a high level, not only in the
major centers of mail concentration, but also in all outlying areas wherever
the public might have need for these services.
Thus, the Post Office Department must carefully balance its plant and equip-

ment program in such a way that it will continue to provide adequate plant
capacity, not only in areas of greatest growth, but also across the Nation as
a whole.

It is the basic objective of the analyses and projections presented herein
to correlate all pertinent factors to the greatest extent possible in a conserva-
tive and sound program to meet present and anticipated responsibilities for
such plant needs.

Prior to developing projections of this type, it is necessary first to review
in some detail the historical growth of the postal system in order to establish
a series of benchmarks by which further growth may be realistically gaged.

Therefore, to gain better perspective, the projections presented herein are
based primarily on rates of growth developed from analyses of changes which
have taken place in this country since the turn of the century. While it is-

1 Does not include 57 nonreporting countries principally behind the Iron Curtain.
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recognized that these rates of growth may be arrested for limited periods due
to unforeseen readjustments, it is believed that the patterns of change during
portions of the past 60-year period, which included two major world wars
and a major prolonged economic depression, should provide certain reliable
guidelines for long-range planning.
As has been noted previously, the 5-year facilities projection for the period

fiscal year 1964 through 1968 is simply a segment of a continuing organic
growth predicated on experience of the past where reliable data is available.

2. Population growth and concentration

There are three basic interrelated factors which must be considered in
analyzing the impact of population growth and population characteristics on the
postal communications system. They are as follows:

1. The overall growth of the total population.
-2. The continuing proportionate increases in the urban population in con-

trast to the rural population.
3. The concentration patterns of the urban population by sizes of com-

munities.
Chart I illustrates these population changes by 10-year intervals for the period

1900 to 2000. During the first 60 years of this period, the urban-rural ratio
,changed from 39 to 61 in 1900 to 63 to 37 in 1960. Also, urban population in-
creased a cumulative total of 272 percent while the rural population increased
only 45 percent. Further, it will be noted that, during the decade 1930 to 1940,

the rate of total population growth not only decreased significantly, but the
rate of urbanization also declined at a somewhat greater rate.

Chart II is an analysis of the growth of communities during the period 1900 to
1960, based on population distribution within size ranges, and a projection of
growth and distribution by size of community to the year 2000.
From this chart, it may be determined that, in 1960, approximately 50.6 mil-

lion or 28 percent of the population lived in 130 cities having populations of
100.000 or more; 46.3 million or 26 percent lived in 1,769 communities having
populations ranging from 10,000 to 100,000; 15.6 million or 9 percent lived in
3,097 communities having populations ranging from 2,500 to 10,000; and the bal-
ance of 66.8 million or 37 percent lived in rural communities or outside recog-
nized communities.

It may be noted that during the period 1940-60, the greatest growth occurred
in the communities ranging below 100,000 in population, these communities hav-
ing absorbed more than half of the urban growth. This accelerated growth in
cities of these size ranges resulted in a significant change in the population dis-
tribution patterns established in the prior period 1900-40.

Chart I also projects the anticipated growth of the total population as well as

the urban and rural segments of the population to the year 2000, based on ratios

,developed during the period 1940 to 1960. If this rate of growth were to con-

tinue in the same proportion, a total population in excess of 330 million people

,could be anticipated by the year 2000, of which approximately 85 percent might

be expected to live in urban communities and approximately 15 percent in rural

areas.
While it is more difficult to predict the distribution of the urban population by

sizes of communities over this extended period of time, chart II shows an exten-

sion of the growth pattern of communities of 2,500 population and over, using

the period 1940-60 as a base. However, it should be noted that the pattern of

urbanization by sizes of communities for this period changed substantially from

the pattern developed during the prior 40-year period and it is entirely possible

that the patterns in the future years might again be altered.

-3. Changing mail volumes and sources of origin

There are two basic factors which must be considered in analyzing the effects
of changing mail volumes and sources of origin on postal plant requirements.
They are as follows:

1. The changes in total mail volumes by types and cubages of mail.
2. The relationship between population distribution and originating mail

volumes as they vary by sizes of communities.
Chart III is a tabulation of the total mail volumes at specified intervals during

the period 1900-60 and projected volumes to the year 2000.
This chart is of particular significance for two reasons. First, it permits

a correlation of types of originating mail to total mail, and second, it illustrates

the sensitivity of mail volumes to economic conditions.
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It will be noted that the mail volume increased steadily from 1900 to 1930;
that it decreased slightly during the decade 1930 to 1940; and then that it
resumed an increase in growth at an accelerated rate from 1940 to 1960. While
this tabulation does not present in detail the full effect of the major economic
depression during the early 1930's, postal records show that the mail volume
in 1933 dropped to 19.8 billion pieces which was the lowest annual volume of
record since 1914. This drop was particularly noticeable in preferential first-
class mail, periodicals and parcel post. However, circulars and bulk rate mail
continued to increase during their period, probably because of the fact that many
business organizations were withdrawing their sales personnel from the field
and substituting postal media for promotional purposes.
Chart III also projects anticipated mail volumes to 1980 and 2000. In com-

puting these projections, certain geometric factors have been used in order
to recognize both the coming to maturity of the age groups born in prior periods,
as well as to give weight to the increasing longevity of the older age groups.
For many decades it had been the practice to develop mail volume projections

based on nationwide per capita averages of pieces of mail generated by the total
census population. However, later experience indicated that census data did not
furnish a true measurement of the number of patrons which a specific post
office served, particularly in central communities where commercialization and
industrialization were highly developed. Therefore, it became necessary to
relate mail volumes in these communities to the postal population or patrons
served rather than the population shown in census reports.
It is also apparent that the per capita mail volumes generated by the postal

population vary significantly by size ranges of communities.
Chart IV is based on a tabulation of the relationship of these factors applied

to communities ranging in census population upward from 2,500 based on 1960
census and postal data.
The lower two lines of this chart shows the numbers of communities by size

range, the census population for each group, and the estimated postal population
(patrons) in each category.

It may be noted from this portion of the chart that 130 communities, having a
population of 100,000 or over, show a total census population of 50.6 million
people. However, the postal population in these communities totaled approxi-
mately 76 million. In the size range, 10,000 to 100,000, the census population
for the 1,769 communities in this group totaled 46.3 million while the postal
population totaled 67.3 million. In the balance of 3,097 communities in the
size range 2,500 to 10,000, the census population totaled 15.6 million and the postal
population 19.2 million.
Thus, in these 4,996 communities, the census population totaled 112.5 million,

while the postal population approximated 162.5 million. In other words, the
postal population exceeded the census population in these communities by 50
million people or approximately 45 percent.

Additionally. 'I will be noted that in 1960 the postal population in the cities
ranging from 25,000 to 500,000 exceeded the census population by approximately
26.4 million people or 50 percent, while in both the largest as well as the smaller
groups of communities the ratio dropped substantially below this average.
Chart IV also projects these postal population factors to 1980 and 2000 based
on 1940-60 rates of growth.
Chart V has been developed to generally project the effects of continuing

urbanization on future mail volumes by size ranges of communities based on
1940-60 population and mail volume data. Neither chart IV nor V is intended
to be authoritative or conclusive, but rather to provide direction for long-range
planning.

It will be noted in this chart that emphasis continues to be placed on the inter-
mediate range of communities which, it may be presumed, will increase in num-
bers as well as in aggregate population. However, as is now the case, the
great central cities will probably continue to generate the major portion of the
mail volumes although the flow of mail distribution may narrow and elongate
along transportation arteries.

This assumption is based on a further analysis of the data from which charts
IV and V were developed. This data shows that, in 1960, the annual volume
of originating mail per postal patron varied significantly by size of community.
For example, in cities over 100,000 population, the average was 480 pieces per
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patron per year. In cities ranging from 10,000 to 100,000, the average was 290
pieces per patron and for communities ranging from 2,500 to 10,000 population,
215 pieces per patron was the average. For the balance of the population, it
was only 45 pieces per capita per year.

4. Mail distribution patterns
In reviewing the growth of the postal communications system as it has affected

and will continue to affect requirements for plant facilities, it is necessary not
only to analyze the sources of mail entering the system, but also the distribution
patterns through which mail flows from sources to ultimate destinations.
To make this analysis, it is further necessary to analyze the following two

factors:
1. The distance which mail flows from a source to destination.
2. The methods by which it arrives at ultimate destinations.

Generally, it may be assumed that an average first-class post office distributes
to its patrons a volume of mail closely approximating that which is generated
by the postal patrons served by that office. It is recognized, of course, that there
are many exceptions to this assumption, particularly in instances where mailers
having nationwide mail distribution are predominant patrons of a given office
or in instances, such as the Washington, D.C., Post Office, where great volumes
of Government mail are generated for nationwide distribution.
However, the movement of mail into and away from post offices as a whole fol-

lows a general pattern which may be illustrated statistically. Chart VI is based
on a tabulation of the flow patterns of mail in terms of linear miles from source
to destination at specific intervals during the period 1940 to 1960.
A number of significant observations may be drawn from the data in this

chart. First, in terms of pieces of mail, approximately 47 percent of all originat-
ing mail was, in 1960, delivered within 100 miles of its source; an additionial 17
percent was delivered in the next 200-mile belt; a further 15 percent went into
the 300- to 599-mile belt; and the balance of approximately 21 percent was deliv-
ered to points outside the 600-mile radius.
In terms of cubages, approximately 33 percent was delivered within 100 miles

of point of origin; 21 percent was delivered within the next 200-mile belt; 20 per-
cent went into the 300- to 599-mile area; and the balarrce of about 26 percent
was delivered to points outside the 600-mile radius.
Thus, it will be noted that while the percentages of pieces has a tendency to

decrease as the distance from source to destination is increased, the cubage in-
creased proportionately as the distance grows greater.
Chart VI also provides a basis for comparing the relative growth rates of local

and 100-mile belt mail during the period 1940 to 1960.
Based on 1940 volumes in terms of pieces of mail, approximately 43 percent

of the total volume was distributed within this 100-mile radius, while, by 1960,
the volume delivered within this zone was greater alone than the total nation-
wide mail volume in 1940.
Thus, in the 1940-60 period, while the total volume increased 129 percent, almost

half of the entire increases occurred in the 100-mile radius zone.
These comparisons again point to the fact that not only do the centers of

population generate the major portion of the increasing mail volumes, but an
increasingly proportionate part of this increase is delivered within a relatively
limited zone immediately surrounding these centers.
This accelerated growth rate of local and 100-mile radius mail simultaneously

paralleling the replacement of rail transport by trucks for comparatively short-
haul distribution and the addition of long-haul air transport has had a signifi-
cant impact on postal space requirements.
For example, during the period 1923 to 1960, rail-mail routes dropped approxi-

mately 60 percent while interoffice truck-mail routes increased over 100 percent,
and domestic airmail transport grew from a small relatively localized system to
a national transportation complex serving hundreds of communities.
These changes have not only resulted in the necessity for replacing operating

space in railway post offices with five times the equivalent space in ordinary post
offices, as this type of cars was withdrawn, but it has also become necessary to
make offices, formerly served by rail, accessible to large over-the-road trucks.
This means greater outside maneuvering areas as well as additional dock space.
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Further, the growth of truck transport has required that a completely new se-
ries of vehicle maintenance facilities be provided as the Department's automotive
fleet increased by geometric proportions.

Finally, the growth of airmail transport has brought with it the necessity for
the development of an ever-growing system of airfield mail facilities to handle
the increased volumes of mail at more and more points of pickup and delivery.
Turning first to the effects of the reduction of railway post office space in the

1923-60 period, this type of space dropped from approximately 881,000 square
feet in 1923 to about 468,500 square feet in 1940, or a loss of 412,500 square feet,
which required substitution of about 2 million square feet. Between 1940 and
1960, this loss approximated 250,000 square feet which required substituting
about 1,250,000 square feet of operating space in post offices along the routes
previously served by rail, or a total for the period of over 3 million square feet.
In regard to the growth of the departmental operated motor vehicle fleet, the

number of such vehicles increased from 4,703 in 1923 to 8,650 in 1940; to 36,781
in 1960 (to 45,127 in 1963). To service this fleet, maintenance facilities have had
to be acquired, parking space has had to be provided, and trucking terminals
have had to be built at major highway exchange points.
The effect of the growth of airmail transport is also of major significance. For

example, in 1923 there was only one route in operation, the transcontinental route
from New York to San Francisco—a total of 2,680 miles, with intermediate stops
at 13 airfields. By 1940 a total of 37,943 route miles, with intermediate stops at
340 fields, were in operation. This system increased by 1960 to 268,753 route
miles between 762 fields. Total airmail in 1923, 13 million pieces, had increased
by 1940 to 259 million pieces and by 1960 to 1,356 million pieces.
Thus, it is clearly apparent that these changes in distribution patterns, as well

as the changes in methods of transporting the mail, particularly during the
period 1940 to 1960, have all had a marked impact on the postal plant require-
raents during this period.

5. Changes in postal services and mail processing methods
From time to time, certain new postal communications services have been

introduced since the turn of the century by the Department which have affected
postal plant requirements.
Among these are:

1913--Parcel post service.
1918—Airmail service.
1928—Bulk third-class mail.

These services are presently responsible for approximately 75 percent of the
total present cubage, although they account for less than one-third of the number
-of pieces handled.
In addition, improvements of mail processing equipment also affect postal

space requirements.
A number of these improvements are as follows:

1956—First semiautomatic parcel post sorting system
1956—First mail-fib letter processing system
1957—First multiposition semiautomatic letter sorting machine
1958—First Mark II facer-canceler
1960—First semiautomatic sack sorting machine
1961—First single-position semiautomatic letter sorting machine

Relative to the effects of additional sorting and distribution mechanization on
postal space requirements, it is believed this type of equipment will not require
more than 5 percent additional workroom space compared to that normally re-
quired for a similar manual operation. Some added space may also be needed
in particular instances for support areas due to mechanized equipment.
Turning now to improvements in mail distribution procedures which will have

a beneficial effect on the utilization of postal space, two important new concepts
have been initiated and will be more completely implemented as time progresses.
One is the nationwide improved mail service program (NIMS ) which was

inaugurated in 1561 in order to make better use of manpower, equipment, and
workroom space by spreading the receipt of mail by the post offices over a greater
part of the day.
Through this program, business mailers are encouraged to deposit noncritical

mail at nonpeak post office hours, thus leveling the peak loads at large offices.
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As a result of this program, the mailings deposited for working after 5 p.m.

have been reduced from 67.1 percent of the total mailings early in fiscal year
1962 to 54.6 percent at the same point in the current year.
Of even greater universal importance is the nationwide integrated postal

service plan (NIPS), which was inaugurated in 1960. Under this plan, concen-
tration, distribution, and transportation of the mails are being planned ac-
cording to predetermined functional patterns based on transportation schedules
which will ultimately permit next-day deliveries of letter mail between any two
points in the Nation. In addition, this plan will expedite the distribution, dis-patch, and delivery of all other classes of mail by substantially reducing proc-
essing and delivery times.
The plan presently envisions adequate facilities at 561 key points throughout

the Nation when fully implemented. These will serve as distribution and trans-
portation centers and, of these, 62 will also function as national area centers in
a basic transportation network which will permit direct connections between
each national center and all others. This interarea network is essential to the
effective use of the zone improvement plan, commonly referred to as the ZIP
code, which is enlisting widespread mailer participation. The ZIP code marking
on mail permits the more expeditious sortation and dispatch from office of
orgination to city zone of delivery.
The initial effect of the outlined programs on the space acquisition schedulesis to direct immediate attention and energy to the acquisition of the required key-

point facilities. This, in turn, assures the most effective allocation of funds,
inasmuch as the early acquisition of adequate facilities at key points permits
the prompt massing of volumes of mail for handling by modern techniques and
distribution equipment with consequent savings resulting therefrom.
6. Meeting postal plant requirements

Postal space requirements are generally determined by four principal inter-
related factors:

1. The volumes and types of mail to be processed in terms of pieces and
cubages ;

2. The number of times each piece must be handled within a facility;
3. The internal equipment required to receive and process the mail volume

at specific installations; and
4. The types of external transportation equipment utilized to collect and

distribute the mail.
While it is beyond the scope of this presentation to consider individual plant

requirements as they may be determined by the above factors, an effort must bemade to assess long-range across-the-board requirements in order to determine
the magnitudes of ultimate fund commitments.

Historical data provides few guidelines by which postal growth may be related
directly to postal plant capacities or requirements in the past. In fact, prior
to 1955, there seems to have been no consolidated report of total postal space
occupied although, in 1947, the Postmaster General's report did make reference
to federally owned space utilized for postal purposes during that year.

Fortunately, however, the records are quite precise in accounting for numbers
of buildings occupied although an estimate of postal space provided within these
buildings must be based on a series of applied averages and calculations, par-
ticularly in the early years of the period under review.
Chart VII is an analysis of the approximate expansion of postal space during

the period 1900-1960 by types of occupancy arrangements and a projection of
space requirements to 1980.

Since the turn of the century, privately owned postal facilities have accounted
for the vast majority of buildings occupied by the Department. Even during
the period 1930-40, when the public works programs resulted in the construction
of over 2,000 new federally owned post offices, privately owned facilities con-
tinued to provide the majority of postal quarters, in terms of numbers, par-
ticularly in small communities and rural areas.
However, it should be noted that the addition of over 2,000 new Federal build-

ings between 1930 and 1940 ultimately resulted in a federally owned postal plant
which provided over 80 percent of the total postal space, and which handled
approximately 90 percent of the originating mail volume. Most of the postal



42 LEASING PROPERTY BY POSTMASTER GENERAL

space in Federal buildings constructed during that period was designed for 20-
year requirements.
By 1943, at which time the public works programs were virtually completed,

the postal plant consisted of approximately 57 million square feet of federally
owned space and 13 million square feet of privately owned space. As closely
as can be determined, this total of 70 million square feet was apparently in-
tended to handle between 45 and 50 billion pieces of mail providing the mail
origin and distribution patterns during the 1940-60 period followed the 1920-
30 configurations.
Thus, if the 1920-30 rates of increase had been applied to the 1930 mail

volumes, a total volume of 47 billion pieces of mail would have been anticipated
by 1950.
While the total mail volume did increase to approximately the anticipated level

by 1950, the community growth pattern changed significantly from the pattern
established prior to 1940. This change occurred in the intermediate-sized com-
munities where the population as well as the number of communities grew at
a rate far greater than during any preceding period. As a result, it became
necessary to increase the postal plant to approximately 78 million square feet by
1950 in order to adjust to these new growth factors.
While it is impossible to pinpoint any specific time at which it may be said

that postal space was adequate to handle the then current volumes of mail,
it seems reasonable to assume that the 1950 ratios of postal space and mail volumes
approximated a norm against which to project further space requirements in
later periods.
At that point in time, the ratio of total pieces of mail to total postal space

approximately 570 pieces per square foot. The ratio of total cubage to total postal
space was approximately 10 to 1.

Therefore, using the 1950 space factors applied to the 1950-60 rates of increase,
it is now necessary to project a minimum across-the-board space requirements of
150 million square feet by 1970 and 220 million square feet by 1980. Chart VII
also summarizes these estimates and illustrates actual and proposed expansion
programs through fiscal year 1970.
From chart VII, it is apparent that the proposed construction program will

exceed the projected overall space requirements substantially by 1970. This,
of course, is the expected result of building to meet long-range needs based on
the estimated rates of annual increase of mail volumes. This situation makes
some overcapitalization difficult to avoid during the early years of plant occu-
pancy.
Thus, the problem of how far to expand the postal plant at any given time or,

In fact, for any given period of time, will continue to confront the Department
for years to come.
However, each decision to invest in further plant expansion must be supported

by documented justification demonstrating the need for the new construction un-
der consideration.
Chart VIII correlates the comparative growth rates of the census population,

mail volumes, and postal space from 1900 through 1963 and projects the future
increases of these factors to the year 2000.

It will be noted from this chart that there has generally been a lag between
the rate of increase of mail volumes and postal plant capacities since the turn
of the century except for the decade 1930-40.

It will also be noted that during the period 1950 through 1970, the rate of
expansion of postal space has approximately paralleled the growth of the mail
volume and that after 1970 the space rate falls away slightly.
This divergence is introduced at the indicated points to recognize the possible

effects of the NIMS and NIPS programs on future space utilization. While
the eventual savings in space made possible by improved procedures cannot be
precisely estimated at this time, future programing will be progressively ad-
justed to take advantage of every economy possible.
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(The charts referred to are as follows:)

CHART I

POPULATION GROWTH AND CHARACTERISTICS
1900-1960-2000 (EST.)
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CHART II

NUMBERS AND POPULATIONS OF URBAN PLACES
BY SIZE GROUPS 1900-1960-2000 (EST.)
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CHART III

GROWTH IN -VOLUMES OF ORIGINATING DOMESTIC
MAIL BY CLASSIFICATIONS-I900-2000
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CHART IV

ESTIMATED POSTAL PATRONS SERVED BY POSTAL
FACILITIES IN URBAN PLACES-I960-1980-2000
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CHART V

ESTIMATED VOLUMES OF ORIGINATING DOMESTIC MAIL GENERATED
BY POSTAL PATRONS IN URBAN PLACES-1940-1960-1980-2000
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CHART VI

CHANGING MAIL DISTRIBUTION PATTERNS IN LINEAR
MILES FROM SOURCE TO DESTINATION-I923-1960
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CHART Vu

THE EXPANSION OF THE POSTAL PLANT-1900-1980
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CHART VIII

COMPARATIVE RATES OF INCREASE - CENSUS POPULATION,
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Mr. DuLsKi. The committee has a statement from Congressman
Robert E. Jones, chairman of the Public Buildings and Grounds Sub-
committee of the Public Works Committee, a report from the General
Accounting Office, on this bill, H.R. 9653, a letter dated March 3, 1964,
from the Deputy Postmaster General to the General Acounting Office
and a reply to that report from the Post Office Department. These will
appear in the record if there is no objection.
(The documents follow:)

STATEMENT OF CONGRESSMAN ROBERT E. JONES

Mr. Chairman and members of the committee, I had hoped to be able to
appear before you personally in support of H.R. 9653, but since my absence from
the city makes that impossible, I wish to express my genuine appreciation for
the opportunity to present my views in this statement.
As chairman of the Public Buildings and Ground Subcommittee of the Public

Works Committee, I am particularly interested in the problems confronting all
the civilian agencies of the Government with respect to their efforts to obtain
sufficient space in which to carry on their affairs and render the service expected
of them. And of all these agencies, none has more acute space problems or
greater space needs than does the Post Office Department. Approximately half
the space occupied by the Department is located in Federal buildings and the
other half is located in leased and rented buildings.
The Depatment's documented need for new space to contain the growing mail

volume and replace substandard facilities it now occupies exceeds 5 million
square feet annually. To meet this need, the Department should retain all
the tools for space procurement it now has, including the long-term leasing
and related land authority of 39 U.S.C. 2103.

This section authorizes the Department to enter into long-term leases for
periods not to exceed 30 years. In addition, it authorizes the Department
to acquire land through purchase, condemnation, lease, donation, or otherwise
for the purpose of carrying out the leasing authority contained in the section.
The section also authorizes the Department to sell, lease, and otherwise dispose
of land for the same purpose. I want to emphasize that even of the Post Office
were to develop a much more extensive Federal construction program than it
now has, it should still have the space procurement tools provided in section
2103 to meet the truly awesome space acquisition problem with which it is now
confronted and will be confronted in the years ahead.
The fact is that the Department has been utilizing all the methods of space

acquisition open to it. During the past year alone the Public Works Committee
of the House, acting upon the recommendation of the Public Buildings and
Ground Subcommittee, has approved more than 140 Federal buildings to be
partially occupied by the Department. During this same period, the Department
has also utlized its lease construction program to obtain space and has carried
on an extensive program of remodeling, modernizing, and extending the Federal
buildings it now occupies.
Where an agency must acquire millions of feet of space annually in order to

render the public service expected of it, it cannot rely on Federal construction
alone. There are situations where both short-term and long-term leasing are
essential. The vast number of situations in which the Post Office Department
cannot predict its space needs for more than 10 or 15 years makes short-term
leases an essential tool for its space acquisition program. On the other hand,
there are circumstances where long-term leasing is the only solution to postal
space acquisition problems. Such circumstances arise where the Department
has a critical need for space at a location where the land cost is extremely high
and, therefore, cannot be economically purchased for postal use only. In addi-
tion, there are certain locations, such as those at airports, where the Depart-
ment must have a mail handling facility but where the only practical means of
obtaining it is through the use of a long-term assignable ground lease. There
may be other situations where the availability of the best and most economical
site one owned by a municipality, for example—depends on the construction
of a leased facility that will remain on the local tax rolls.
A Federal construction program, as helpful as it may be, cannot solve all these

problems.
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As author of the Public Building Act of 1950, I am familiar with the possibil-

ity of space acquisition .through new Federal construction. We have found that

the authority to lease and rent space is a nece.sgaiT corollary to a Federal con-
struction program. Both the General Services Administration and the Post

Office Department need leasing authority in order to obtain required space.

Section 2103 was originally enacted to enable the Department to conduct its

leasing program with more efficiency and economy. The experience of the De-

partment with long-term leases and with the land acquisition and disposition

authority contained in the section indicates that these reasons for the enactment

of the section were and are valid. Long-term leases are more economical than

shorter term leases where space needs are firm for the longer term. I need not

belabor the point that no lease construction program can be carried out without

comprehensive land acquisition and disposition authority, including condemna-

tion. Sites must be obtained in order to permit competitive -bidding for lease
construction. Without condemnation authority it may be impossible to obtain

Sites at fair and reasonable prices. And, of course, the authority to dispose of

the land to the successful bidder must be included.
For all these reasons I recommend to your committee that it approve H.R.

9653 and that the bill be enacted into law.

• COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., March 3, 1964.

DEAR MR. CHAIRMAN: Your letter of February 6, 1964, requests our comments

on H.R. 9653. The bill would amend section 2109 of title 39, United States Code.

to provide that "Agreements may not be entered into under sections 2104 and
2105 of this title after July 22, 1964." The effect of the proposed legislation
would—as the title of the bill indicates—operate to extend permanently the au-
thority of the Postmaster to enter into leases of real property for periods not
exceeding 30 years as provided in section 2103 of title 39. Section 2109 presently
provides that agreements may not be entered into under sections 2103-2105 of
title 39 after July 22, 1901.
• While we have no objection to granting the Postmaster General permanent
authority to negotiate and enter into leases for periods not exceeding 30 years
we do feel that there is an urgent need for the establishment of certain controls
over the Department's leasing program, particularly in view of the high cost of
leasing and other factors as disclosed in our reports to the Congress on Post
Office Department real estate activities. Also, we feel that such controls should
be applied on the basis of the annual rental payments rather than the length of
the basic lease terms. Therefore, if the proposed legislation should be favorably
considered by your committee we recommend for its consideration the enactment
of amendments to sections 2102 and 2103 which would provide, in effect, (1)
that in any lease agreement for a major facility the Department shall be required
to submit to the appropriate committees of Congress written justifications in the
form of a prospectus similar to that provided for in the Public Buildings Act
of 1959, 73 Stat. 479, and section 202 of the Post Office Department Property
Act of 1954, Public Law 519, approved July 22, 1954, such justifications to include
results of economic and feasibility studies showing comparative costs of leasing
versus Government ownership with a clear showing of the factors justifying leas-
ing; (2) that in planning for the acquisition of leased space for major facilities,
the Department shall furnish the appropriate committees of the Congress a
statement by General Services Administration as to the space needs of other
Government agencies in the particular area together with a showing as to the
feasibility of a Federal building to satisfy the needs of the Post Office Depart-
ment and other Government agencies; (3) that Public Law 86-682, revising title
39, United States Code, be further amended to provide that in all cases involving
negotiated lease agreements and any Contracts executed incident thereto under
the leasing authority granted to the Postmaster General the Comptroller General
shall have access to the pertinent records of the involved lessors contractors and
subcontractors.
The need and desirability for legislation consistent with the foregoing recom-

mendations have been demonstrated by our review of the Department's leasing
practices incident to leases executed by the Department under the broad authority
granted to it under the Post Office Department Financial Act of August 17, 1950,
39 U.S.C. 2102, and the Post Office Department Property Act of 1954.
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• While the legislative history of the latter act shows that at the time of its
.enactment it was generally conceded that providing space by leasing was the most
costly method of satisfying the Government's needs, because of budgetary con-
siderations and the immediate need for postal space temporary (10 year) 30-year
leasing authority was granted to the Postmaster General, 39 U.S.C. 2103,
2109. The Department's records show that following the enactment of the
Post Office Department Property Act of 1954 and up through the fiscal year
1963, about 8,500 new postal facilities were constructed by private interests and
leased to the Government. The records further show that during the same period
261 Federal buildings containing postal space were approved by the Congress
and that such buildings have either been constructed or are in various stages of
planning or construction. In addition, the records show that during this period
funds have been appropriated for the renovation and modernization of more
than 500 Federal buildings containing postal space.
Our report of November 20, 1962, B-145650, to the Congress, compared the

costs of leasing facilities for initial terms of 20 and 30 years with the costs of
Government ownership. Our comparisons established that the costs of leasing
substantially exceeded the costs of Government ownership. In view of the
significant savings available to the Government incident to Government owner-
ship, we recommended that the Department consider a policy of ownership except
in specific cases where the cost of leasing was clearly justified by other identified
factors. Our report of September 30, 1963, B-145650, to the Congress, relating
to the leasing of small- and medium-size postal facilities also established the

• cost Of GoVerninent ownership to be less than leasing for original 10-year terms
if there be considered the value of the land and facilities at the expiration of such
terms.
As pointed out in the November 1962 report we should like to emphasize again

that under lease arrangements, the Government is committed to large annual
rental expenditures over long periods of time without acquiring any equity in the
facilities at the expiration of the Government's tenures. It is true, of course,
that construction costs incident to Government ownership of the facilities have
a greater impact on the budget during the construction period than if the facili-
ties should be acquired through leasing arrangements. Under leasing arrange-
ments, however, the budgets during the Government's tenures are burdened with
rental payments which in the aggregate exceed the construction costs. In this
regard, in the November 1962 report we noted that the Post Office Department's
appropriation for rental payments for the fiscal year 1955, including month-to-
month rentals, was about $29.2 million. In the fiscal year 1963 the appropriation
for rent was increased to about $78.7 million and the Department has projected
its needs for rental payments for the fiscal year 1967 at about $137.2 million.
During the hearings preceding the enactment of the Post Office Department

Property Act of 1954 we pointed out that the proposed legislation would give the
Department unlimited leasing authority and that it would operate to remove
most of the restrictions generally applicable to Government leases. The fiscal
effect of the legislation was clearly brought out in our November 1962 report. To
provide adequate control over the Department's leasing operations we believe pro-
visions should be made for congressional review of the projects involving major
facilities leased under the provisions of both 39 U.S.C. 2102 and 2103. Other
agencies are subject to such a requirement and there would appear to be no
• valid reason why the Post Office Department should be exempt from the control
afforded by compliance with a similar requirement. For example, Public Law
87-741, approved October 3, 1962, and Public Law 88-215, approved December 19,
1963, making appropriations for General Services Administration, for the fiscal
years 1963 and 1964, respectively, provide:
"No part of any appropriation contained in this act shall be used for the pay-

ment of rental on lease agreements for the accommodation of Federal agencies
in buildings and improvements which are to be erected by the lessor for such
agencies at an estimated cost of construction in excess of $200,000 or for the
payment of the salary of any person who .executes such a lease agreement: Pro-
vided. That the foregoing proviso shall not be applicable to projects for which a
prospectus for the lease construction of space has been submitted to and approved
by the appropriate committees of the Congress in the same manner as for public
buildings construction projects pursuant to the Public Buildings Act of 1959."
The legislative history of the foregoing statutory inhibition indicates that the

legislation was considered necessary and desirable because it was felt that major
facilities should be constructed and owned by the Government and that the leas-



54 LEASING PROPERTY BY POSTMASTER GENERAL

ing authority of GSA was being used to avoid construction of such facili
ties

under the Public Buildings Act of 1959,. 73 Stat. 479. A requirement so
mewhat

similar to that in Public Law 87-7412 and Public Law 88-215 is provided 
for in

10 U.S.C. 2662(a) (2), pertaining to armed services real property transactio
ns.

This latter statute as amended provides that if real property to be leased is esti-

mated to cost more than $50,000 in annual rent, the service concerned must come

into agreement with respect thereto with the Armed Services Committees of both

Houses of Congress.
Recapitulating, we recommend, that with respect to any lease agreement for a

major postal facility the Post Office Department should be required to submit to

the appropriate committees of the Congress written justification, including re-

sults of economic and feasibility studies showing the comparative costs of leasing

versus Government ownership and clearly identifying the factors in justification

of leasing as opposed to Government ownership. For the purpose of this require-

ment the definition of a major facility should be based upon the amount of annual

rentals rather than the term of the lease. By this means there would be pre-

cluded any tendency to set an artificial limitation on the term of the lease in

order to avoid controls. At the same time recognition would be given to the

need for greater control over a 20-year lease with an annual rental of $50,000

than would be accorded in the case of a 30-year lease with an annual rental of

$5,000. We believe it desirable that the exact definition should be left to your

committee. We suggest, however, that information obtained in the preparation

of our November 1962 and September 1963 reports may be helpful in evaluating

the effect of the use of different amounts of annual rentals in the definition.

For example, such information indicates that if major facilities should be de-

fined as those with $25,000 annual rentals, or more, the Department might be

required to obtain congressional approval each year for about eight new leases

which would commit the Government to total rentals of about $48 million. This

might represent about 45 percent of the 20- and 30-year leases and about 95 per-

cent of the total rental commitments under such leases. Very few 10-year leases

have annual rentals in excess of $25,000. On the other hand, if the definition

should be based on annual rentals of $10,000 the Department might be required

to obtain congressional approval for about 61 percent of their 20- and 30-year

leases, representing about 98 percent of the total commitments under such leases.

and about 12 percent of its 10-year leases, representing about 31 percent of rental

commitments under such leases.
In our September 1963 report we recommended that the Department determine

on an individual basis whether to acquire space for postal facilities by leasing

or by Government ownership and that it support each determination by adequate

cost comparisons and other appropriate justification. Our recommendation was

not qualified with regard to the size of the facility. While we are still of the

opinion that the Department has the administrative responsibility for deter-

mining that each lease contract is advantageous to the Government our emphasis
at this time is that requirement for congressional approval be directed to

major facilities only.
Incidential to the selection of the method of acquisition of space for post

post offices we believe that the selection of the method most advantageous to the

Government requires consideration of the needs of all Government agencies in

the involved area. As an illustration of our views in this respect, at the request

of Congressman Pillion, ranking members of the Appropriations Subcommittee

having jurisdiction over Post Office appropriations, we reviewed the proposed
construction by private parties of a mixed post office and commercial building

on Third Avenue between 54th and 55th Streets in New York City. Under this

project the Department has proposed the construction of a building in which

the first four floors and two basements, consisting of approximately 480,000

square feet, will be leased to the Department and the upper 38 story office tower

consisting of about 492,000 square feet will be leased to commercial tenants. By

this means the Department expects to obtain optimum use of the site and thus

reduce the cost of the post office space. There is some basis for concluding, how-

ever, that lower costs to the Government might be realized through the construc-

tion of a Federal building on this Government-owned site, with the Department

occupying the lower floors and other Government agencies occupying the upper

floors. We found no evidence that the Department had given active considera-

tion to such a possibility or that there had been any coordination in this respect

between the Department and General Services Administration on this project.



LEASING PROPERTY BY POSTMASTER GENERAL 55

Officials of GSA have informed us that after the completion of the Federal office
building presently under construction in Manhattan, New York City, Government
agencies will still occupy more than 750,000 square feet of leased space in Man-
hattan, and they expressed the view that the location of the Department's pro-
posed post office project would be suitable for many of these agencies. Accord-
ingly, we recommend that in planning for the acquisition of leased space for
major facilities the Department be required to furnish the appropriate commit-
tees of the Congress a statement by GSA as to space needs of other Government
agencies in the involved area and as to the feasibility of a Federal building
to satisfy the space needs of the Department and other Government agencies.
In conclusion, we should like to invite attention to the fact that the Depart-

ment's leasing authority as presently provided for in 39 U.S.C. 2102 contains no
requirement that contracts negotiated without advertising contain an examina-
tion-of-records clause permitting the Government's access to pertinent cost
and financial records of the lessors. Without the right to examine such data
neither the Department nor the General Accounting Office can adequately evalu-
ate the reasonableness of pricing data used in lease agreements. Because under
negotiated contracts prices must be based largely on estimated costs, such esti-
mates must be as sound and realistic as possible to determine fair and reasonable
prices. We believe, therefore, that it is essential that the Government have
access to the contractor's pertinent records in order to verify and evaluate the
cost and profit factors which furnish the basis for the contract price. In this
regard, the Postmaster General by letter dated October 19, 1961, informed us that
the Department had concluded that access to contractor's records for negotiated
contracts is desirable and that the Department intends to provide therefore by
including a standard clause in such contracts negotiated without competitive
bidding. In our view, provision for such access should be made a matter of law
rather than a matter of policy for determination by the Postmaster General.
See in this regard the remarks of Congressmen Hebert and Vinson on the merits
of assuring control by legislation as opposed to regulation, 108 Congressional
Record 9234, 9235, 19237. See, also, our decision of August 2, 1961, B-124046,
and July 10, 1962, B-40342. There is for noting in this respect that access to
records clauses in the case of negotiated contracts are specifically provided for
by legislation in section 304(c) of the Federal Property and Administrative
Services Act of 1949, as amended, 41 U.S.C. 254(c) and section 2313 (b ) of the
Armed Services Procurement Act, 10 U.S.C. 2313(c). Accordingly, we recommend
that Public Law 86-682, title 39, United States Code, be amended by adding
thereto a provision that in the case of all contracts negotiated under the authority
therein granted the Comptroller General shall have access to the pertinent
records of the contractors and subcontractors.
We shall be pleased to have members of our staff discuss with your committee

any matters concerning H.R. 9653 and the recommendations herein made.
Sincerely yours,

JOSEPH CAMPBELL,
Comptroller General of the United states,

COMPTROLLER GENERAL OF THE UNITED STATES,
IVashingto D.C., February 19, 1964.

Hon. JOHN R. PILLioN,
House of Representatives.
DEAR MR. PILI,ION : Further reference is made to your letter dated December 14,

1963, requesting a review of the financial and economic factors of the proposed
U.S. Post Office project to construct a mixed post office and commercial building
in New York City. You requested a report by March 1. 1964, on whatever facts
and recommendations we were .able to assemble by that date. Subsequently, we
were notified by your office that you required the report no later than Febru-
ary 19, 1964.
We visited the site acquired by the Post Office Department in New York City

for the proposed building, we discussed the project with cognizant officials of
the General Services Services Administration, and to the extent possible under
the conditions described in the following paragraph, we examined certain Post
Office Department documents and discussed the project with Department officials.
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Post Office Department officials did not believe it appropriate to give us free

access to all pertinent records and information or to allow us to discuss the

project freely with knowledgeable Department officials and employees at this

time, when the project is still only in the planning stage. Initially the only docu-

ments made available to us by the Department were a general prospectus of the

project entitled "Preliminary Bidding Information, U.S. Post Office Department,

January 1964," a copy of the architect-engineer's contract; and an analysis of the

architect's fee and the estimated construction cost upon which it was based.

Except for the information relating to the cost of the site to the Department

and the estimated present market value of the site, the infromation furnished

by the Department was not sufficient to enable us to respond to the specific

aspects raised in your letter of December 14. 1963. We cannot respond fully

to your inquiry without free access to all records and information concerning

the inception, planning, and implementing of the project.
In a letter. dated January 14, 1964, we requested from the Postmaster General

all departmental records, studies, and analyses related to the project. In a

letter dated January 4, 1964, to the Deputy Postmaster General we requested

information pertaining to the Department's legal authority for certain actions

taken with respect to the project. In a meeting in your office on January 17,

1964, members of our staff advised you of the problems we were encountering

in obtaining the information needed to respond to your request.
At approximately the close of business on Friday, February 14, 1964, the

Department gave us some additional material, consisting mainly of an analysis

and justification of the Post Office space needs in the vicinity of the proposed
building, support for the Department's estimate of $8 million as the current
market value of the site, and general information on mail handling operations
and mechanization in the proposed project. We have previously furnished you
a copy of the Department's prospectus on preliminary bidding information, and
we are enclosing herewith copies of the other documents furnished us by the
Department. As of February 17, 1964, we had not received from the Department
the reply to our request for information as to the legal authority for the actions
taken.
The following comments are based on the data made available to us by the

Department before February, 14, 1964, and our discussions with Post Office De-
partment and General Services Administration officials.
The project, as described by the Department, involves a combination postal

structure of four stories with two basement levels, topped by an office tower for
commercial use. The Department owns the site, which is located in Manhattan
on the east side of 3rd Avenue, between 54th and 55th Streets, and represents
about 82,000 square feet in land area. The formal advertising period will be from
April 1 through June 5, 1964. Alternate bids are required from all bidders for
(1) annual rentals in consideration of constructing a building and leasing the
lower portion, consisting of four stories and two basements, to the Post Office
Department, with the additional floors above the Post Office space to be leased
to other tenants; and (2) annual rentals in consideration of constructing a
building (apparently consisting of four stories and two basements) and leasing
it exclusively to the Post Office Department. The Department in its general
prospectus requires also two bids under each alternative. One bid in each
case will be based on transferring the land to the successful bidder at acquisition
cost. A second bid in each case will be based on transferring the land to the
successful bidder at current market value. Current market value is to be deter-
mined prior to the formal bid period.
The bidding requirements, as stated in the prospectus, appear to be somewhat

restrictive of competition in 'requiring each bidder to submit bids under both
alternatives, thus eliminating from consideration a bidder who might be inter-
ested only in constructing and leasing the four-story structure. Department
officials with whom we discussed this question stated that in their opinion the
Department could not legally, and would not in any event, disqualify a low bid
on the technicality that the bidder had not submitted bids under each alternative.
Even if this were true so far as evaluation of the bids received and award of the
contract are concerned, it appears that a prospective bidder could be discour-
aged from participating by the wording of the prospectus, which states that
"To be responsive to the advertisement bidders must submit separate annual
rentals to the Post Office Department under the foregoing conditions." Also,
contrary to the view expressed by the Post Office Department officials, it appears
to us that if this provision of the prospectus is incorporated into the advertised
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invitation, a bid not quoting on both alternatives would be nonresponsive and
therefore required to be rejected as a matter of law.
With regard to the Department's plans to obtain alternate bids based on

transfer of land to the successful bidder at either the Government's acquisition
cost or the current market value, we note that the acquisition cost of the site
is stated by the Post Office Department to be about $3.2 million. If the
Department transfers the site to the successful bidder at acquisition cost
because of a lower rent bid in consideration of a lesser investment in land,
the successful bidder would obtain for $3.2 million property for which the Post
Office Department estimates the current market value to be $8 million.
The Post Office Department negotiated a contract dated June 19, 1961, with

Urbahn & Brayton, architect, for architect-engineering services for the project.
The contract provided for design of a building consisting of a basement and four
stories, and provided a fee of $385,000 for the architect's services. Contract
change order No. 2, dated November 27, 1962, provided for a study to be made
by the architect for a fixed fee of $45,000 to determine the feasibility of con-
structing the project as a multioccupancy, high-rise structure with the Post
Office occupying the lower floors. Contract change order No. 3, dated June 26,
1963, required the architect to prepare drawings for two designs, designated as
scheme "A" and scheme "B." Under scheme "A:" the architect is to design a
high-rise structure with a tower designed for maximum height and floor areas
allowable under New York City codes and ordinances. Complete drawings are
to be prepared by the architect for the postal portion consisting of a subbasement,
a basement, and the first four floors. Tentative drawings are to be prepared for
the office tower. Under scheme "B" the architect is to prepare tentative draw-
ings for a low-rise building to be occupied exclusively by the Post Office. Change
order No. 4, dated July 25, 1963, set the architect's fee at $610,000 for all services
called for under the contract, including the feasibility study. The successful
bidder will be required to reimbuse the Department for the amonuts paid to
the architect up to the time of the bidding, and to pay directly to the architect
the balance of the fee as it becomes due.
An analysis prepared by the Department's Office of Research and Engineering

shows the following information regarding the estimated cost of construction
of four stories and two basements under scheme A and scheme B:

Scheme A, high-rise

Area of Post Office portion (4 stories, basement, and subbase-
ment square feet__ 480, 000

Tower support areas do____ 50, 000

Total area do 530, 000

Estimated cost:
480,000 square feet, at $22.50 
50,000 square feet, at $25.00 

$10,
1,
800, 000
250,000

Total, 530,000 square feet 12,050, 000

Scheme B, low-rise

Original scheme on which architect contract was based (4 stories
and basement) square feet__ 408,000

Subbasement added after original contract was signed

Total area 

 do 82,000

do 490,000

Estimated cost, 490,000 square feet, at $19.60 $9,600,000
An official of the Department's Office of Research and Engineering advised us

that the difference of $2.90 between the estimated construction costs of $22.50,a
square foot under scheme "A" and the estimated costs of $19.60 a square foot
Under scheme "B" was accounted for partly by an increase in construction costs
in the year following the signing of the architect-engineering contract and
partly by the need for additional construction features in the lower floors because
of the addition of the tower in scheme "A." The same official advised us that
the subbasement was added (1) to provide room for expansion to take care of
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future postal needs in the area, (2) to provide parking space for Post Office

vehicles, and (3) to offset the loss of usable space in the basement and first four

floors due to the addition of the tower.
Post Office Department officials have indicated that the utilization of upper

air space for commercial purposes should result in lower rental costs for needed

postal space. To support this conclusion, they are asking for alternate bids for

(1) a high-rise structure with only the lower portion to be occupied by the Post

Office, and (2) a low-rise structure to be occupied exclusively by the Post Office,

with the expectation that a comparison of the bids will prove the economy of

the high-rise concept. While this procedure may provide a comparison of the

relative costs of occupancy under two different lease arrangements, it ignores

the possible long-term economies and advantages of a Government-owned build-

ing, either a low-rise structure occupied exclusively by the Post Office or a high-

rise structure shared by the Post Office with other Government agencies. If, as

the Department contends, an office tower utilizing the upper air space will reduce

the cost of Post Office occupancy of the lower levels, it appears that the same

result may be obtained through occupancy of the tower by other Government

agencies.
We issued to the Congress on November 20, 1962, a report (B-145650) on our

review of the Post Office Department's real estate program relating to the leasing

of major facilities and certain other facilities under long-term leases. In our

report we pointed out that our review of fund requirements for 85 postal

facilities under 20- and 30-year leases showed that the total rental costs to be

incurred under the lease arrangements substantially exceed the Post Office

Department's estimated costs of constructing these facilities. Although larger

Government expenditures would be required during the period of construction

if the facilities were constructed for Government ownership, overall fund re-
quirements for the facilities would be substantially less than total rent payments

over the terms of the leases. In addition, under the lease arrangements the
Government is committed to large annual rental expenditures for long periods
of time without acquiring any equity in the leased facilities. We recommended
that in view of the significant savings available to the Government by ownership

of postal facilities, the Department consider a policy of ownership except in

specific cases where the cost of leasing is clearly justified by other identified
factors.

Consideration of a Government-owned building at the site selected for this
project would require coordination between the Post Office Department and
General Services Administration, inasmuch as the Department owns the site and
under 40 U.S.C. 601 General Services Administration is the Government agency
that is authorized to construct public buildings. We found no evidence of any
coordination with General Services Administration with regard to this project,
nor of active consideration being given to constructon of a Government-owned
building. Post Office Department officials with whom we discussed this matter
agreed that there had been no formal or documented coordination between the
Post Office Department and General Services Administration on the project
but believed that there had been some informal conversations making General
Services Administration officials generally aware of the Department's plan-
ning.
Cognizant General Services Administration officials with whom we discussed

the matter had no knowledge of any coordination between General Services Ad-
ministration and the Post Office Department on this project. We were advised
also that a considerable amount of leased space is now occupied by Federal
agencies in the Manhattan area. General Services Administration officials stated
that after completion of a new Federal office building presently under construc-
tion in downtown Manhattan, Federal agencies would still occupy more than
750,000 square feet of leased space in Manhattan. They gave their informal
opinion that a tower above the post office space could be made suitable for
occupancy by many of these agencies. The Department's prospectus indicates
that the proposed 38-story tower will provide approximately 492,000 square feet
of net space.
We trust that the foregoing information will serve your purpose. If we can

be of further assistance, please advise us.
Sincerely yours,

JOSEPH CAMPBELL,
Comptroller General of the United States.
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THE DEPUTY POSTMASTER GENERAT„
Washington, March 8, 1964.

Mr. LLOYD G. SMITH,
Assistant Director, Civil Accounting and Auditing Division
U.S. General Accounting Office,
Washington, D.C.
DEAR, Mn. SMITH: This will reply to your recent letter to Mr. Bishop regarding

this Department's use of a site at New York City pursuant to its long-term
leasing authority.
The site was acquired by direct purchase and condemnation under 39 U.S.

Code 2103 et seq. Section 2103 (a ) authorizes the Postmaster General to enter
into lease agreements for periods not exceeding 30 years on such terms as he
deems to be in the Government's best interests. Section 2103 (a ) (2) (A) vests
the Postmaster General with the authority to acquire the necessary postal site
by purchase, condemnation, lease, donation, or otherwise, and on such terms
as he considers appropriate to the best interests of the United States. Moreover,
under section 2103 (a ) (2) (B), the Postmaster General may dispose of real prop-
erty, and interests therein, acquired for use for postal purposes by sale, lease,
or otherwise, on such terms as he deems appropriate to the best interests of the
Government, for the construction by the lessor of postal improvements the Post-
master General considers appropriate.
In the case you have in mind, the site was originally assembled in 1958 as

the result of a space study which noted a certain land area need. This land
area need still obtains today. As a matter of fact, the actual land dimensions
barely satisfy the postal requirements. Thus, the availability of upper airspace
for commercial development is a byproduct of the need for ground floor and
other space for postal use.
In the usual case, the Department restricts site usage exclusively for postal

purposes. In other words, the Department conveys the site to its successful
lease bidder, who builds the postal facility according to the contract plan and
specifications, and then leases back land and improvement at a certain fixed
rental. Of course, the land and building are then privately owned, and after
expiration of the postal lease term and renewal term options which may have
been exercised, they become available for such private use as the owner chooses.
Thus, under the concept of this leasing authority, where the Department acquires
ownership of land for the Government, it is understood such ownership will be
a mere interim ownership, and that the Department will convey the Government-
owned land to a private party. The statute expressly contemplates that the
public or postal use will only be for a term of years, and that the postal buildings
will be privately built and privately owned.
The Department's thinking is for site utilization with a postal improvement

of a ground floor, three upper stories, and two basement levels. It is imperative
that the ground area and next above and below site area be utilized for postal
purposes. Thus, airspace is available above the postal facility which could house
a tower of approximately 38 additional stories for commercial purposes. Such
commercial use would lower rental costs for needed postal space without hinder-
ing the postal use.
As noted, the statute vests broad authority in the Postmaster General to ac-

quire and dispose of property and make construction lease-back agreements on
such terms as he deems appropriate. Further, section 2114 provides that the
laws normally applicable to the acquisition and disposal of Federal real property,
construction of buildings, or leasing of space do not apply to any of the functions
performed by the Postmaster General in effectuating the purposes of section 2103.
Thus, there appears ample statutory authority for a lease of the nature contem-
plated in New York City. We find nothing in the cited authority or the legisla-
tive history which would restrict the Department to site utilization exclusively
for postal purposes for so long as the property is encumbered by the Department's
leasehold. To hold that the site may not be developed for mixed governmental
and private use in the first instance would be contrary to the declared congres-
sional policy of private construction of postal facilities with private financing
and private ownership. Needless to say, such policy would be defeated in areas
of high land costs if the site development were restricted to the postal improve-
ment only. The cost to the Government on a single purpose postal improvement
in a high land cost area would be prohibitive.
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The Department feels the best interests. crf the United States would be-served

by utilizing the site for the intended purpose of a new construction lease facility

at the lowest monetary cost to the Government. With this purpose in mind, the

Department intends to solicit bids in the alternate. Bidders would quote rental

for an exclusive purpose postal building, and also rental for the same postal

building where bidders would be permitted to utilize the area over the postal

premises to the extent of zoning permissibility. Of course, when the bids are

received and analyzed, the Department will make its award based upon what it

considers to be in the best interests of the United States.
As in all its lease contracts for new construction postal facilities, the Depart-

ment does not assist the contractor in any financial arrangements necessary to

complete the construction. The project is exclusively handled by private financ-

ing arranged entirely by the contractor. The Government's obligation to pay

monthly rental begins only after satisfactory completion of the postal building

according to the contract plans and specifications, and occupancy thereof by

the Department. It would not be unusual in this case or any construction

lease-back arrangement for the leases to be a primary source of loan money.

Sincerely yours,
FREDERICK C. BELEN,

Deputy Postmaster General.

MARCH 10, 1964.

Hon. THADDEUS J. DULSKI,
Chairman, Subcommittee on H.R. 9653, Post Office and Civil Service Committee,.

Washington, D.C.

DEAR MR. CHAIRMAN: Under date of March 3, 1964, the Comptroller General

submitted a letter to your committee on H.R. 9653. The Comptroller General's

letter constitutes much more than a comment on that bill. In fact, he has no,

objection to the extension of the Post Office Department's long-term leasing and

related land acquisition and disposition authority to which the bill relates. He

recommends, however, that the section containing that authority (39 U.S.C.

sec. 2103) and the section containing the Department's 20-year leasing authority

(39 U.S.C. sec. 2102) be amended so as to seriously impair, if not prevent, the

Department from exercising the power, contained in those sections to meet the

Space needs of the postal service.
Specifically the Comptroller General suggests-

1. That all major lease construction projects be approved by the "appro-
priate committees of the Congress" (presumably the Public Works Commit-
tees) before the Department is authorized to proceed therewith;

2. That the Department, in effect, obtain the approval of the General
Services Administration before being authorized to proceed with a major
lease construction project ; and

3. That sections 2102 and 2103 be amended to require that an examination
of records clause be inserted in all negotiated lease construction agreements.

The Department is opposed to these recommendations of the Comptroller
General because-

1. The truly appropriate committees of the Congress: namely, the Ap-
propriations Committee and the Post Office and Civil Service Committee
are already fully informed about the Department's lease construction proj-
ects. My statement to this committee in support of this bill is an example of
that information. Further, each year the Appropriations Committee of the
House is furnished a list of all lease construction projects for the coming
year. The kind of approval suggested by the Comptroller General would
hamstring the Department in meeting the pressing space needs described in
detail in my statement before this committee.

2. The suggestion of the Comptroller General that with respect to major
facilities "the Department be required to furnish the appropriate committees
of the Congress a statement by GSA as to,space needs of other Government
agencies in the involved area and as to the feasibility of a Federal building
to satisfy the space needs of the Department and other Government agencies"
is totally unacceptable to the Department. The full import of the sugges-
tion is that the judgment of the General Services Administration should
prevail with respect to postal space requirements. Since the furnishing of
space in which to handle the mail is absolutely essential to the mail service,
this suggestion, if enacted into law, might seriously jeopardize the Post-
master General's ability to perform the duties entrusted to him.
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3. The Comptroller General comments that the Department now requires
that an examination of records clause be placed in every negotiated lease
construction agreement. There are of course very few negotiated lease
construction agreements. Awards under section 2103, the section here being
considered, are required to be niade only after advertised competitive bid-
ding, as provided in 5 United States Code, section 41. The Comptroller
General is suggesting legislation to solve a problem which does not exist.
Further, any legislation on this matter would involve an amendment to section
2102 and is not germane to H.R. 9653 which relates only to section 2103.

The first amendment suggested by the Comptroller General would require that
before any major facility lease agreement can be entered into the Department
must submit to the appropriate committees of Congress (apparently meaning
Public Works) written justifications similar to that provided in the Public
Buildings Act of 1959 or in section 202 of the Post Office Department Property
Act of 1954.
Section 202(g) of the Post Office Department Property Act of 1954 provides:
"Appropriations may not be made for lease-purchase projects which have not

been approved by resolutions adopted by the Committees on Public Works of the
Senate andHouse of Representatives, respectively, before July 22, 1957. For the
purpose of securing consideration of the approval the Postmaster General shall
transmit to those committees a prospectus of the proposed project, including, but
not limited to—

"(1) a brief description of the building located or to be erected at a given
location;
"(2) an estimate of the maximum cost of site and building together with

the term of years over which payments would run and the maximum rate of
interest that would be acceptable for any deferred part of the cost;
"(3) a certificate of need for the space signed by the head of the agency

which will use the facility;
"(4) a statement by the Postmaster General that suitable space owned

by the Goverment is not available and that suitable rental space is not avail-
able at a price commensurate with that to be afforded through the contract
proposed;
"(5) a statement of the managerial, custodial, heat, and utility services

to be provided by the contractor, or an estimate of their probable cost if to
be supplied in any part by the Government;
"(6) a statement of the requirements for tax liability, upkeep, and main-

tenance of the property by either the contractor or the Government during the
period of the contract;
"(7) a statement of rents and other housing costs currently being paid by

the Government for any agencies to be housed in the building to be erected;
and
"(8) a statement in writing by the Director of the Bureau of the Budget

that the project is necesary and in conformity with the policy of the Presi-
dent. The statement by the Director shall be based on budgetary and related
considerations and does not constitute approval by the Director of the
specific terms or provisions of any proposed agreement or of the selection of
any particular contractor or lessor."

Section 7 of the Public Buildings Act of 1959 provides:
" (a ) In order to insure the equitable distribution of public buildings through-

out the United States with due regard for the comparative urgency of need for
such buildings, except as provided in section 603 of this title, no appropriation
shall be made to construct any public building or to acquire any building to be
used as a public building involving an expenditure in excess of $100,000, and
no appropriation shall be made to alter any public building involving an expendi-
ture in excess of $200,000, if such construction, alteration, or acquisition has
not been approved by resolutions adopted by the Committee on Public Works of
the Senate and House of Representatives, respectively, and such approval has
not been rescinded as provided in subsection (c) of this section. For the pur-
pose of securing consideration of such approval the Administrator shall transmit
to Congress a prospectus of the proposed project including (but not limited to)—

" (1 ) a brief description of the building to be constructed, altered, or ac-
quired under this chapter;
"(2) the location of the project, and an estimate of the maximum cost of

the project:
"(3) a comprehensive plan for providing space for all Government officers

and employees in the locality of the proposed project, having due regard
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for suitable space which may continue to be available in existing Gove
rn-

ment-owned buildings and in rented buildings;
"(4) a statement by the Administrator that suitable space owned by the

Government is not available and that suitable rental space is not available

at a price commensurate with that to be afforded through the proposed ac-

tion ; and
"(5) a statement of rents and other housing costs currently being paid

by the Government for Federal agencies to be housed in the building. to be

constructed, altered, or acquired."
The statutory provisions quoted above which, according to the Comptroller

General should serve as models, provide elaborate clearance procedures before

the Public Works Committees. It is significant, therefore, that the Post Office

Department's lease-purchase authority has proved so Cumbersome that it has

fallen into disuse and it is being allowed to expire without a request for exten-

sion, and that, after due consideration, the Department's lease construction and

extension and modernization programs were expressly. exempted (see sec. 16)

from the provisions of the Public Buildings Act of 1959.
The Comptroller General says that other Government agencies are subject to

the above requirements, so why not the Post Office Department. Senate Report

2217, August 1, 1950, and House Report 2339, June 26, 1950, commenting on the

bill for the Department's 20-year leasing authority, which was enacted as 39

U.S. 2102, give the answer:
"This section gives the Postmaster General additional authority and freedoin

of action with respect to the lease of real property * * *.
"With respect to the authority in this section concerning leases, the Postmaster

General is authorized to enter into leases of real property necessary in the

conduct of the Department's affairs, without regard to the provisions of laws

other than those specifically applicable to the Department. General provisions

of law regulating the rent payable under Government leases, general provisions

requiring advertising, etc., will not apply to such transactions. It is recognized

that post offices must be located to meet the needs of the public, the handling

of the mail matter, and to permit economical operations of the Department, and

that the statutes waived give rise to frequent difficulties in this respect." [Italic

added].
These reasons were valid in 1950 and they are valid today. The Post, Office

Department is not like any other Federal agency. This has been recognized by

the Congress for years. This is why Congress expressly exempted the Depart-

ment's leasing program from the requirements of the Public Buildings Act of

1959 and from the many other laws which apply to the leasing programs of other

agencies. There is a vast difference between supplying office buildings to house

Federal employees and supplying postal plants to receive, handle, process, and

distribute the mails. Flexibility is constantly needed to adopt to changing.popu-

lation, business shifts, and technological advances. Congress recognizes this and

has given the Department the necessary tools, not needed by other agencies, to

meet these situations. The Postmaster General should retain the necessary

authority to enable him to exercise and carry out sound judgment with dispatch

in order to meet postal needs.
Very little elaboration is needed with respect to the second suggestion of the

Comptroller General which in substance pertains to cooperation between the

General Services Administration and the Post Office Department. As I told the

committee during my testimony, "We cooperate with the General Services Ad-

ministration in acquiring new federally owned buildings wherever other agen-

cies' needs and postal service needs can be met—all factors considered—in a

combined post office-Federal building. At the present time the General Services

Administration has more than 140 buildings approved and at least partially

funded which will be partially occupied by the Department."
In the face of the present complete cooperation between the General Services

Administration and the Department, there would appear to be no basis for the

Comptroller General's suggestion that a letter from the General Services Admin-

istration be required before the Post Office Department can proceed with plans

to meet its space needs through leasing.
• The Comptroller General's suggestions are based on two reports submitted to
the Congress by the General Accounting Office. The report of November 20, 1962,

dealt with 20- and 30-year leases covering larger facilities, while the report of

September 16, 1963, dealt with small- and medium-size facilities, virtually all of
which were leased for 10-year terms.
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Each of these reports purports to show that the Government ownership of the
facilities studied would be more economical than lease construction. The De-
partment does not agree with the conclusions reached in these reports. The
General Accounting Office economic analysis in each report is faulty. For ex-
ample, in arriving at the cost of a leased facility, interest on rent is added to
the rent itself. We are unable to find any justification for this procedure. In
addition the General Accounting Office has assumed that construction costs are
the same whether the building is constructed by the Government or by a lessor.
The evidence will not support this premise in most instances, yet it is used as a
basis for the conclusions in the reports. These deficiencies in the General
Accounting Office reports have been emphatically called to the attention of the
General Accounting Office before the reports were put in final form but to no
avail.
The Department is not seeking an extension of its 30-year leasing authority

and the related land acquisition and disposition authority for the purpose of
utilizing this authority with respect to all the facilities which it may need in the
future. As pointed out in my presentation to your committee, the Department
is anxious to continue the use of all methods of space acquisition in order to
meet its ever-increasing requirements. And even if, as I pointed out, the De-
partment were to develop an extensive and workable Federal construction pro-
gram supported by adequate appropriations, the long-term leasing and land
authority would continue to be vital to the postal service.

Sincerely yours,
TYLER ABELL,

Assistant Postmaster General.

Mr. DULSKI. Thank you, Mr. Abell.
Mr. ABELL. Thank you.
Mr. DULSKL The committee is in recess.
(Thereupon, at 11:45 a.m., the subcommittee was adjourned.)
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