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WASHINGTON, D.C., AIRPORTS

TUESDAY, MARCH 18, 1963

House oF REPRESENTATIVES,
SuBcoMMITTEE ON TRANSPORTATION AND AERONAUTICS OF
raE ComdyarTeE 0N INTERSTATE AND FOREIGN COMMERCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:10 a.m., in room
1334, Longworth Building, Hon. Samuel N. Friedel presiding.

Mr. Friepe. The meeting will come to order, please.

The Subcommittee on Transportation and Aeronautics this morning
is conducting hearings on four bills having to do with the administra-
tion of the Washington national airports.

One of these bills, introduced by Mr. Williams—FH.R. 826—would
create a National Capital Airports Corporation which, subject to the
direction of the Administrator of the Federal Aviation Agency, would
have control over and responsibility for the operation and maintenance
of the airports both at Gravelly Point—that is Washington National
Airport—and Chantilly, known as Dulles.

The other three bills are identical: H.R. 3328, introduced by Mr.
Long of Maryland; HL.R. 3406 by Mr. Lankford and H.R. 2081 which
I introduced. These bills would create a new agency known as the
Washington Airports Board, independent and outside of the juris-
diction of the Administrator of the FAA, which Board would have
control over operation and maintenance of these two airports.

Without objection, the bills and any agency reports will appear at
this point in the record.

(The bills and reports follow :)

[H.R. 826, 88th Cong., 1st sess.]

A BILL To create the National Capital Airports Corporation, to provide for the operation
of the federally owned eivil airports in the District of Columbia or its vicinity by the
Corporation, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the “National
Capital Airports Corporation Act”.

Sgc. 2. There is hereby created as an agency of the United States, subject to
the direction of the Administrator of the Federal Aviation Agency (hereafter
in this Act referred to as the “Administrator”), a body corporate to be known
as the National Capital Airports Corporation (hereafter in this Act referred to
as the “Corporation”). The Corporation shall have control over, and responsi-
bility for, the operation, maintenance, and protection of (1) the Washington
National Airport, and (2) the airport constructed under the Act entitled “An
Act to authorize the construction, protection, operation, and maintenance of a
public airport in or in the vicinity of the District of Columbia”, approved Sep-
tember 7, 1950 (1.C. Code, secs. 7-1401 to 7-1412, inclusive).

SEo. 8. The Corporation shall have perpetnal succession unless dissolved by
Act of Congress.

1




2 WASHINGTON, D.C., ATRPORTS

SEec. 4. The Corporation shall have its prineipal office in the District of Colum-
bia or at one of the airports referred to in section 2 of this Act, and may establigh
at such airports such other offices of the Corporation as the Administrator may
prescribe. For purposes of venue in civil actions, the Corporation shall he
deemed to be a resident of each of the jurisdictions in which such offices have
been established.

Src. 5. (a) The Congress hereby declares that it is in the public interest that,
to the maximum extent practicable but subject to and in accordance with the
requirements imposed by subsections (b), (¢), and (d) of this section and by
other provisions of this Aet, the operation of any airport transferred to the
Corporation, including the determination of rates and charges for space, facilities,
and services, be effected on a =elf-sustained business enterprise basis consistent
with sound commercial practices, In the exercise and performance of its powers
and duties under this Act but subject to and in accordance with the requirements
imposed by such subsections and by other provisions of this Aet, the Corporation
shall give due consideration and effect to the congressional policy set forth in
this subsection.

(b) The rates and charges for space, facilities, and services shall be fair and
reasonable and shall be consistent with the rates and charges of a similar nature
at comparable airports within the United States. The annual budget program
of the Corporation, as required to be submitted to the Congress by section 103
of the Government Corporation Control Act, shall set forth a statement of, and
the basis for, such rates and charges.

(c) In the determination of such rates and charges, each airport under the
Jurisdietion of the Corporation shall be considered as a separafe entity and the
Corporation shall give due consideration to the costs of operation of, and the
amount of the capital investment in, the airport concerned, including interest
and depreciation on such investment. For the purposes of this subsection—

(1) in the case of any project for airport development begun on or after
the date of enactment of the Federal Airport Act, the capital investment
shall not include the amount which would have been furnished by the United
States under the provisions of the Federal Airport Act, if such project had
been completed in accordance with a grant agreement entered into between
the United States and a local public ageney with maximum Federal grants-
in-aid under the proyvisions of such Act as in effect at the time of the begin-
ning of such project, and in accordance with the policies followed by the
United States in the programming of funds available under such Act for
Federal aid to airports at such time ; and

(2) in the case of any project for airport development completed before
the date of enactment of the Federal Airport Act, the capital investment
shall not include the amount which would have heen furnished by the
United States under the provisions of the Federal Airport Act, if such
project had been completed by a local public ageney with maximnum Federal
grants-in-aid under the provisions of such Aet as in effect on the day
immediately following the date of its enactment, and in accordance with the
policies of the United States first established with respect to the programming
of funds available thereunder.

(d) Except as provided in sections 13 and 14 of this Aet, the Corporation shall
fix for any Federal agency, for the use by such agency of space, facilities, and
services, rates and charges based on the actual cost to the Corporation of pro-
viding such space, facilities, and services, but in no event greater than the rates
and charges fixed for non-Federal users of such space, facilities, and services.
The Corporation and the using Federal agency may agree that such agency
shall pay to the Corporation, for the aggregate of the space, facilities, and serv-
ices to be provided by the Corporation during any fiseal year, a lump sum equal
to the amuont (estimated as soon as practicable after the beginning of such
fiscal year) agreed upon as the aggregate of the rates and charges which will be
incurred by such agency during such fiscal year.

SEc. 6. The Corporation shall have the following powers :

(1) To adopt, alter, and use a corporate seal.

(2) To adopt, amend, and repeal bylaws, rules, and regulations governing
the conduct of its business and the performance of the powers and duties
granted to or imposed upon it by law.

(3) To sue and be sued in its corporate name.

(4) To have the priority of the United States with respect to the payment
of debts out of bankrupt, insolvent, or decedent’s estates.
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(5) To the extent necessary to provide public airport facilities and serv-
ices adequate to anticipate and meet the needs of persons and property mov-
ing in air commerce and tenants of airport property, and to carry out the
provisions of this Aet—

(A) to acquire, by purchase or lease any property, real, personal, or
mixed, tangible or intangible, or any interest therein:

(B) to construct buildings and other improvements (including access
roads) on property so acquired by the Corporation:

(C) to hold, maintain, use, and operate property acquired or con-
structed by the Corporation, provide services in connection therewith,
and charge for the nse of such property and for such services; and

(D) to enter into contracts, leases, cooperative agreements, or other
transactions in the conduct of its business, on such terms and in such
manner as it may deem appropriate (including terms requiring a con-
tractor or lessee to alter, repair, or improve property of the Corpora-
tion), with any agency or instrumentality of the United States, or with
the State of Virginia (including any politieal subdivision thereof), or
the District of Columbia, or with any person, firm, association, or cor-
poration.

(8) To acquire, by condemnation, real property essential to the use of
the airport concerned by aireraft being operated in air commerce and to
provide for facilities and services thereon necessary to the use of the airport
by such aircraft.

(7T) To accept gifts or donations of services, or of property, real, per-
sonal, or mixed, tangible or intanglible, in aid of any of the purposes of the
Corporation,

(8) To sell or otherwise dispose of property acquired or constructed by
the Corporation at such time, in such manner, and to the extent deemed
necessary or appropriate by the Administrator to carry out the purposes
of the Corporation, in accordance with the Federal Property and Administra-
tive Services Act of 1949 and section 13(g) of the Surplus Property Act of
1944 (50 App. U.S.C. 1622(g) ).

(9) To appoint, in accordance with the civil service laws and regula-
tions, such officers, attorneys, agents, and employees as may be necessary
to carry out the provisions of this Act; to fix their compensation in ac-
cordance with the provisions of the Classification Act of 1949, as amended ;
and to define their authority and duties.

(10) To determine the character of and the necessity for its obligations
and expenditures, and the manner in which they shall be incurred, allowed,
and paid, subject to the provisions of this Act and other provisions of
law specifically applicable to Government corporations.

(11) To execute, in accordance with its bylaws, rules, and regulations,
all instruments necessary or appropriate in the exercise of any of its
powers.

(12) To settle and adjust elaims held by the Corporation against other
persons or parties and claims by other persons or parties against the
Corporation.

(13) To take snch action as may be necessary or appropriate to carry
out the powers conferred upon the Corporation.

Sgc. 7. The Corporation is authorized to transfer to any Federal agency or
any agency of the State of Virginia under mutually acceptable terms and con-
ditions any access road (or portion thereof) to the additional Washington
airport authorized by the Act entitled “An Aect to authorize the construction,
protection, operation, and maintenance of a public airport in or in the vicinity
of the District of Columbia”, approved September 7, 1950 (D.C. Code, secs.
7-1401 to 7-1412, inclusive). If such transfer is made to any Federal agency,
such agency is authorized to accept such transfer and to provide for the opera-
tion and maintenance of such access road (or portion thereof) under such
regulations as the head of such agency may preseribe, but sueh regulations and
the terms and conditions of such transfer shall not prevent the construction of
additional highway lanes (within the right of way acquired for, and parallel
to, such access road) to meet local trafiic needs.

Sgc. 8 The management of the Corporation shall be vested in a General Man-
ager (hereafter in this Aect referred to as the “Manager”) who shall be ap-
pointed by the Administrator in accordance with the eivil service laws and
regulations and shall be subject to the direction of the Administrator. The
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Administrator is authorized to fix the compensation of the Manager at a rate
per annum not to exceed the maximum rate permissible under section 802( f)
of the Federal Aviation Act of 1958.

SEC. 9. (a) There is hereby established the Advisory Board of the National
Capital Airports Corporation which shall be composed of five members appointed
by the Administrator, without regard to the civil service laws, for terms of five
years each; except that, of the members first appointed under this subsection,
one shall be appointed for a term of one year, one for a term of two years, one
for a term of three years, and one for a term of four years, as designated by
the Administrator at the time of such appointment. Any person appointed to
fill a vacancy occurring prior to the expiration of the term for which his
predecessor was appointed shall be appointed only for the remainder of such
term. Each member of the Advisory Board shall be a eitizen of the United
States. Not less than three members of the Advisory Board shall be appointed
from private life and at least one member so appointed shall be experienced in
air carrier operations. Upon the expiration of his term of office a member shall
continue to serve until his successor is appointed.

(b) The Advisory Board shall meet only at the call of the Administrator or
the Manager, but not less often than once each six months, to review the general
policies of the Corporation, inclnding but not limited to its policies in connection
with rates and charges for its services, design and construction of facilities, and
the admnistration of existing facilities, and to advise the Administrator and the
Manager with respect thereto.

(¢) The members of the Advisory Board who are in the executive branch of
the Government shall receive no additional compensation for their services as
members of the Advisory Board. Each member of the Advisory Board appointed
from private life shall receive per diem at a rate not in excess of the per diem
equivalent of the maximum scheduled rate of the General Schedule of the
Classification Act of 1949, as amended, when actually engaged in the perform-
ance of the duties vested in the Advisory Board. Each member of the Advisory
Board shall be reimbursed in aceordance with the Travel Expense Act of 1949
(5 U.8.0. 835-842, inclusive) for travel, subsistence, and other Necessary ex-
penses incurred by him in the performance of such duties.

(d) Service of an individual appointed from private life as a member of the
Adyisory Board shall not be considered as service or employment bringing such
individual within the provisions of section 281, 283, 284 434, or 1914 of title
18 of the United States Code, or section 190 of the Revised Statutes of the
United States (5 U.S.C. 99).

Sgc. 10. (a) There is hereby established in the Treasury of the United States
a Nafional Capital Airports Fund (hereaffer in this Act referred to as the
“Fund’), which shall be available for payment of all expenditures of the Cor-
poration. The Fund shall consist of—

(1) such amounts as may be advanced to the Fund upon the request of
the Manager from appropriations made for that purpose:

(2) the value of the assets of any airport transferred to the Corporation,
less the liabilities of such airport, as of the date of its transfer to the
Corporation; and

(3) receipts from operations under this Act,

The value of the assets referred to in paragraph (2) of this subsection shall be
determined by the Administrator, subject to the approval of the Director of the
Burean of the Budget, after survey and appraisal taking into consideration (A)
the value of the assets included in the capital investment (as determined under
sections 5(e) (1) and (2)), (B) the original cost of such assets less deprecis-
tion, (C) the usable value of such assets to the airport if less than cost, (D) obso-
lete and unusable facilities and equipment, and (E) other reasonably determin-
able factors which would reduce the value of such assets. Such determination
shall not become effective nntil the Administrator shall have published in the
Federal Register notice of his proposed determination and afforded interested
parties an opportunity to be heard thereon.

(b) The Corporation shall pay into the Treasury of the United States as
miscellaneous receipts at the close of each fiscal year, interest on that portion of
the Fund described in paragraphs (1) and (2) of subsection (a) of this section
at a rate determined as follows:

(1) The interest rate on that portion of the Fund described in paragraph
(1) of such subsection (a) shall be determined by the Secretary of the
Treasury at the time such advance is made, taking into consideration the
average yield to maturity on marketable obligations of the United States
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haying a maturity date of fifteen years or more, outstanding at the beginning
of the fiscal year in which such advance is made. Such interest rate shall
remain in effect for so long as any part of such advance remains in the Fund.

(2) The interest rate on that portion of the Fund described in para-
graph (2) of such subsection (a) shall be determined by the Secretary of the
Treasury, taking into consideration the average yield to maturity on market-
able obligations of the United States, with a maturity date of fifteen years
or more, outstanding at the beginning of the fiscal year in which the expendi-
tures were made for the assets transferred to the Fund pursuant to para-
graph (2) of such subsection (a). The interest rate so established shall
remain in effect for so long as any part of the amount to which such interest
applies remains in the Fund.

{¢) Whenever any money in the Fund is determined by the Administrator to
be in excess of the current needs of the Corporation, such excess amount shall be
credited to the appropriation account from which advances are made. Appro-
priations or other funds received by the Corporation shall be used solely for
the purposes of the Corporation.

(d) Whenever receipts from operations under this Act are insufficient to meet
any payment of interest required under subsection (b) of this section, the Con-
gress may, by appropriation or other Aect specifically provide that such interest
payment may be waived or deferred in whole or in part.

(@) There are authorized to be appropriated, without fiscal year limitation,
such sums as may be necessary to carry out the provisions of this Act. Advances
to the Fund shall be made from such appropriations as requested by the Manager.
Advances from appropriations to cover actual losses of prior years, as shown in
the annual budget program of the Corporation, shall not require payment of
interest under subsection (b) of this section.

Sec. 11. The Corporation is authorized to use its funds, from whatever source
derived, in the exercise of its corporate powers and functions, except that the
Corporation shall not undertake any capital projects, or new types of activities,
not included in the annual budget program prescribed by section 102 of the Gov-
ernment Corporation Control Act (31 U.S.C. 847).

Sec. 12. (a) The Corporation shall contribute to the civil service retirement
and disability fund a sum as provided by section 4(a) of the Civil Service Re-
tirement Act, as amended (5 U.8.C. 2254(a)), except that such sum shall be
determined by applying to the total basic salaries (as defined in that Act) paid to
the employees of the Corporation covered by that Act, the per centum rate deter-
mined annually by the Civil Service Commission to be the excess of the total nor-
mal cost per centum rate of the civil service refirement system over the employee
deduction rate specified in said section 4(a). The Corporation also shall con-
tribute at least quarterly, to the employees’ compensation fund, the amount de-
termined by the Secretary of Labor to be the full cost of benefits and other pay-
ments made from such fund on account of cases arising from injuries to its em-
ployees, The Corporation alsashall pay into the Treasury as miscellaneous re-
eeipts that portion of the cost of administration of the respective funds attribut-
able to its employees, as determined by the Civil Service Commission and the
Secretary of Labor.

(b) The Corporation shall not be liable under this section (1) for contributions
to the civil service retirement and disability fund with respect to the service of any
officer or employee of the Corporation for any period prior to the effective date
.of this Act, (2) for contributions to the employees' compensation fund on acconnt
of injuries to employees of the Corporation occurring prior to guch effective date,
or (3) for payments for administrative costs of such funds with respect to any
period prior to such effective date.

SEc. 13. The facilities of any airport under the jurisdiction of the Corporation
which are analogons to the facilities developed with Federal aid, pursuant to the
Federal Airport Act (49 U.S.C. 1101-1119), by comparable public airports in the
State in which that airport is located (or in a State adjacent to the District of
Columbia as the case may be), and the facilities nsable for the landing and take-
off of aireraft, including aids to navigation, shall be available without charge
to the United States for use by aircraft used or operated by or for the Depart-
ment of Defense. The Administrator may, consistent with national defense re-
quirements, curtail or limit the use of the facilities of the Corporation by aircraft
of the Department of Defense if such use, in his judgment, unreasonably impairs
or interferes with the use of such facilities by civil aireraft.
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Sec. 14. The Corporation shall furnish to any agency of the Government, with-
out charge (except for the reasonable cost of maintenance, light, heat, power,
janitor service, and other similar services), such space in airport buildings as
may be reasonubly adequate for use in connection with any air traffic control ac-
tivity, or weather-reporting or communications activities, related to airport air
traffic control, which the Administrator may deem necessary to establish and
maintain at the airport.

SeC. 15. No person shall uge the name of any airport operated by the Corpora-
tion, or any name similar thereto, as the name or a part thereof under which
he does business, without the consent of the Corporation.

Sec. 16. (a) There is hereby transferred to the Corporation—

(1) the property (real, personal, and mixed) operated by the Administra-
tor as the Washington National Airport, together with the tract of land
deseribed in the first section of the Aect entitled “An Act to provide for the
administration of the Washington National Airport, and for other purposes”,
approved June 29, 1940 (D.C. Code, sec T-1301), as the Washington National
Airport (except that portion of such tract of land added to the Mount
Vernon Memorial Highway by Executive Order Numbered 9851 of May 15,
1947), and those parcels of land in Arlington County, Virginia, condemned
by proceedings miscellaneous numbered 618 and miscellaneous numbered
621 in the United States Distriet Court for the BEastern Districet of Virginia,
Alexandria Division, together with the structures, improvements, and other
facilities located thereon ; and

(2) the property (real, personal, and mixed) acquired or constructed
under the Act entitled “An Act to authorize the construction, protection,
operation, and maintenance of a public airport in or in the vieinity of
the District of Columbia”, approved September 7, 1950 (D.C. Code, secs.
T-1401 to T-1412, inclusive).

(b) The Corporation shall assume the rights and obligations of the United
States under contracts executed by, or on behalf of, the Administrator, on or
before the effective date of this Act, in connection with the operation mainte-
nanece, and protection of the property referred to in subsection (a) of this section.

(¢) The orders, determinations, rules, regnlations, permits, and privileges
issued, made, or granted by the Administrator in the exercise of dnties, powers,
or functions transferred to the Corporation under this Aet, and in effect at the
time this Act takes effect, shall continue in effect according to their terms until
modified, terminated, superseded, set aside, or repealed by the Corporation, or
by any court of competent jurisdiction, or by operation of law.

(d) The provisions of this Act shall not affect proceedings relating to the oper-
ation, maintenance, or protection of the property referred to in subsection (a)
of this section, which proceedings are pending before the Administrator at the
time this Act takes effect, but such proceedings shall be continued before the
Corporation.

(e) No judicial proceedings lawfully commenced by or against any agency
or officer of the United States, in relation to the discharge of powers, duties, or
functions transferred to the Corporation under this Aect, shall abate by reason of
such transfer, but the court may, on motion or supplemental petition filed at any
time within twelve months after such transfer takes effect, showing a necessity
for a survival of such proceedings to obtain a settlement of the questions in-
volved, allow the same to be maintained by or against the Corporation.

(f) The officers, employees, office equipment, and official records of the Federal
Aviation Ageney which the Administrator shall determine to have been employed
in the exercise and performance of the powers, duties, and functions transferred
to the Corporation under this Act, are hereby transferred to the Corporation. The
tansfer of personnel under this section shall be without reduction in classifica-
tion or compensation, except that this sentence shall not prevent the adjustment
of classification or compensation, after the end of the fiscal year during which
such transfer is made, to conform to the duties to which such transferred per-
sonnel may be assigned. The official records transferred to the Corporation
under this section shall be available for use by it to the same extent as if such
records were originally records of the Corporation.

Sec. 17. (a) The Corporation is authorized to make payments to State or local
governments in lieu of property taxes upon real property which was subject to
State or local taxation immediately prior to acquisition by the United States.
Such payments may be in the amounts, at the times, and upon the terms the
Corporation deems appropriate, but the Corporation shall be guided by the policy
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of making payments not in excess of the taxes which would have been payable
for such property in the condition in which it was acquired by or on behalf of
the United States, except in the case where, because of special burdens placed
upon the State or local government by the activities of the Corporation or its
agents, the Corporation and the State or local government concerned enter into
an agreement providing for payments in excess of such taxes.

(b) The Corporation, its property, franchises, and income are hereby ex-
pressly exempied from taxation in any manner or form by any State, county,
municipality, or any subdivision thereof.

SEo. 18. (a) The Manager shall have power to make and amend such reason-
able rules and regulations as he may deem necessary, in the interest of public
safety or to carry out the purposes of this Act, governing the protection of prop-
erty and the conduct of persons on any area within the jurisdiction of the Cor-
poration.

(b) Whoever knowingly and willfully violates any rule or regulation prescribed
under subsection (a) of this section shall be fined not more than $500 or im-
prisoned not more than six months, or both.

See. 19. (a) Any employee of the Corporation appointed to protect life and
property on any area within the jurisdiction of the Corporation, when designated
by the Manager, is authorized and empowered—

(1) to arrest under a warrant within the limits of the jurisdiction of the
Corporation any person accused of having committed any offense against
the laws of the United States, or against any rule or regulation prescribed
pursuant to this Act, within such jurisdiction ;

(2) to arrest without warrant any person committing any such offense
within the jurisdiction of the Corporation in his presence; and

(3) to arrest without warrant within the jurisdiction of the Corporation,
any person he has reasonable grounds to believe has committed a felony
within the jurisdiction of the Corporation.

(b) Any employee having the power of arrest as provided in subsection (a)
of this section may carry firearms and such other weapons as the Manager may
direct or by regulation may prescribe.

(¢) The Secretary of the Interior may, at the request of the Manager, assign
members of the United States Park Police to patrol any area under the juris-
diction of the Corporation. Any member of the United States Park Police so
assigned shall be subject to the supervision and direction of the Secretary of the
Interior and is authorized to make arrests within any area under the jurisdiction
of the Corporation for the same offenses, in the same manner, and under the
same circumstances as described in subsection (a) of this section.

(d) The officer or employee of the Corporation on duty, who is in command
of those employees of the Corporation having the power of arrest as provided
in subsection (a) of this section, may accept deposit of collateral froi any person
charged with violating any rule or regulation prescribed under this Aet, or the
Act entitled “An Act to authorize the United States Park Police to make arrests
within Federal reservations in the environs of the Distriet of Columbia, and for
other purposes”, approved March 17, 1948 (62 Stat. 81), for appearance in court
or before the appropriate United States Commissioner ; and such collateral shall
be deposited with the clerk of the appropriate United States court or with the
appropriate United States Commissiouer.

SEC. 20. (a) Section 101 of the Government Corporation Control Act (31 U.S.C.
844) is amended by inserting immediately after “Federal Housing Administra-
tion” the following: *; National Capital Airports Corporation;”.

(b) Section 3 of the Act entitled “An Act to anthorize the United States Park
Police to make arrests within Federal reservations in the environs of the District
of Columbia, and for other purposes”, approved March 17, 1948 (62 Stat. 81),
is amended by striking out “and Fairfax" and inserting in lieu thereof “, Fairfax,
and Loudoun™.

SEc. 21. The following Acts and parts of Acts are repealed :

(1) Sections 2, 3, 4, 5, and 6 of the Act entitled “An Act to provide for
the administration of the Washington National Airport, and for other pur-
poses”, approved June 29, 1940 (D.C. Code, secs. T-1302 to 7-1306, inelusive).

(2) The proviso contained in the first paragraph under the subheading
“ ADMINISTRATOR OF CIVIL AERONAUTICS” under the center heading “DEPART-
MENT OF COMMERCE” in title I of the First Supplemental Civil Functions
Appropriation Act, 1941 (54 Stat. 1039).

(8) The Act entitled “An Act to authorize the construction, protection,
operation, and maintenance of a public airport in or in the vicinity of the
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District of Columbia®, approved September 7, 1950 (D.C. Code, secs. T-1401
to 7-1412, inclusive).

Sgo. 22. Nothing in this Act shall be construed to modify, alter, or terminate
any agreement between the United States and the Commonwealth of Virginia
entered into pursnant to section 107 of the Act entitled “An Act to esablish a
boundary line between the District of Columbia and the Commonwealth of
Virginia, and for other purposes”, approved October 31, 1945 (59 Stat. 553).

Sec. 23. If any provision of this Act or the application of such provision to
any person or circumstances shall be held invalid, the remainder of the Aect
and the application of such provision to persons or circumstances other than
those to which it is held invalid shall not be affected thereby.

Sec. 24. This Aet shall become effective on July 1, 1963.

[H.R. 2081, H.R, 3328, H.R. 3406, 88th Cong., 15t gess.]

A BILL To transfer certain administrative responsibility for the operation of Washington
Natlonal Alrport and Dulles International Airport from the Administrator of the Federal
Aviation Agency to a Washington Airports Board, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the “Washing-
ton Airports Act of 1962".

Sec. 2. (a) There is hereby established an agency of the United States to be
known as the Washington Airports Board (hereafter in this Aect referred to as
the “Board”) which shall be composed of five members who shall be appointed
by the President, by and with the advice and consent of the Senate, as soon as
practicable after the date of enactment of this Act, for terms of six vears each:
except that, of the members first appointed under this section, one shall be
appointed for a term of two years, one for a term of three years, one for a term
of four years, and one for a term of five years, as designated by the President
at the time of such appointment. Three of the members so appointed shall
constitute a quorum. Any person appointed to fill a vacancy occeurring prior
to the expiration of the term for which his predecessor was appointed shall be
appointed only for the remainder of such term. The President shall designate
annually one member of the Board as chairman and one member of the Board
as vice chairman. The vice chairman shall act as chairman during the absence
or incapacity of the chairman. The members of the Board may be removed
by the President for inefficiency, neglect of duty, or malfeasance in office. Not
more than three members of the Board shall be appointed from the same political
party. Each member of the Board shall receive compensation at the rate of
$20,000 per annum, except that the member serving as chairman shall receive
compensation at the rate of $20,500 per annum,

(b) The members of the Board shall be appointed with due regard to their
fitness for the efficient dispatch of the powers and duties vested in or imposed
upon the Board under this Act. Each member of the Board shall be a citizen of
the United States and no member of the Board shall have any stock in, or bonds
of, any civil aeronautics enterprise. No member of the Board shall engage in any
other business, vocation, or employment.

(¢) The Board shall have control over, and responsibility for, the care, opera-
tion, maintenance, and protection of (1) the airport described in the Act en-
titled “An Act to provide for the administration of the Washington National
Airport, and for other purposes’, as amended, approved June 29, 1940 (54 Stat.
686). and (2) the airport constructed under the Act entitled “An Aect to anthor-
ize the construction, protection, operation, and maintenance of a public airport
in or in the vicinity of the District of Columbia”, as amended, approved Septem-
ber 7, 1850 (64 Stat. T70),

{d) The Board is authorized, subject to the civil service and classification
laws, to appoint and fix the compensation of such officers and employees as
may be necessary to carry out the duties vested in and imposed upon the Board
under this Act.

(e} The Board is authorized to issue such regulations as it may deem neces-
sary to enable it to earry out its duties under this Act.

(f) The Board shall make an annual report to the Congress, on or before
Jannary 15 of each year, which report shall contain detailed information with
respect to the work performed by the Board during the preceding fiscal year.
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Spe. 8. The Act entitled “An Act to provide for the administration of the
Washington National Airport, and for other purposes”, as amended, approved
June 29, 1940 (54 Stat. 656), is amended as follows:

(1) In the first section of such Act, strike out subsection (a) and insert
in lieu thereof the following :

“(a) ‘Board’ means the Washington Airports Board established by section 2
of the Washington Airports Act of 1062.".

(2) In sections 2, 3, and 7 of such Aet, strike out “Administrator” and
“he" each place they appear in such sections and insert in lieu thereof
“Roard” and “it"”, respectively.

(3) In section 4 of such Act, strike out “Administrator” and “Federal
Aviation Ageney” each place they appear and insert in lien thereof “Board”.

(4) In section 6 of such Aect, strike out “*Administrator” and insert in
lien thereof “Board".

Sec. 4. The Act entitled “An Act to authorize the construction, protection,
operation, and maintenance of a public airport in or in the vicinity of the District
of Columbin’, as amended, approved September 7, 1950 (64 Stat. 770), is amended
as follows:

(1) In the first section of such Act, strike out “the Administrator of the
Federal Aviation Agency (hereinafter referred to as the ‘Administrator’)”
and insert in lien thereof “the Washington Airports Board (hereafter in
this Act referred to as the ‘Board’), established by section 2 of the Wash-
ington Airports Act of 1962.".

(2) Strike out “Administrator” each place it appears in such Act (other
than in the first section thereof) and insert in lieu thereof “Board™.

(3) In sections 4 and S(a) of such Aect, strike out “Federal Aviation
Agency’ where it appears in each of such sections and insert in lieu thereof
“Board™.

(4) In sections 4, 5, and 9 of such Act, strike out “he” where it appears
in each of such sections and insert in lieu thereof “it".

(5) In section 7 of such Act, strike out “his” and insert in lieu thereof
s o

(6) In section 11 of such Act, strike out “Civil Aeronautics Act of 1938”
and insert in lieu thereof “Federal Aviation Act of 1958,

Sec. 5. (a) All orders, determinations, rules, regulations, permits, contracts,
and privileges which have been issued, made, or granted by the Administrator of
the Federal Aviation Agency in the exercise of duties, powers, or functions which,
under this Act, are transferred to the Washington Airports Board, and which
are in effect at the time this section takes effect, shall continue in effect accord-
ing to their terms until modified, terminated, superseded, set aside, or repealed
by the Board, or by any court of competent jurisdiction, or by operation of law.

(b) The provisions of this Aect shall not affect any proceedings pending before
the Administrator of the Federal Aviation Agency at the time this section takes
effect, but any such proceedings shall be continued before the Washington Air-
ports Board.

(e) No judicial proceedings lawfully commenced by or against any agency or
officer of the United States, in relation to the discharge of powers, duties, or
functions transferred to the Washington Airports Board under this Act, shall
abate by reason of such transfer, but the court may, on motion or supplemental
petition filed at any time within twelve months after guch transfer takes effect,
showing a necessity for a survival of such proceedings to obtain a settlement of
the questions involved, allow the same to be maintained by or against the Boa rd.

(d) The officers, employees, and property (including office equipment and
official records) of the Federal Aviation Agency as the President, after consulta-
tion with the Administrator of such agency, shall determine to have been em-
ployed in the exercise and performance of those powers, duties, and functions
transferred to the Washington Airports Board under this Act, shall be trans-
ferred to the Board upon such date or dates as the President shall specify. The
transfer of personnel under this section shall be without reduction in classifica-
tion or compensation, except that this sentence shall not prevent the adjustment
of classification or compensation, after the end of the fiscal year during which
such transfer is made, to conform to the duties to which such transferred per-
sonnel may be assigned. All official records transferred to the Board under
this section shall be available for use by it to the same ‘extent as if such records
were originally records of the Board.

{e) Such of the nnexpended balances of appropriations available for use by
the Federal Aviation Agency in the exercise of those powers, duties, and func-
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tions transferred to the Washington Airports Board under this Act shall be
transferred to the Board upon such date or dates as the President shall specify
and shall be available for use by the Board in the exercise of its powers, duties,
and funections under this Aet.

Sec. 6. (a) The provisions of subsection (¢) of section 2, of sections 3 and 4,
a'ml of subsections (a), (b), and (¢) of section 5, of this Act shall become effec-
tive on the sixtieth day following the date on which the last of the five members
of the Board first appointed under this Act qualifies and takes office.

(b) The remaining provisions of this Act shall become effective on the date
of enactment of this Act.

ExecuTive OFFICE oF THE PRESIDENT,
BuUreaU oF THE Bubarr,
Washington, D.C., March 18, 1963.

Hon. OreEN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DEAR Mi. CHARMAN : This is in response fo your letter of February 14, 1963,
requesting the views of the Bureau of the Budget on H.R. 2081, and your letter
Ul; February 16, 1963, requesting the views of the Bureau of the Budget on H.R.
B26.

H.R. 826 provides for the creation of a National Capital Airports Corporation
which would be subjeet to the direction of the Administrator of the Federal Avia-
tion Ageney. ILR. 2081 wonld establish as an agency of the United States a
Washington Airports Board composed of five members appointed by the Presi-
dent, by and with the advice and consent of the Senate.

H.R. 826 would confer upon the Corporation the powers and financial flexi-
bility customarily accorded, and necessary for the operations of, Government
corporations. The bill also applies to the Corporation the types of controls which
the Congress has in the past determined are best suited to business activities.

The Corporation to be established under H.R. 826 would be required to
operate on a “self-sustaining business enterprise basis consistent with sound
commercial practice.” Its rates and charges would have to be established with
due regard to all operating costs and interest payments which would be required
on the Government's investment. The management of the Corporation would be
vested in a General Manager, who would be appointed by, and subjeet to the
direction of the Administrator of the Federal Aviation Agency, and there would
be established a five-member advisory board to review the general policies of the
Corporation and advise the Manager and the Administrator with respect thereto.

The Bureau of the Budget strongly favors the objective of making the Wash-
ington National Airport and the new Dulles International Airport self-sustain-
ing business enterprises. We believe that the use of the corporate form of
organization and financing provided in H.R. 826 will greatly facilitate the accom-
plishment of that objective. On the other hand, H.R. 2081 would fragment
responsibility for Federal aviation activities without improving the potential
for operation of the airports by accepted business methods.

Under present law, the airports have no authority to use their rece.pts, must
obtain all of their funds from annual appropriations, cannot sue or be sued ir
their own name, and are generally subject to the provisions of law with respect
to budget, accounts, audit, expenditure of funds and property applicable to
Government agencies which do not conduet business-type operations and whose
costs are borne by the general taxpayer. Many of those laws are not suitable
to the most effective operation of a commercial enterprise such as the airports,
and we believe the application to the airports of controls and authorities espe-
cially designed for Federal business-type activities is necessary and wonld be
most advantageons, Furthermore, the users of the airports gervices will find
it difficult to distingnish between the airports and other wholly tax supported
Government services so long as it is not organized as a business enterprise and
is not dependent on revenues to finance its operations. While the National
Capital Airports Corporation would have to obtain appropriations to finance new
major capital expenses, it would be authorized to utilize its revenunes for the
payment of all expenditures incurred in carrying out its budgetary program as
approved by the Congress. The Board which would be established by H.R. 2081
would offer none of these advantages,
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There has been an increasing awareness, both in the Congress and the execu-
tive branch. that forms of organization, financial procedures and controls ap-
plied to traditional Government activties are not necessa rily suitable to commer-
cial operations such as civil airports. That view was reflected in the enactment
in 1945 of the Government Corporation Control Act which provided for new
types of controls adapted to the needs of Federal business operations. In
reporting on the Control Act, the Senate Committee on Banking and Currency
recognize that “the corporate form of organization is a useful device for carry-
ing out a variety of Government services and prograims, of a continuing as well
a8 emergency character” (8. Rept. 694, 79th Cong. 1st sess).

The Burean of the Budget believes that proposals to establish new Government
corporations should be subject to serupulous analysis and review in terms of
the recognized criteria for the use of the corporate device which were set forth
in the President’s 1948 budget message (pp. M57-62). Our analysis indicated
that the proposal embodied in H.R. 826 is consistent with these criteria. We are
convineed that adoption of the corporation concept embodied in H.R. 826 would
benefit the users of the airports and the taxpayer by placing the operations of
the airports on a sound business basis without in any way weakening essential
congressional controls.

In addition to the failure of FLR. 2081 to provide for the authorities necessary
to properly operate the airports on a business basis, ILR. 2081 would vest re-
sponsibility in a board rather than in a single individual who counld be held per-
sonally accountably for the operation of the airports. H.R. 2081 would also
create a new Government agency reporting directly to the President. We believe
that it is unwise to create new small agencies reporting directly to the Presi-
dent except under special circumstances which do not exist in the case of
National Capital airports.

The Burean of the Budget is strongly opposed to H.R. 2081. Its enactment
would be inconsistent with the administration’s objectives. The Bureau of the
Budget urges favorable consideration of the corporation concept of H.R. 826,
Enactment of legislation to create a National Capital Airports Corporation
would be consistent with the administration’s objectives.

Sincerely yours,
(Signed) Parcue S. HUGHES,
Assistant Director for Legislative Reference.

10.8. Civir, SErvIcE CoMMISSION,
Washington, D.C., March 21, 1963.
Hon. OreN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DeAr Mr, CHATRMAN : This is in further response to your request of February
18, 1968, for a report on H.R. 826, a hill to create the National Capital Airports
Corporation, to provide for the operation of the federally owned civil airports
in the District of Columbia or its vicinity by the Corporation, and for other
PUrPOSEs,

Since the Civil Service Commission would not be administratively concerned
with the programs of this proposal, our comments are limited to the personnel
provisions.

Section 2 of the bill ereates, under the direction of the Administrator of the
Federal Aviation Agency, a National Capital Airports Corporation as an agency
of the United States to operate, maintain, and protect the Washington National
Airport and other Federal airports in the vicinity of the District of Columbia.

Section 6(10) anthorizes the Corporation to appoint and fix the compensation
of officers, attorneys, agents, and employees as may be necessary to carry out
the provisions of this legislation in accordance with civil service laws and the
Classification Aet of 1949, as amended.

Section 8 vests the management of the Corporation in a General Manager to
be appeinted by the Administrator, Federal Aviation Agency, subject to the eivil
service laws, and compensated at a rate not fo exceed “the maximum rate per-
missible under section 302 (f) of the Federal Aviation Act of 1958."

The Federal Aviation Agency is currently authorized by section 302(f) to
fix the =alaries for 23 positions at not to exceed the highest rate for GS-18
(£20.000). One of the positions paid under this authority, we understand, in-
volves the duties and responsibilities which will be transferred to the new posi-
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tion of General Manager of the National Capital Airports Corporation. This
" raises the question as to the need for authorizing the Administrator to compen-
sate an additional position subject to the limitation in section 302(f). We sug-
gest it would be more appropriate to explore the possibility of compensating
the General Manager under the existing authority in that section.

Section 9 establishes an Advisory Board of the National Capital Airports
Corporation to be composed of five members appointed by the Administrator with-
out regard to civil service laws. Members from the executive branch will re-
ceive no additional compensation for their services on the Board. Members from
private life (of which there shall be a majority) will receive a rate not in
excess of the per diem equivalent of the maximum rate for G8-18 (now $76.96).
All members of the Board will be reimbursed for travel, subsistence, and other
necessary expenses in accordance with the Travel Expense Act of 1949,

Section 9(d) exempts Board members from private life from the confliet of
interest provisions in sections 281, 283, 284 434, and 1914 of title 18 of the
United States Code and section 190 of the Revised Statutes.

Section 190 of the Revised Statutes (5 U.S.C. 99) was repealed by Public Law
87-849. The remaining provisions were repealed and supplanted by sections
203, 205, 207, 208, and 209 of title 18 of the United States Code as set forth in
section 1 of Public Law 87-849. Public Law 87-849 also repealed all existing
exemptions of executive branch officers and employees and establishes a cate-
gory of Government officers and employees, designated as “special Government
employees,” and made the prohibitions with respect to their activities in a
private capacity less extensive than those applicable to regular employees acting
in the same capacity.

In light of the removal of the exceptions and the establishment of the eategory
of “special Government employees” to remove the necessity of special exemp-
tions, we believe it would be more appropriate to include the Board members
presently exempted by sectoin 9(d) of H.R. 826 within the amended provisions of
title 18 of the United States Code. This could be accomplished by deleting
section 9(d) in its entirety.

Section 12 of the bill deals with the contributions the proposed Corporation
would make to the ecivil service retirement and disability fund to cover the
Government's share of retirement system costs applieable to its employees.

Section 4(a) of the Retirement Act requires each ageney, from and after July
1, 1957, to pay into the retirement fund sums equal to its employees' retirement
deductions (now 634 percent). The bill requires that the proposed Corporation
pay, not only these regular matehing employer contributions, but sufficient ad-
ditional sums based on Commission annual billings to cover the excess of the total
normal cost rate of the retirement system over the employee and employer pay-
ments. The Corporation would also be required to pay into the Treasury as
miscellaneous receipts that portion of administrative retirement costs attribut-
able to its employees, as determined by the Commission.

We concur in this feature. It is in line with existing statutory requirements
applicable to Government corporations which operate on a self-sustaining basis.

With the exception of section 9(d), which we suggest be deleted, and the pay-
fixing authority in section 8 the Commission does not object to enactment of
the personnel provisions discussed above.

The Bureau of the Budget advises that from the standpoint of the admin-
istration’s program there is no objection to the submission of this report.

By -direction of the Commission :

Sincerely yours,
(Signed) Jounx W. Macy, Jr., Chairman.

COMPTROLLER (GENERAL OF THE UNITED STATES,
Washington, D.C., April 2}, 1963.
B-120047.
Hon. OreN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DeEAR ME. CHATRMAN : Further reference is made to your letter of February 18,
1963, acknowledged on February 19, requesting the comments of the General
Accounting Office concerning H.R. 826, 88th Congress, 1st session, entitled “A bill
to create the National Capital Airports Corporation, to provide for the operation
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of the federally owned eivil airports in the District of Columbia or its vicinity
by the Corporation, and for other purposes.”

This bill is similar to H.R. 7399, 87th Congress, 1st session, upon which our
comments were furnished to your committee by letter dated July 17, 1961, and
by testimony of members of our staff during hearings held by your Subcommittee
on Transportation and Aeronautics on July 18, 1961. We feel that our basic
objections to that bill, which are summarized below, are equally applicable to
H.R. 826,

The Administrator, Federal Aviation Agency, has advanced several reasons
for inecorporating the airport. In analyzing the reasons advanced, we have
applied the standard that the public interest is best served when congressional
control over activities is exercised through annual reviews and afirmative action
on planned programs and financing requirements which attend the appropriation
processes, and the application of statutes and regulations which usually govern
the operations of Government agencies,

In our opinion, departure from this gtandard should be permitted only on
a eclear showing that an activity cannot be successfully operated in the public
interest within this framework. Any contemplated change which may diminish
this congressional control should be earefully considered as to its need. All prac-
tical means available within the regular structure should be fully explored.
In the absence of special circumstances, changes in organizational structure,
authority, and financing methods, with the resulting lessening of congressional
vontrol, shonld be made only if their demonstrable merits in terms of more
efficient operation of the activity clearly, outweigh the disadvantages of reduced
congressional control. We do not believe that such a showing has been made
with respect to the local airports,

The reasons heretofore advanced for incorporating the airports by the Admin-
istrator, Federal Aviation Agency, are stated below and are followed by our
comments on each of the several reasons.

1. The existence of a corporation with business-type budget and account-
ing practices will make it easier for the Federal Aviation Agency, the Presi-
dent, and the Congress to review and evaluate the effectiveness of airport
operations and management.

The claim that a corporation, or for that matter any change in financing
methods, i¢ necessary to achieve improved budgeting, accounting, and reporting
is not consistent with the current concepts which underlie continuing efforts to
bring about improvements in finaneial management in the Federal Government.
These concepts are set forth in Bureau of the Budget Bulletin No, 57-5, Improve-
ment of Financial Management in the Federal Government, in which we conenr
in basie principle. Neither is such a contention consonent with the accounting
principles, standards, and related requirements which we have prescribed under
anthority of the Budget and Accounting Procedures Act of 1950, and in which the
Director of the Bureau of the Budget and the Secretary of the Treasury con-
curred. As has been frequently pointed out, budgeting, accounting, and report-
ing may be designed to suit the individual and particular needs of any activity
under any method of financing. Therefore, we do not believe that the claimed
need for improvement in these areas is a valid reason for incorporating the
airports.

2. The demands posed on airport operations by rapid development in avia-
tion require that the airport organization have the capability of responding
swiftly to changing circumstances which directly affect the safety and con-
venience of the public and the efficient operation of air carriers. The normal
budget processes are simply not capable of responding to such unforeseen
demands and, as a resunlt, inadequacies constituting serious hazards to safety
and interfering with efficient operations have persisted for prolonged periods
of time at the Washington National Airport. Under the corporate form of
organization, the revenues of the airport ean be utilized in the prompt
correction of most inadequacies in airport services and facilities.

We recognize that the airports, as well as any other Government activities,
may be faced with some demands on their resources due to rapid developments
and changing conditions which they were unable to prediet. However, we do
not believe that this fact will itself serve to justify any reduction in congres-
sional control, We agree that some flexibility may be needed where it can be
demonstrated that an activity by its very nature must be so immediately re-
sponsive to economic changes or any other changes that any delay in taking
necessary action would defeat the primary purpose for which the activity was
created. However, even in such situations, it does not necessarily follow that
incorporation is the only solution.

98-155—635 2
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Financing mechanics are available to conventional agencies which ean provide
essential flexibility in financing while at the same time retaining an appropriate
and desirable degree of congressional contrel. One such alternative is for the
Congress to authorize an appropriation in a stated amount for a permanently
available separate emergency fund. Such a fund could be replenished in the
amounts disbursed therefrom by annual appropriations based on an accounting
by the agency to be included and justified in the annual budget request.

With specific reference to the prolonged existence of hazards to safety at
the Washington National Airport, which the Administrator attributes to the
inadequacy of regular budgetary processes, attention is invited to the Senate
hearings on the Independent Offices Appropriation Aect, 1960, page 428, These
hearings contain an extensive discussion of matters of particular urgency. In
response to inquiries as to the action taken to correct the deficiencies, the
Administrator stated that a request for the necessary funds had been presented
fo the Bureau of the Budget. However, a request for an appropriation was not
submitted for consideration of the (longress until the submission of the budget
for the following fiscal year. The Independent Offices Appropriation Act, 1961,
authorized a no-year appropriation for use in eliminating the existing safety
hazards and to undertake other improvements at the airport. Thus, any delay
in obtaining the needed appropriation would appear to have been oceasioned by
administrative delay in requesting the appropriation rather than any inadequacy
of the regular budgetary processes,

We believe that airport management has the responsibility to see to it that
safety hazards are removed without delay. To the extent that existing condi-
tions can be recognized or foreseen as hazards to safety, we think they are
matters which lend themselves to projection within the regular budget cycle.
However, even where safety hazards are not recognized or are unpredictable, we
believe that incorporation is not necessary for their correction. A remedy may
be provided through the use of an emergency fund, such as we suggest above;
if not, through the supplemental appropriation processes,

3. The corporation will algo be able to conduct business negotiations with
other commercial entities on a more satisfactory basis than is possible
under the current system in which revenues are deposited directly in the
Treasury and are not available to provide services or to meet obligations.

In our opinion, a Federal activity does not require corporation status in order
to permit it to deal effectively with private business organizations. Many
Federal agencies which are not incorporated deal regularly with private busi-
ness organizations and we have no information that they are hampered in such
dealings by lack of corporation status.

In the specific area of fees and rents, many agencies of Government supply
services and supplies to the publie and only a minority of these are anthorized
to retain all of the collections so realized. Presumably the buyers need the
snpplies and services furnished and recognize that they must meet the seller's
terms. With specific reference to the airports, the Administrator has authority
mnder section 3 of the act of June 29, 1940 (54 Stat. 688), to defermine and fix
rents for the use of services and facilities at the National Airport. Similar
anthority with respect to the Dulles International Airport is granted by the act
of September 7, 1950 (64 Stat. 770). The authority of the airports to use their
revenues should not, in our opinion, be a factor in setting the level of rents.

While standards for rents are not set by the cited acts, there are other legal
regulatory and congressional policy expressions available for guidance. For
example, title 5 of the Independent Offices Appropriation Aet, 1952 (65 Stat.
200; 5 U.S.C. 140) states it to be the intention of the Congress that services
to the public shall be self-sustaining to the fullest extent possible and this not-
withstanding the additional provision in the act that, unless otherwise provided,
receipts realized from the furnishing of services and supplies shall be deposited
in the Treasury as miscellaneous receipts. Another example is the Bureau of
the Budget Bulletin No. 58-3 which states that full costs should be recovered for
services furnished and that fair market values should be realized from the
sale or nse of federally owned resources of property. The Bulletin recommends
that sound business management principles and comparable commercial prae-
tices shanld be followed as far as practicable and advisable.

We helieve that the Administrator now has ample guidance to deal effectively
with the airlines and concessionaires in setting and adjusting fees and rents.
In any event, the approval of charges to be made by the airports or the congres-
sional policy with respect thereto can be established by a specific legislative
requirement withont need for incorporation. A number of unincorporated
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activities are required by law to establish rates and prices for goods and services
furnished sufficient to recover costs, and in some cases an amount for repayment
with interest on the Government's investment. In our report to the Congress
on the audit of the Washington National Airport for the fiscal years 1956-58,
we discussed the need for a long-range official policy governing fees and charges
for airport facilities and services (pp. 8-13) and recommended that the Federal
Aviation Agency establish such a policy.

There are other aspects to the greater flexibility in contracting methods which
is attributed to the corporation structure. These relate to exemptions from
standard requirements of law pertaining to Government contracts, such as the
authority to make contracts or other commitments without reference to fiscal
vear limitations and to negotiate contracts without advertising, The Congress,
under the ecited acts of June 29, 1940, and September 7, 1950, already has
conferred broad contracting authority on the Administrator, particularly with
respect to the leasing of facilities and arrangements with concessionaires. Also,
under authority of section 302(¢) of the Federal Property and Administrative
Services Act of 1949, as amended (41 U.8.C. 252), the General Services Adminis-
tration has delegated to the Administrator (GSA delegation No. 361, Jan. 27,
19539) authority to negotiate without advertising certain contracts for supplies
and services in connection with airport activities other than the administrative
program conduected by the Federal Aviation Agency., We are not aware of any
reason for greater leeway. If additional freedom is mecessary, it may be
granted by the Congress even if the airports are not incorporated.

The indicated need for the retention of revenues to conduct business negoti-
ations on a satisfactory basis seems to lack validity. We are of the opinion
that management officials of all Government agencies should, in carrying out
their assigned responsibilities, endeavor fo conduet their operations in an effi-
cient and economical manner irrespective of whether the operations are financed
ont of appropriations by the Congress or out of revenues retained for that purpose.

4. A commercial airport operation is precisely the kind of predominantly
business type activity for which the Congress has made provision by
enacting the Government Corporation Control Act of 1945,

Thisg statement seems to suggest that recognition by the Congress of the cor-
poration structure as an acceptable means of condneting certain Government
activities may be regarded as a declaration of congressional intention that the
corporation structure for certain types of activities is to be preferred over the
conventional organizational and financing strueture. We believe that this con-
.clusion is not compatible with the Government Corporation Control Act and
related circumstances. Instead, the basic intention of the Congress in enacting
the net was to give it the means to exercise control over, and otherwise restrict,
previously incorporated activities, rather than to create new corporations. This
view is supported by section 304 of the Government Corporation Control Act
(31 1.8.C. 869) which abolished all then existing corporations unless they were
rechartered by the Congress before June 20, 1948, Only a few new corporations
have been chartered since enactment of the act and the total number of such
organizations which now are operating as going concerns represents a drastie
reduction from the number in existence when the act was enacted, Moreover,
a nnmber of activities which have characteristics similar to those corporations
approved under the act are now operating as conventional organizations with
financing provided through regular appropriation and budgetary processes.

With respect to specific sections of H.R. 826, we offer the following additional
comments :

Section 5(a) (p. 3, line 2) provides for the setting of rates and charges on
a “self-snstaining basis” while section 5(b) (. 3. line 10) provides that rates
and charges be “consistent with rates and charges of a similar nature at com-
parable airports within the United States.” There is a possibility of a conflict
hetween these two provisions, particularly in the case of Dulles International
Airport which, in the first years of operation, may not be able to operate on a
splf-snstaining basis if rates and charges are consistent with those of comparable
airports.

Section 6(5) (A) and (B) (p. 6, line 5) provides for acquiring property and
constructing buildings and improvements without specific authorization by the
(‘ongress. The only restrictions placed on the initiation of capital projects or
new types of activities is that contained in section 11 (p. 14, line 17) that such
capital projects or new activities shall be included in the annual bndget program
prescribed by section 102 of the jovernment Corporation Control Act. We be-
lieve the Congress would be provided with better control if FL.LR. 826 provided
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that the Congress wounld have to specifically approve items of this nature before
they could be undertaken; since this could be accomplished by requiring ap-
proval in annual appropriation acts of such projects and new activities with
such limitations as the Congress may decide to establish.

Section 6(5) (D) (p. 6, line 19) would allow contractors or lessees to alter,
repair, or improve property of the Corporation. In this connection, we direct
attention to the possibility of concessionaires and tenants obtaining a vested
and continuing interest in the improvements made by them to Government-
owned property which would necessitate subsequent expenditures by the Gov-
ernment te remove such vested interests. In addition, this authority would
permit substantial changes to be made to Government-owned property without
specific approval by the Congress, thereby reducing congressional control,

Section 6(10) (p. 8, line 3) includes the word “specifically” which, as sug-
gested in our comments on H.R. 7399, should be omitted from H.R, 826.

Section 10(b) (p. 12, line 19) which cites the basis for the computation of
interest to be paid into the Treasury appears to be unduly complicated. For
example, it involves an analysis of expenditures by fiscal year for the assets
transferred to the Corporation (p. 13, line 15). In our opinion, the same general
objective could be accomplished if ILR. 826 provided for the payment of interest
at rates established by the Secretary of the Treasury on the basis of the Gov-
ernment’s net investment in the Corporation as provided for in the law ap-
plicable to the Panama Canal Company. If the Congress should want to exclude
certain items from the interest base, this could also be provided for in the bill.

Section 10(e¢) (p. 13, line 21) provides for crediting payments to the Treasury
of funds excess to current needs to the appropriation account from which ad-
vances are made. This provision does not appear necessary sinee such a de-
termination would be arbitrary because of the impossibility of determining
whether excess funds were generated from appropriations or from receipts from
operations. This provision would also tend to lessen congressional control
due to the fact that such payments would be available to the Corporation
without going through the appropriation process. Funds considered excess
of current needs wounld be available for future use without specific congressional
authorization.

Section 10(e) (p. 14, line 9) which provides that advances from appropriations
to cover actual losses of prior years shall not require the payment of interest
does not seem to be consistent with the declared objective stated in section
H(a) (p. 8, line 2), of H.R. 826 that to the maximum extent practicable the
Corporation should operate on a self-sustaining basis consistent with sound
commercial practices. In a commercial operation, it is a sound practice to
attempt to recover losses in a current period from future operations whether
through reduction of costs, adjustment of rates charged, increase in volume
of business, or a combination of all three. The exclusion of interest from such
an item would resulf in failure of the Corporation to be entirely self-sustaining.
Accordingly, it is suggested that the Congress may wish to consider limiting
this provision to extraordinary losses resulting from unforeseen eatastrophe or
disaster.

Section 13 (p. 16, line 3) provides for the use of the Corporation’s airports
by aireraft of the Department of Defense without charge. Such use withont
charge would be consistent with the provision in section 11(4) of the Federal
Airport Act (49 U.8.C. 1110), for public airports developed, in part, with
Federal funds. However, this section of the Federal Airport Act authorizes
public airports fo assess charges in those cases where substantial use is made
of the airport facilities. In an andit on the operations at Washington National
Aljrport for fiscal years 1959, 1060, and 1961, currently in process, we noted that
space rentals and landing fees not recovered from the Department of the Air
Force in fiscal year 1961 totaled $59,340, or about 3 percent of the total airport
operations,

Section 14 (p. 16, line 18) which provides for the furnishing of space without
charge to certain Government agencies should also be considered in relation to
the operation of the Corporation’s airports on a self-sustaining basis., Public
Law 87-255 (75 Stat. 527) amended section 109 of the Federal Aviation Act of
1958 (49 U.B.C. 1509) to authorize the appropriation of funds to enable certain
Federal agencies to acquire necessary space at public airports. The agencies
involved are the Immigration and Naturalization Service, Public Health Service,
Burean of Customs, and the Plant and Animal Quarantine Service. The pro-
vision in Public Law 87-255 applicable to public airports (as defined in the Fed-
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eral Airport Act) could be made applicable to the Corporation’s airports in
H.R. 826.

Section 17(a) (p. 20, line 4) provides for payments to State and local gov-
ernments in lien of taxes on real property. FAA presently does not make
payments in lien of taxes on real property owned by the Government.

General—H.R. 826 does not contain such a provision as was contained in H.R.
7399, to transfer to the Corperation the unexpended balances of any appropria-
tions made for the construction, operation, and maintenance of the airports to
be transferred to the Corporation. This could create a confusing situation
whereby the airport operations would be financed in part by funds not available
to the Corporation so that the corporate financial statements would not disclose
all financial activities related to the airports for which it would have the re-
.sponsibility for administration.

Sincerely yours,
Josepil CAMPBELL,
Comptroller General of the United Ntates.

U.8. DEPARTMENT OF LLABOR,
OFFICE OF THE SECRETARY,
Washington, D.C. March 25, 1963.
Hon. OrReN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DeARr ConNGRESSMAN HArris: This is in further response to your request for
our views on H.R. 826, a bill to create the National Capital Airports Corpora-
tion, to provide for the operation of the federally owned civil airports in the
Distriet of Columbia or its vicinity by the Corporation, and for other purposes.

Section 12(a) of the bill would require the proposed Corporation to make at
least quarterly contributions to the employees’ compensation fund for the full
cost of benefits paid from such fund on account of injuries to employees of the
Corporation. It would also require payment into the Treasury of the United
States as miscellaneous receipts to cover the cost of administration of benefits
attributable to such cases,

As yon know, the Federal Employees’ Compensation Act was amended during
fhe S6th Congress by the act of September 13, 1960 (Public Law 86-T67, T4 Stat.
906). As a result of these amendments, the proposed Corporation would be re-
quired to make payments to the employees’ compensation fund and to the Treas-
ury under the Federal employees’ compensation program. The special provisions
contained in the bill also requiring such payments are therefore unnecessary.
Under these circumstances, we would suggest that the bill be modified to elim-
inate this duplication.

Except for this suggested modification, we have no comment to offer with
respect to this proposal and would have no objection to its enactment.

The Bureau of the Budget advises that there is no objection to the presenta-
tion of this report from the standpoint of the administration’s program.

Yours sincerely,
W. WinnArp WIRTZ,
Seeretary of Labor,

Civi. AERONAUTICS BOARD,
Washington, D.C., March 18, 1963.
Hon. OReN HARRIS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DEAR Mi. CHATRMAN : This is in further reply to your letfer of February 14,
1963, requesting a report by the Board on H.R. 2081, a bill to transfer certain
administrative responsibility for the operation of Washington National Airport
and Dulles International Airport from the Administrator of the Federal Aviation
Agency to 8 Washington Airports Board, and for other purposes.

The Board appeared before your committee on May 2 1962, in opposition to
FL.R. 10471, 87th Congress, which was similar to the present H.R. 2081. The
Board’s position was that the Washington National Airport bhad been suceess-
fully operated by the Federal Aviation Agency, and that it wonld be unwise
to transfer the functions of operating the federally owned airports in the
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Washington area to an entirely new group. Rather, the Board believed that
it would be more desirable to establish a National Capital Airports Corporation
for ownership and operation of such airports, under the direction of the Ad-
ministrator of the Federal Aviation Agency.

The Board continues to be of these views, and is of the opinion that legislation
along the lines of H.R. 826, now pending before your committee and proposing
a National Capital Airports Corporation, would provide a more appropriate
method for operation of the airports. Further, this method of operation, it is
believed, would be more in accord with the proposal by the administration
in the 1964 budget for legislation “to establish a Federal corporation to consoli-
date the management of the Dulles International and Washington National
Airports and to place these essentially commercial operations on a business-type
basis” (1064 Budget of the U.8. Government, pt. IV, p. 90).

The Board does not, therefore, favor the enactment of H.R. 2081, but would
favor the enactment of legislation along the lines of H.R. 826,

We have been advised by the Bureau of the Budget that enactment of H.R. 2081
would be inconsistent with the administration’s objectives and that enactment
of legislation to create a National Capital Airports Corporation would be con-
sistent with the administration’s objectives.

Sincerely yours,
Arax 8. Boyp, Chairman.

U.8. Civir. SErVICE CoMMISBION,
Washington, D.C., March 21, 1963.
Hon. Orex HARRTS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear MR, CHAIRMAN : This is in further response to your request of February
14, 1963, for a report on H.R. 2081, a bill to transfer certain administrative
responsibility for the operation of Washington National Airport and Daulles
International Airport from the Administrator of the Federal Aviation Agency
to a Washington Airports Board, and for other purposes.

The Civil Service Commission does not oppose the provisions in section 2 which
fix the salaries for the five members of the proposed Washington Airports Board
and authorize necessary personnel to be appointed and compensated in accord-
ance with ecivil service and classification laws. These are the only provisions in
H.R. 2081 of administrative concern to the Commission.

We would like to point out, however, that thronghout the bill this legislation
is referred to as the “Washington Airports Act of 1962 This date should be
changed to “1963.”

The Bureau of the Budget advises that from the standpoint of the administra-
tion’s program there is no objection to the submission of this report.

By direction of the Commission.

Sincerely yours,
(Signed) Jonx W.Maoy, Jr., Chairman.

Mr. Frieper. I have my own statement I would like to have put in
the record as well as one from Senator Beall, and one from Senator
Brewster.

(The statements referred to follow :)

STATEMENT oF Hon. SaAMUEL N. FRIEDEL, A REPRESENTATIVE IN CONGRESS FrROM
THE STATE OF MARYLAND

Mr. Chairman, I want to thank you for your cooperation in scheduling aw
early hearing on my bill, H.R. 2081, to create a separate board to operate Wash-
ington National and Dulles Airports. Before going into the merits of my bill
I want to point out to the committee that this measure does not include the
amendments suggested during the hearings last year. I thought it best to start
at the beginning, but I would welcome any suggestions the members of this
committee wish to make to amend my bill.

To state briefly the purpose of H.R. 2081, it would create a separate board to
operate Washington National and Dulles International Airports. At the present
time, the Federal Aviation Agency is owner, operator, and regulator of these
two airports and this creates a conflict of interest which should be corrected
at the earliest possible moment. This committee has jurisdiction over all the
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regulatory agencies and we would not tolerate any other agency owning and
operating the same facilities it is charged with regulating. 1 do not think any
exception should be made in the case of the FAA because we already have
ample evidence that such an arrangement is not in the best interest of the
traveling public.

More than 10 years ago, the old Civil Aeronautics Administration and the
Civil Aeronantics Board officials testified before this committee that Washing-
ton National Airport traffic had reached a saturation point, which resulted in
several near accidents. This testimony was given to justify the need for an
additional airport to serve the Baltimore-Washington area, in spite of the fact
that Friendship Airport was available to handle jet traffic. However, neither
the CAB, the CAA, or its successor, the FAA, took any action to relieve the
congestion at Washington National during the 10 years before Dulles Airport
was operational until it was ordered to do so by the Congress. This is proof
positive that the FAA was not acting in the best interest of the flying publie.
When other airports around the country became overcrowded, the old CAA and
the new FAA took prompt action to correct the situation—and they would have
done the same at Washington National if they had not been the owner of the
airport, as well as its regulator and operator.

You all know the history of the building of a new airport for the Washington-
Baltimore area. The CAA started out telling us that the new airport would
cost $14 million and we have poured more than $106 million into this white ele-
phant and more money is requested again this year. However, the Dulles Air-
port is operating now and there is nothing to do but use it. But I repeat again
what I have said for 10 years, and that is, this airport has cost the taxpayers
dearly and it will continue to cost millions of dollars each year.

Even before Dulles opened for business last fall, we heard of instances where the
FAA was putting pressure on the airlines to move to Dnlles, whether they
wanted to or not. And believe me, gentlemen, the airline people I have talked
to told me that they were not moving to Dulles voluntarily. In fact, these air-
line officials stated that it would cost them $1 million more to operate from
Dulles than it did to operate from Friendship.

In December 1961 the Aviation Daily reported this statement made by the
Administrator of the FAA. *“The carriers are trying to treat me just like any
other airport owner and they won't get away with it. This is a threat to them.
If they don’t come to me within 2 weeks, we'll lay the terminal out ourselves and
that will be it.” Now, I ask youn, gentlemen, could any other airport owner in
the country get by with this kind of pressure on the airlines? Of course they
could not.

But this is part of the reason why the FAA should not be permitted to func-
tion as owner—operator—and regulator—of these two airports. As long as this
sitnation continues, the public convenience and necessity will not be the hasis for
deciding which airport the airline may use. Such decisions will continue to be
based on how much money the FAA can get out of their white elephant in
Chantilly, Va.

When the Federal Aviation Agency was established by this committee its
purpose was outlined to be as follows :

(1) The regulation of air commerce in such a manner as to best promote
its development and safety and fulfill the requirements of national defense.

(2) The promotion, encouragement, and development of civil aeronautics.

(8) The control of the use of navigable airspace of the United States and
the regulation of both civil and military operations in such airspace in the
interest of the safety and efficiency of both.

(4) The consolidation of research and development with respect to air
navigation facilities, as well as the installation and operation thereof.

(5) The development and operation of a common system of air traffic
control and navigation for both military and eivil aireraft.

I believe it is past time for the FAA to go back to these functions as originally
authorized by Congress—and get out of the business of owning and operating
the same airports it regulates,

It would be interesting to know just how much time Mr. Halaby has spent
on operating Dulles Airport and solving its problems when he could have been
devoting his considerable talents and experience to the job FAA was set up to
do. Surely there is enough to do in developing an airways system and promoting
safety without having to be a part-time builder and real estate agent. Last
vear, FAA officials stated that they wished to be “independent of Dulles.” I
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think now is the time to grant their wish and put Dulles and Washington Na-
tional in the same boat as airports all over the United States.

My bill proposes that an airport board be established to operate Washington
National and Dulles International Airports and that this board shall consist of
five members appointed by the President, with the advice and consent of the
Senate. Such a board would operate these airports by providing service on the
basis of public convenience and necessity. These airports would continue to be
subject to FAA regulation, the same as all other airports in the country, but
they would operate free from FAA pressures.

Some people have expressed concern that such a board might be subject to
political pressure if the members were appointed by the President. In this
connection, I would like to point out that officials of all the regulatory agencies
are now appointed by the President and I do not see why an airport board would
be any different as far as politics are concerned.

Incidentally, it might be well to speecify in the bill that one member of the
board should be from Maryland, one from Virginia, and one from the District
of Columbia, since these are the areas which are served by Washington National
and Dulles International Airports.

To give you a brief example of the need for such a separate board, I wonld
like to point out that the FAA has already forced 40 percent of the airlines’ jet
flights to move from Friendship International Airport to Dulles. Public con-
venience and necessity was not considered.

People from Baltimore City and other parts of Maryland must travel 70 miles
to reach Dulles Airport and the distance from some sections of Northwest Wash-
ington are almost as great, Yet the jet flights have been ordered to operate
from Dulles because the FAA wants to make that airport show that it can pay
its way, thereby justifying the expenditure of more than $100 million of the tax-
payer's money.

Do any of you gentlemen know of any other major city in the country where
the citizens must travel 70 miles to catch a jet plane? I have not heard of any,
and T am sure the people of other large cities would not tolerate this sitnation.
They would demand—and get—Dbetter service. But the people of Washington
have no Representatives in Congress to plead their ease and the FAA has turned
a . deaf ear to the pleas of Washington residents and the people of Baltimore
and their Representatives for better jet services from Friendship.

Incidentally, I might mention that Friendship wag one of the first airports
in the country equipped to handle jet flights and good service was being pro-
vided for the people in the Washington-Baltimore area out of Friendship before
Dulles opened last fall. No one has disputed this—not even the FAA and I do
not know of any complaints from air travelers who landed at Friendship.

Now, if an airline wants a certificate to service the Baltimore-Washington area
from Friendship, it is told that it must service Washington out of Dulles and
request a separate certificate to service Baltimore. Airline passengers are led
to believe that if they want to buy a ticket to Washington, they must take the
jet flights into Dulles. FAA does not even consider the fact that at least 4
million people live within a 50-mile radius of Friendship, while only about one-
third that number live within a 50-mile radius of Dulles. Ground travel time
is brushed aside as a matter of no consequence, but I am sure the traveling pub-
lie does not agree with this view.

This is just one more example of disregard for the public interest when we
have a Government agency acting as owner, operator, and regulator of these
two airports.

I believe that the creation of a separate airport board to operate these two
airports is important to the residents of the Washington area because it will
provide the area with more efficient airport administration and operation. It is
important to the taxpayers because it will mean a more economical operation
by people whose sole interest will be providing good airport service. And it is
important to the FAA and the air transportation industry because it will give
the Administrator more time to devote to his duties as developer and regulator
of an airport system which will provide the maximum safety for air travelers.

I have told you why I think my bill is a good one. Now I want to tell you
why I am opposed to the so-called Airport Corporation bill sponsored by the
FAA, and my reason is a simple one. This measure is designed to provide
hack-door spending authority for the FAA so that they will not have to come
before Congress each year to justify the expenditure of more millions of dollars
of the taxpayers’ money. That is the sum and substance of the FAA bill and I
o not think this principle is a sound one.
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This Corporation bill does not correct the conflict-of-interest problem I am
talking about because it would make the Administrator of the FAA head of the
new so-called Airport Corporation. As a matter of fact, it will only compound
the conflict of interest because the Administrator of the FAA, as head of the
Corporation, will have automatic access to funds which he does not have to
justify before the Congress.

Thank you for your patience, gentlemen. I hope you will take favorable
action on my bill to create this separate Airport Board because it is in the
public interest.

STATEMENT oF Hox. J. GLENN Beanrn, A U.S. Senator FrROM THE STATE OF
MARYLAND

Mr. Chairman, I appreciate being given this opportunity to submit my views
with respect to the establishment of a Washington Airports Board. Your sub-
committee has before it four bills on this subject. H.R. 2081, introduced by
Mr. Friedel, is identical to 8. 738, which I cosponsored with Senator Brewster.
H.R. 3406 and H.R, 3328, introduced by Congressman Lankford and Long, are
similar to H.R. 2081. A fourth bill, H.R. 826, introduced by the chairman of this
subcommittee, adopts a somewhat different approach.

H.R. 2081 would transfer the responsibility for the operation of Washington
National Airport and Dulles International Airport from the Federal Aviation
Agency to a Washington Airports Board. This bill would thus remove the
Federal Aviation Agency from its dual role as both operator and regulator of
the Washington airports. The establishment of a Washington Airports Board
is essential if we are to guarantee a free competitive atmosphere for all of the
airports in the area.

Mr. Chairman, it is well known that I have been a critic of the Dulles Inter-
national Airport from the time of its conception. More than $100,000,000 in
Federal funds have been invested in this facility—an amount far in excess of
original estimates. The Dulles Airport is now a reality, and it is not my in-
tention to sabotage the orderly development of this facility. At the same time,
I will not stand by and allow an airport, federally conceived and financed, to
be given a preference in competition with Friendship Airport, which has for
some time provided efficient and effective service to the Washington metropolitan
area.

H.R. 826, introduced by Mr. Williams, contemplates the creation of a National
Capital Airports Corporation, subject to the direction of the Administrator of
the Federal Aviation Agency. This bill would, in my opinion, perpetnate the
diseriminatory atmosphere which led to the introduction of the bills introduced
by members of the Maryland delegation. At present, the administration of the
Washington airports is directly under the control of the man responsible for
regulating the very airlines which will have to make a choice as to whether to
nse Dulles or Friendship, This man is the Administrator of the Federal Aviation
Agency, and it is my opinion that it is impossible for him to wear the two hats
of airports promoter and impartial aviation regulator at the same time. For
this reason, I oppose H.R. 826,

Last vear, officials of the Federal Aviation Agency and the Civil Aeronautics
Board annonnced that npon completion of Dulles International Airport, all jet
serviee for Washington would be diverted from Friendship International Airport
to Dulles. Since 1959, Friendship has served Washington area jet traffic effi-
ciently and effectively. Yet this traffic was to be diverted by Federal edict, for
no reason other than that Dulles is to be considered the airport of the Nation's
Capital. So long as Dulles and Washington National are administered by the
Federal Aviation Ageney, service to area residents and preference of the airlines
will no longer be factors in determining the development of commercial aviation
in the metropolitan area.

At present, Friendship offers more convenient service to residents of Mont-
gomery and Prince Georges Counties, as well as those people living in the western
half of the District of Columbia. These people deserve the right to choose
the airport facility which best serves their needs. I do not suggest that Friend-
ship be given a preference. At the same time. T cannot condone preferential
treatment for Dulles.

Mr. Chairman, Friendship International Airport serves a regional area in
excess of B million population. An increasing number of people and businesses
have become dependent upon the air service provided by this facility. At the
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same time, the growth of Friendship Airport has reflected the growth of the
area which it serves. Auny action to expand the Dulles Airport by arbitrarily
reducing the ability of Friendship Airport to serve this rapidly expanding area
cannot be condoned. It is for this reason that my colleagues and I vigorously
support the establishment of an ageney independent of the Federal Aviation
Agency to administer the Washington airports. The establishment of a Wash-
ington Airports Poard will insure eguitable treatment for all airports serving
the Nation's Capital,

Mr. Chairman, 1 know I speak for hundreds of thousands of residents in both
Maryland and the Distriet of Colmnbia when I urge favorable consideration of
H.R. 2081.

.S, SENATE,
COoMMITTEE 0N GOVERNMENT OPERATIONS,
March 19, 1963.
Hon, Jou~ BELL WILLIAMS,
Chairman, Transportation and Aeronautics Subcommittee, Interstate and For-
eign Commerce Committee, U.S. House of Representatives, Washington, D.C.

DeEar Me. Curammman: I had hoped to appear before your committee in person
to testify on behalf of Congressman Freidel's bill, H.R. 2081, which would
create a separate Washington Airports Board and transfer certain administra-
tive responsibility for the operation of Washington National Airport and Dulles
International Airport from the Administration of the Federal Aviation Ageney
to this newly created Board.

Unfortunately, I must be away from Washington on official business and I
must, therefore, use this means of expressing my full support of H.R, 2001
and identical companion bills introduced by Congressman Lankford and Con-
gressman Long of Maryland.

Senator Beall and I have introduced identical legislation in the Senate, which
has been referred to the Senate Committee on Commerce,

It may be said that the Marylaml delegation's interest in this legislation is
parochial and that we are merely attempting to protect the interest and welfare
of Baltimore's Friendship International Airport. For myself, in all candor,
I must admit that I am interested in protecting Friendship's interest, but the
overriding consideration in my sponsorship of this legislation is my firm con-
viction that our Nation’s air passengers, our airlines, and our airport boards
all over the country would be better served if the FAA is relieved of its present
dual role as both operator and regulator of Washington National and Dulles
International Airports.

Under current law, the FAA is charged with the ownership and also the
operation of these airports which compete with other airports also subject to
its regulations. It is my firm belief that such an arrangement constitutes a
clear conflict of interest and is contrary to the public interest. I believe that
the FAA should promptly be relieved of its operational and promotional interest
in Dulles International and Washington National Airports in order that it may
be completely free to concentrate on its primary function of enforcing safety
regulations and maintaining proper air control and navigational facilities.

I am sure that your subcommittee will hear ample testimony from representa-
tives of the Friendship Airport Board and others who are testifying on behalf
of aviation interests of the State of Maryland regarding the need for improved
service at Friendship.

We who support this legislation are definitely not seeking any preferential
treatment for Friendship International Airport. We are merely trying to es-
tablish a climate where Friendship can compete freely and openly with any and
all facilities which seek to serve the thousands of air travelers in the Greater
Wasghington metropolitan area.

I am convinced that the establishment of an independent Washington Air-
ports Board would assure that such a competitive climate did exist.

I respectfully urge your subcommittee's favorable consideration of H.R, 2081
and would appreciate it if you would make this letter a part of the record of
your hearings.

Sincerely yours,
Danien B. BREWSTER,
U.8. Senator.

Mr. Frieper. At this time I will call on my colleague from Mary-
land, Congressman Long.
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STATEMENT OF HON. CLARENCE D. LONG, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MARYLAND

Mr. Loxe. It is a great pleasure to appear here this morning be-
fore this subcommittee, presided over by my good friend and col-
league, Sam Friedel, who has compiled a really distinguished record
in his service here in Congress for Maryland and for the country.
We have great affection and respect for him in the Maryland delega-
tion.

Mr. Chairman, and members of the committee, I appreciate this
opportunity to appear before you as a witness for HLR. 3328, which
T introduced February 4, to divorce ownership of Dulles Interna-
tional Airport and Washington National Airport from the Federal
Aviation Ageney, and to set the administration of those airports up
under a separate board.

I introduced this bill because of the conflict of duties inherent in
the present operation and ownership of these two airports by the
FAA, whose primary function is to enforce air safety regulations,
maintain proper air traffic control and air navigation facilities
throughout the United States, and promote civil aviation.

You would not expeet the ICC, which regulates railroads, to run
a railroad. nor the Coast Guard, which regulates intercoastal traffic
and harbors, to run a marina.

Men faced with a conflict of duties may honestly attempt to act
objectively, but their judgments nevertheless remamn open to ques-
tion.

Yet the FAA, which polices airline and airport safety, also acts as
airport landlord in the case of Washington National and Dulles.

1 would like to spell out for the record some of the present duties
of the FAA.

1. It owns and operates Washington National and Dulles Airports.

9. 1t allocates construction subsidies to non-Federal airports.

3. It regulates airline and airport safety. The FAA licenses pilots
and crews and conducts regular in-flight checks of their performance.
It also inspeets airline maintenance procedures.

4. The FAA provides airport controllers at all major fields and
provides for air navigation devices throughout the Nation.

5. It controls the use of navigable airspace in the interest of the
safety and efficiency of both.

6. The FAA also is charged with the promotion, encouragement,
and development of civil aeronautics. '

Now, I would like to spell out for the record some of the duties of
the FAA’s sister agency, the Civil Aeronautics Board.

1. It regulates rates and routes.

2. It conduects accident investigations with FAA cooperation.

3. It provides airline subsidies.

Beeause the work of these two agencies frequently overlaps, as in
an aceident investigation, and requires much cooperation, the CAB
and FAA are closely related and have a great community of inter-
est, although each is formally independent of the other. A good ex-
ample of this would be a route scheduling case before the CAB which
might require an FAA appraisal of the airspace questions involved.
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Between these two agencies many decisions are made which vitally
affect the airlines. Therefore, I would like to see Dulles and Wash-
ington National run by an agency which has no direct or indirect ties
with the FAA. Mr. Halaby, himself, said before this committee last
year that he would like to see the operation of Dulles as far from his
office as possible.

We saw recently what happened because of FAA airport ownership:
when Dulles opened last fall. Airlines which are losing money daily
and depend heavily upon Government subsidy rushed headlong from
Friendship to the new jetport despite the fact that landing fees there
are more than twice those at Friendship.

One airline even canceled Friendship-Miami daytime jet service
with high passenger loads and high profits and initiated substantially
the same flights at Dulles, where 1t promptly lost money and had poor

assenger loads and was obliged to move part of its service back to
riendship.

We also have the public word of a foreign carrier that it moved its
London service from Friendship to Dulles because the FAA had an-
l;iqunced the Chantilly Field was to be the “official” National Capital
Airport.

Thus, we saw in a very short space of time a great transfer of flights
from Friendship, a well-established, modern airport convenient for
both Baltimore and Washington, to Dulles, a half-completed, rural
terminal with higher landing fees which is extremely inconvenient
for Maryland passengers.

Indeed, if you take Friendship as the center of a circle and extend
the radius 50 miles, you will see that more than 4 million people live
in this area. A similar circle around Dulles would show only a third
of Friendship area population. Moreover, many of those who lie
within the Dulles circle also lie inside the Friendship circle.

The FAA and its sister agency, the CAB, have denied that they
exercised any undue influence upon the airlines to patronize Washing-
ton National or Dulles at the expense of Friendship. T believe this is

.a statement honestly made. Mr, Halaby has said he wants to “let the
passenger decide” where he will fly from.

With certain qualifications, however, passengers fly from the airport
where the service is. If passengers cannot get the service they want,
at the most convenient airport, they must either go to another airport
or take the train—or not go at all.

So the passenger does not always decide directly which airport he
will fly from or to. The airlines and the CAB make much of his
decision for him by scheduling some service here, other flights there.

The people of Baltimore believe that many airlines have offered
service at Dulles not because the market called for it, but because the
carriers do not wish to offend the FAA, which polices the industry.

They would like to see Friendship compete on more even terms with
Washington National and Dulles. A separate, independent National
Capital Airports Board would put to rest their fears that FAA in-
fluence could, or would be, used to injure the competitive position of
Friendship in the Baltimore-Washington air market.

Thank you, Mr. Chairman.

Mr. Frreper. Thank you very much.

Congressman Broyhill, of Virginia.
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STATEMENT OF HON. JOEL T. BROYHILL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF VIRGINIA

Mr. Broymizi. Mr. Chairman, I do not have a prepared statement.
I intend to be as brief as possible, because I understand the chairman
wants to try to conclude these hearings this morning.

Furthermore, as the chairman knows, this committee held extensive
hearings on this legislation last year—I am referring to H.R. 826. 1
am particularly interested, Mr. Chairman, in section 7 of H.R. 826,
beginning on page 8, line 14, and ending on page 9, line 5.

The substance of that langunage is to authorize the transfer of the
access road to the Dulles International Airport over to any Federal
or State agency, and it has language in there which would not prevent
the construction of additional highway lanes on that right-of-way.

Now, this problem was brought to Tight last year when the original
legislation was proposed by the Federal Aviation Agency in which
they asked for authority in the legislation to transfer the access road
to another Federal agency.

Now, in the original Airport Act of 1950, there is authority to trans-
fer the access road to any State agency or to the District of Columbia
oovernment. But they asked last year for authority to transfer it
to a Federal agency. And we were advised that that Federal agency
they had in mind was the National Park Service, who publicly indi-
cated that if they took over the access road, that they did not intend to
permit any further widening of such access road.

At the time that the land was acquired, it was indicated by the
then Administrator of the FAA that enough right-of-way was going
to be acquired and was acquired to permit future widening of the
access road to meet local traffic needs.

Of course, by transferring this right-of-way to another Federal
agency, without any restrictions or requirements, then what we think
is an obligation would be ignored by the Federal Government,

So we proposed language last year, Mr. Chairman, to amend that
proposal, to require that—or rather to state in effect that any transfer
to a Federal agency would not prevent the widening of the access road
if necessary to meet, local transporation needs, or traflic needs.

I have received a commitment from our State highway commission-
er in Virginia that they would agree or are ready to agree to any of
three alternatives concerning that access road.

No. 1, that they would be willing to take over the additional right-
of-way at this time, and immediately proceed with the issuance of
bonds to provide the revenue for the construction or paving of the
right-of-way, and of course would set up a toll system for repaying
the bonds,

Secondly, they would be willing to take over the entire access road,
the portion which is now paved, for maintenance, if they could obtain
an agreement from the Federal Aviation Agency that local traffic
could have access to the existing pavement up until the traffic count
reaches a certain point. Or third, if the Congress or the Bureau of
Public Roads could see fit to transfer this highway or make this access
road a part of the Interstate Highway System, or a spur of the Inter-
state Highway System, the State of Virginia would be willing to pay
10 percent. of the original construction cost, and of course 10 percent
of the cost of any necessary cost for future widening.
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Now, Mr. Chairman, we in Virginia are very much concerned to
what happens to this access road, or any language that might affect
the access road, because the access road actually splits Fairfax County
in half. It is a limited-access road. You cannot get on it at any
point. other than going directly to and from the airport. The town
of Herndon, the community of Herndon, out there is an existing com-
munity which is suffering an impact by virtue of the construction of
this airport. The people there at Herndon feel that they should be

rmitted to get on this access road and go back and forth to Wash-
ington, particularly in view of the fact that the access road is hardly
being used at. this time, and will not be up to its saturation point for
may, many years,

We feel that there should be some access granted to that road until
it does—until the traffic count increases to a point that, let's say,
would make it inconvenient for local use of the access road.

We hope that the committee will certainly go along with the
language of section 7. If any further legislation is necessary to
permit the transfer of this access road, or portion of the access road
to the State of Virginia, I intend to introduce it in separate legislation
in the event that this legislation get bogged down in other controversy.

Mr. Frieper. I can assure the gentleman it will be considered. But
do you think that once Virginia is allowed to use this access to Dulles
Airport, and maybe 5 years from now it would be required to transfer
all the traffic to that airport, that the people from Virginia would get
off these access roads once they were given permission to use them !

Mr. Broyuin, I think there would have to be some rather binding
agreement on that. The State of Virginia is willing now to proceed
with the construction of additional lanes on the additional right-of-
way. I believe in view of that—or rather, if Virginia follows through
with that action, then the FA A could well afford to let the local people
have access to the existing paving until this additional paving is
completed.

I don’t think they would be sticking their neck out. Certainly it
is somewhat like a dog in a manger to have such a wide, beautiful road
like that out there that is hardly being used, when there are local
people that could use it for commuting back and forth to Washing-
ton. I think we could come to an agreement with the FAA or through
some congressional legislation to permit access to the existing paving
for a period of 3 or 4 or 5 years, or until the traffic count. reached a
certain point, whichever comes first, to assure that the State of Vir-
ginia won't get on the existing paving and then stay on it for an
indefinite period of time. I think we can come to such an agreement.

Mr. Frieoer. Mr. Hemphill.

Mr. Hempuon, Thank you, Mr. Chairman.

I am sorry I missed part of your testimony.

You are referring to HLR. 826, when you said seetion 7

Mr. Brovur, H.R. 826, section 7, which refers to the transfer of
the access road.

Mr. Heserinn, Well, if T read it correctly, on page 7, it says——

Mr. Brovamnr Page 8, beginning line 14, section 7.

There is a question in my mind, Mr. Chairman, whether or not this
language is even necessary, if the entire access road is transferred to
the State of Virginia, because the original Highway Act of 1950 does
authorize such a transfer. I believe, or it is my understanding, that
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this language got into the bill because the FAA wanted the authority
to transfer it to another Federal agency. And that is what bothered
us, because that Federal agency was the National Park Service, and
the National Park Service has announced they are not interested in
providing for commuter traflic, or movement of traflic in any way.
They are interested in park lands and park roads. They are not the
agency, in my opinion, who should have control over a road that was
built for movement of traffic and not scenic beauty.

Mr. Hemerinn. It seems to me we are faced here with a problem
which is similar to the noise abatement problem. Apparently the
States or the municipalities or others want the Federal Government
to go in and construct an airport, put the funds in there, prescribe
the safety, and take all the precautions, and then about the time we
get, the thing constructed, they want to come in and tear it up by say-
ing “We want some local privilege.” T have been somewhat distressed
here at people who claim much authority want to either dump the
problems on the Federal Government or congest the problems,

We have put a lot of money out here in the State of Virginia. And
now it seems to me that this would defeat what we are trying to do—
et people back and forth to that airport in a hurry. T am right much
concerned—because the last time T went out there, it took me about 45
minutes to get back. And if you let this access road be used as a
channel for tractors, farms, everything else, all the local traffic, it
seems fo me that we are going to defeat the purpose of it.

Isn’t that going to be the effect of it ?

Mr. Broyuin. I think the gentleman from South Carolina makes
a very good point. It is not the intention of the people residing in
that area to saturate the access road to the point it would not be fully
utilized for its original intention.

We didn’t ask for that airport out there, Mr, Hemphill. We are
glad to have it; we think it is going to help our community, the econ-
omy of the community—no question about tﬁ)lat.

But the airport was not put out there at the request of the insistence
of the people of northern Virginia, or the State of Virginia. And
Mr. Friedel can testify to that, because we joined together in resisting
the construction of the International Airport out there when it was
proposed to be located at Burke, Va. We didn’t feel it was necessary.
The airport was authorized and constructed and funds were appro-
priated because the Congress wanted it out there for the Nation’s
Capital. Whether Virginia wanted it or not, it was shoved down
our throat. It was not put out there because we wanfed it out there.

Mr. Hespurn, You are looking a gift horse in the mouth.

Mr. Broyurn. The access road was put right across the county,
and it did cause some injury to the county.

We merely asked to have some use of the lanes which were con-
structed until it reached this point of saturation, or let’s say caused
too much crowdedness on the access road to be fully usable for Dulles
Airport.

I used the expression “a dog in the manger.” That I think best de-
scribes our position. We would like to use some of that paving out
there until 1t gets up to somewhere near its capacity. We are not
asking to crowd this access road to Dulles to wherein it will not be,
or make the Dulles Airport easily accessible. I don’t quarrel with
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what the gentleman thinks about this situation. But we are not try-
ing to do something that I think is unreasonable at all.

Mr. Hempurn. Well, T haven’t been on this subcommittee but a
short while, but I have been interested in it for some time, in these
problems. I recently went into Dulles Airport in a private airplane,
three or four takeoffsand landings, just to see.

Now, if you start this, you put the foot in the door. The next
thing there are going to be two or three big developments. There is
no zoning ordinance out there, is there?

My, Broysiun. Yes, indeed.

Mr. Hempainn., Against housing?

Mr, Broyuinn. Not immediately around the airport. There is an
FIA restriction against housing.

Mr. Hempainn., 1 am talking about housing so far as the county.

Mr. Brovmiin. Certainly there is zoning throughout Fairfax
County, most rigid. i

Mr. Hempuict. I certainly share the gentleman’s sentiments about
using Friendship. But that is past, Dulles Airport is a fact.

Now, if we let the access road be used for every purpose, and a
foot gets in the door, the next thing is we have a flowering develop-
ment, because this area is expanding, and we have the supermarkets
and everything else, then we have noise abatement all over again. And
the governing authority is going to say to the Federal Government,
“Stop the noise.” Of course it is strange to me—I had forgotten Vir-
ginia didn’t want it. Usually Virginia wants everything it can get
from the Federal Government free. That has been my observation
here.

Mr. Frieper. Will the gentleman yield? Some people in Virginia
did want it. Probably Congressman Broyhill was opposed to it.

Mr. Hemprmnn. I didn’t want to digress on that, except to say Vir-
ginia usually wants everything it can get its hand on. It has on a
conservative blindfold but has its hands out.

But that doesn’t make any difference.

What I am saying is we are creating a problem here if we let you

t your foot in the door. And that is what you are trying to do.

am not saying it in any—of course there is nothing personal about
it. If you sit up here and hear these people talk about noise abate-
ment, or if you had been with us in New York and heard one of these
politicians really outdemagog anybody we had really ever seen,
giving us lessons in telling Congress what it had done, after we built
out there with the people’s money you would realize our concern.
just don’t want to create another problem. While the gentleman knows
of my personal affection for him, I just think our responsibility here
would require that we take a long look at any effort to use this access
road for any other purpose. :

Mr, Broy#Hirr. f)jnst say this. The language of this bill certainly
does not permit or require—permitting the use of the existing paving.
It merely in authorizing the transfer of the right-of-way to another
Federal agency, does not prohibit, or will permit the construction of
additional lanes on the right-of-way—not the use of the existing pav-
ing. And that was the original intention, when the land was acquired.

We are trying to get onto the existing paving, I grant you that, with
the understanding we get off when it reaches a certain point. We are
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trying to work that out administratively with the FAA, and we hope
when we start the construction of the additional lanes, they will grant
us that temporary permission.

I will confess to the gentleman T will take all I can get for my district
out there. I think all of us are that way, as far as serving our people.
We don’t look a gift horse in the mouth, no. We don't like to look a
gift horse in the mouth either.

Mr. Hesmprien, I am glad to hear the gentleman say that. The
reason I questioned the gentleman as I did was because of other related
problems which I see on the horizon.

For my part, we have the power to instruct the FAA to take extra
precautions to make sure that the full traffic use is as intended, because
if it takes 45 minutes to an airport, or an hour, it just slows down
transportation, and it is a burden on air traffic you are trying to de-
velop. We have this investment out there, and we are trying to de-
velop it. We are not going to develop it if we impede it by slowing
down the acecess or egress from the airport.

Mr. Brovuiur., I agree with the gentleman.

Mr. Hemenren, Thank you, Mr. Chairman.

Mr. Friepen. Mr. Devine.

Mr. Devine. Mr. Broyhill, when this limited access highway was
constructed, did that displace an existing highway or road in Virginia?

Mr. Brovuiin, No, it did not. It just took off across the field and
split farms and backyards and so forth. It did divide a lot of prop-
erty and it did divide the county almost in half.

Mr. Devine. But it did not divert existing traflic.

Mr. Broyniur. No, it caused no injury to existing traffic, other than
possibly the impact caused by the airport, particularly around the
town of Herndon, which caused additional people to move out there,
and additional traffic needs. We are not complaining really to much
about that, Mr. Devine, as much so as it is there, and we would just
like to use a portion of it until it reached the point Mr. Hemphill was
talking about.

Mr. Devine. Was this constructed with those mythical Federal
funds?

Mr, Broymiun., Yes, indeed; 100 percent.

Mr. Devixe. The State of Virginia didn’t contribute to the
construction ?

Mr. Broymiur. No. The access road was built with 100 percent
Federal funds,

Mr. Devize. Aequisition of right-of-way also used so-called Federal
funds?

Mr. Brovarur, Yes. Tt is about an $18 million construction job.
I said in my statement that if we intended to make it part of the
Interstate System, which could be done, it is a spur to the Interstate
System, then, of course, it could go into a 90-10 formula and the State
of Virginia could go along with it.

Mr. Hempain, If the gentleman would yield—the State of Vir-
ginia is ingenious in getting things with 100-percent Federal funds.
I congratulate the gentleman.

Mr. Devixe. Well, that wasn’t the purpose of my inquiry, Mr.
Chairman. i

Are you acquainted, Mr. Broyhill, with any of the zoning regula-
tions or restrictions in the area immediately surrounding Dulles?

98-1556—63——3
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Are there any zoning restrictions on construction of anything relating
to Dulles?

Mr. Broyuinr. In Fairfax County, most of the property ont near
the airport is zoned rural. Any zoning for 1-(-si(llu11tial would re-
quire an action of the county board of supervisors.

There has been rezoning between the town of Herndon and Route 7
for a large community development at Reston, that will be right along
the access road.

Mr. Devine. Is that in close proximity to the runways?

Mr. Broviiu. No, I don’t think it will be affected at all by any of
the noise of the airport. One thing—the FHA has pretty well zeroed
this noise factor in, and they have their own standards of safety inso-
far as noise and hazards is concerned, and what would be insurable
under the FHA. And most developments have to have FHA insur-
ance to be a success today, and be competitive today.

Mr. Devize. It might be well for the county supervisors to take
notice that this will become an increasingly heavily traveled airport.
And as the gentleman from South Carolina pointed out, we hear testi-
mony time and time again about noise from jet aircraft. And I think
those of us on the committee have been sympathetic with those pres-
ently existing residents, where a new airport facility goes in, but very
little sympathy for those persons who move in later and then com-
plain about the noise.

Mr. Frieper. Will the gentleman yield at that point. If I may add,
of all the complaints we have had about noise, we have yet to hear one
complaint about Friendship Airport. It is properly zoned. There
are no tall buildings in the area. And residents are far away from
the airfield. We have yet to hear one complaint about Friendship.

Now, Virginia should be farsighted enough to go ahead and do what
Friendship did.

Mr. Devine. I have no further questions.

Mr. Friepen, Thank you, Mr. Broyhill.

Mr. Broyairr. Thank you.

Mr. Friepen. Our next witness will be Congressman Fallon.

Mr. Farron, Mr, Chairman, I do have a prepared statement. I
would like just to make a few remarks from the statement, and ask the
consent of the committee that the full statement be printed in the
record.

STATEMENT OF HON. GEORGE H. FALLON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MARYLAND

Mr. Farrox. Mr. Chairman, I would like to say here and now that
the volume of air traffic that had been generated at the Friendship
National Airport has, up until this time, been generated through fair
and competitive methods. However, it is significant to note that in
the past 4 months since Dulles Airport has been in operation, 40 per-
cent of the jet traffic has been transferred from Friendship to Du][les.

It is an unfortunate situation, and certainly it has been discussed
in this committee, and many times to me by very many of Maryland’s
prominent citizens. And also in connection with this, they discuss the
size of the Federal budget and advocate in all instances that the States
and local governments should take on many of the expenses that are
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incurred in our Federal budget. They seem to think that the States
should go back to helping themselves in many expenditures that they
are asking the Federal Government to take on. :

Now, here is a case where the city of Baltimore and the State of
Maryland went ahead and floated a bond issue of $15 1111“101_1, \\‘lt_h
about $4 million airport aid from the Federal Government, built this
up-to-date airport for the future. A & ’

Certainly in the design of the airport, they had in mind the jet age.
But we had to sit around with this large expenditure for a number
of years before the jets came into being.

When the jets came into being, that is when the Friendship Interna-
tional really came into being and was transferred from the red into
the black.

Now comes a solely Government operated, owned, and paid for proj-
ect that is competing with Friendship. And I don’t think there 1s
anybody in our State that is against this competition. But we are
against what is happening now, what we consider unfair competition.
And T think that the bills that have been introduced by Mr. Friedel
and several other of our Maryland members would go a long way prob-
ably to correct this unjust treatment that we feel we are getting in
Baltimore. And certainly it is my hope that the committee recognizes
the necessity of affording Friendship an opportunity to compete in a
fair and just manner with the Federal Government.

Mr. Chairman, I appreciate the opportunity to appear before this
committee today. And I might say that much of my statement is a
rehash of the testimony that has been before this committee before, cit-
ing figures and percentages. But I thought I would like to em-
phasize that when we are trying to help ourselves in Maryland and
in Baltimore, that we shounld have at least a fair opportunity to com-
pete with this Government operation.

Mr. Friepen, Thank you.

Mr. Hemphill.

Mr. Hemprin. T want to say to our distinguished colleague, I have
used Friendship on occasions. You have a beautiful airport which
I think is a credit to the State of Maryland.

Has the gentleman ever investigated—I am sure he has—the pos-
sibility of—I say this in no criticism of the present transportation to
Friendship; T have found it satisfactory and certainly they don’t
charge very much—improving that by a monorail system or some-
thing like that to get people to Friendship ?

Mr. Farrox. T might say that is not too much of a problem in
getting people into Friendship from Baltimore because it is only 7
miles. From Washington I understand it is about a 40-minute run,
and has been done as low as 35, which comparatively speaking is a
much faster time than most of the large airports throughout the
country. And of course you have flown to most of the large cities
in the country. And an hour, an hour and 15 minutes in many in-
stances is not unusual.

As a matter of fact, one of our distinguished Senators and myself
came from the new airport in Chicago to the center of the city, and
it took us an hour and three-quarters one morning. Now, it might
have been an unusual situation where the traffic at that time might
have been heavy. But, nevertheless, I don’t think that in any case,

regardless of the time of day or the traffic volume, it would take an
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hour from the center of Washington to Friendship, and certainly not
more than 25 to 30 minutes from the center of Baltimore to Friend-

ship.

é)o that the time element, I think, compares much more favorably
than most large cities in the country.

Mr. Hemermn. I would like to ask you one more question. You
say that the total cost was $15 million from Maryland’s funds?

Mr, Favcox. Originally. In other words, when Baltimore wanted
this airport—we had an airport on the outskirts of Baltimore which
was inadequate, and we needed a new airport. So they built an air-
port. for the future. And without any Government lmfp at all at the
time, we went ahead and raised $15 million under a bond issue. And
then after we got going—and later through the Airport Aid Aect I
think that this committee sponsored in the past, we got just about
what other airports would in the country in proportion to t}m amount
of money that we were spending. And T think to date we have about
$20 million invested in the airport, of which a little over $4 million is
Federal money.

Mr. Hemprrnr, Thank you.

Mr. Frreoer. I would like to add that the city of Baltimore had a
$56 million bond issue in the last November election. And they are
still spending more money to improve Friendship.

Mr. Farron. I might add after the questioning of Mr. Broyhill,
that that does not include the road that is built from the Baltimore
expressway into Friendship. That was built by the State highway
department with State money.

Mr. Hempamn. Is that a controlled access road ?

Mr. Farron. Not into the Friendship Airport, it is not. It is a
dual highway. Butit islimited access.

Mr. Hempaiun, Thank you very much.

Mr. Friepen, Mr. Devine.

Mr. Devine. Mr. Fallon, I think this situation here, as far as Friend-
ship, is a prime example of the Federal Government being in compe-
tition with at least local governments. The people in your State, the
people in Baltimore, faced up to their responsibilities, they saw the
need, they went ahead and started this with money other than Federal
money. But now we have Dulles. T was not here when it was
authorized. But we have it. And it is not going to be eliminated.

Can you tell me, Dulles having been in operation less than 4 months
now, the percentage of traffic that has been reduced at Friendship as
a result?

Mr. Fatron. Well, my understanding was that 40 percent of the
jet flights have been transferred out of Friendship over to Dulles.

Mr. Devine. Forty percent.

Mr. Frieper. Jets.

Mr. Farrox. Jets. And this was the first up-to-date jet runway—
one of the first that was built south of New York.

Mr. Devize. What do vour administrators at Friendship—how do
they see the long-range future on this? Do they figure they are all
going to phase out, or 50 percent, or 807

Mr. Farrox. What we are concerned abont, and what they are con-
cerned about, is the increasing amount of flights that may be trans-
ferred due to the unfair competition that we have through a regula-
tory body being the housekeeping body at the same time. The people
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that are managing the airport, or looking toward its success, are
people who regulate the airlines. And they can exert an influence
over these airlines that is really not only not fair to the airlines,

but fair to to the public.

Mr. Devine. Do you feel that Mr. Friedel’s bill will resolve this
sitnation satisfactorily?

Mr. Farron. It will help considerably.

Mr. Devixe. I don’t know of any legislation that comes through
this committee, be it health, safety, or anything else, that Mr. Friedel
doesn’t get Friendship into one way or the other.

Mr. Fanrox. Mr. Devine, Mr. Friedel is always alert on all matters
pertaining to Maryland.

Mr. FriepeL. Thank you.

Mr. Farrox. Thank you, Mr. Chairman.

(The statement of Mr. Fallon follows:)

QraTEMEST OF Hox. GEorGE H. FArLLoN, A REPRESENTATIVE IN CONGRESS
FroM THE STATE OF MARYLAND '

By far the most serious problem facing Friendship International Airport today
is the unfair “coercing” of airlines by the Civil Aeronautics Board and the Federal
Aviation Agency into transferring service for Maryland and District of Columbia
travelers to the new Dulles Airport at Chantilly, Va.

In the interest of the air-traveling public, the Federal Aviation Agency should
be relieved of responsibility for the operation of the Washington National Airport
and the Dulles International Airport. The Federal Aviation Agency is primarily
a regulatory agency and not an operating agency. 1t should not have the respon-
sibility of developing and operating the facilities which it is designed to regulate.

Congressman Friedel's bill, H.R. 2081, to create a separate airport board, will
accomplish this end in a most satisfactory manner. Under his bill, the airport
board would be an independent agency and under such a body the Washington
National and Dulles International Airports would be placed in the same position
with the FAA as all other airports. It would afford Friendship an opportunity
to compete with Dulles in a fair manner. It would do away with the conflict of
interest which presently exists and which is adversely affecting the fine service
that Friendship has to offer.

I would like to say here and now the volume of air traffic that has been gener-
ated at the Friendship International Airport has been done through fair and com-
petitive methods, However, it is significant to note that since Dulles has been in
operation, 40 percent of Friendship's jet flights have been transferred to Dulles,

The unfortunate situation at Friendship has been gone into thoroughly by a
number of prominent State and city officials of Maryland. In discussing the mat-
ter with me, they object strenuously—and justifiably so—to the enormous Federal
budget, particularly, the undesirability of how little by little the Government is
taking over functions that should be carried on by the States. Friendship Airport
is one operation which was financed largely by bonds floated by the people of
Baltimore City trying to do the job themselves with a minimum of Federal help.
1 believe I am correct in stating that Friendship has a total investment of approxi-
mately $20 million, of which Federal grants aggregate slightly over §4 million.
The Dulles Airport has already drawn some $105 million from the public purse
over the past 12 years.

I think it is a sad commentary on our Government when the citizens in various
States are endeavoring to help themselves, for the Government to come along—as
in the case of the Dulles International Airport—and put an already existing
operation such as Friendship in the red. It certainly does not encourage commu-
nities to successfully follow through on projects initiated by them and which
should be carried on by them and the various States without interference from
the Government. We, in Baltimore, believe that airports must be put on a self-
sustaining basis with revenue sufficient to establish reserves for future replace-
ments and betterments. However, unless there is traffic in and out of an airport,
such as Friendship, there will not be revenues to operate the facilities.

Unless remedial legislative action is taken—and taken soon—as proposed in
Congressman Friedel’s bill, Dulles will continue to take jet flights from Friend-
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ship and eventually Friendship will be forced to fold up. The eity of Baltimore,
which owns and operates Friendship, cannot condone the existing preferential
treatment to Dulles International on the basis that the Federal Government owns
and manages the latter. We vigorously protest the treatment to which Friendship
is being subjected.

It is my earnest hope the members of this committee will recognize the de-
sirability and necessity of affording Friendship the opportunity to compete with
Dulles in a fair and just manner, which is in keeping with our basic American
principles, and which can be done with the adoption of Congressman Friedel's
proposal.

I am most appreciative of the opportunity to appear here today in support of
Y¥riendship and Mr. Friedel’s bill and similar bills introduced by other Maryland
members, and sincerely hope the members will act on it favorably.

Mr. Frrever. Our next witness will be Mr. Halaby, the Adminis-
trator of the Federal Aviation Agency.

Mr. Halaby, I understand yon have some representatives from your
Agency with you. You may introduce them for the record.

STATEMENT OF HON. N. E. HALABY, ADMINISTRATOR, FEDERAL
AVIATION AGENCY; ACCOMPANIED BY WARD HOBBS, DIRECTOR
OF THE BUREAU OF NATIONAL CAPITAL AIRPORTS: ROBERT
BACON, ACTING DEPUTY DIRECTOR OF THE BUREAU; NA-
THANIEL GOODRICH, GENERAL COUNSEL; AND ALAN DEAN,
DEPUTY ADMINISTRATOR FOR ADMINISTRATION

Mr. Havapy. Mr. Chairman, I have with me the Director of the
Bureau of National Capital Airports, Mr. Ward Hobbs, his Acting
Deputy, Robert Bacon, Mr. Nathaniel Goodrich, the General Counsel
of the Federal Aviation Agency, and Mr. Alan Dean, the Deputy Ad-
ministrator for Administration. Depending on how much detail the
committee wishes to entertain, they will join me at the witness table
and testify.

Mr. Friepen. Very well.

Mr. Havagy. Mr, Chairman, we appreciate this opportunity to be
here again and to explain to you the reasons why we think the way
we do on these bills.

I would join Mr. Devine in saying that Mr. Friedel has been most
energetic and vigorous in fighting for what he believes is the public
interest, and in particular the interest of Maryland and his distriet
with respect to these airports.

There are actually four bills before the committee, three of which
are identical and would create a Washington Airports Board and a
fourth which would create a National Capital Airports Corporation.

I think that Mr. Hemphill and Mr. Devine have focused on the
main issue before the committee, and that is how can the Federal
Government best manage and operate its two multimillion-dollar air-
ports which are in existence and are present facts, and create current
problems with which the committee and the administration must deal.

The desirability of operating the airports of the Nation’s Capital
through a corporation has been widely recognized for many years.
It is not, as some say, a legal fiction, and it is not a new idea.

As far back as 1949, the Hoover Commission proposed the incorpora-
tion of Washington National Airport. The Senate Commerce Com-
mittee in the 83d Congress unanimously supported this view and
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reported favorably a corporation bill. The executive branch has
eonsistently and repeated]l urged the establishment of an airport
corporation. President Eisenhower, in his budget message for the
1955 fiscal year, stated that incorporating the Washington National
Airport—

will provide greater management flexibility to meet changing requirements and
permit more businesslike operation.

The budget transmitted by President Kennedy for the 1964 fiscal year,
has again recommended legislation— . .

to establish a Federal corporation to consolidate the management of the Dulles
and Washington National Airports and to place these essentially commercial .
operations on a business-type basis. '

The perisistent demand for a corporation, both from in and out
of Government, is perhaps the best evidence of the validity of the
need.

There is no question that these airports could with various amend-
ments of existing legislation, continue in the future to be operated as
they have been in the past. Nor do I doubt that they could be operated
by an independent airports board. 1 am, however, convinced that
only with a corporate form of organization will they be operated
within a sound Government framework and with a maximum of
efficiency and return on the money invested.

Congressman Hemphill was talking of the people’s money and the
people’s business.

I do not believe that the Congress created these two airports for the
urpose of competition with any other airport. I believe the Congress
oresaw a need for these two airports in the public interest.

I also am firmly convinced, that Congress intended, and I take it as
my duty, to operate the two airports with the maximum efficiency and
the least cost.

We certainly have no one that I know of in the Federal Aviation
Agency that has any kind of feeling or emotion or aftitude of com-
petition toward Friendship.

There has not, to my knowledge, been a single unfair, unjust, or even
a competitive act on the part of anyone in the Federal Aviation
Agency against Friendship.

The mere existence of J)n-]]es Airport and its authorization way
back in 1950 by the Congress of the United States is regarded by
Baltimore as a threat to its airport. But there is no act or inaction
that has been brought to my attention, to this moment, on my part or
any member of the FAA, that has been against Friendship, or against
any other airport,

Now, what I think we are for here is the traveler and the taxpayer,
and finding out what is in the interest of the traveler and the tax-
payer is both the problem of the Congress and this committee and
the administration.

At the present time we are operating these two airports under two
different legislative charters—the Washington National Airport Act
of June 29, 1940, as amended, and the Second Washington Airport Act
of September 7, 1950, as amended. Almost 13 years ago this threat-
ening airport first appeared on the legislative horizon.

Neither of these acts even recognize that the Government is con-
ducting a business-type operation through these airports. They pro-
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vide no standards for setting rates and charges, no principle of eco-
nomic self-sufficiency, no guide to sound business practice. In such
matters as terms and conditions of contracts they are inconsistent.

Certainly, we can all agree that something is needed in the way of
legislation if these airports are to be managed in a consistent and
businesslike manner, i% we are to convert Dulles from red ink to
black ink within our lifetime.

I would like to enumerate the many reasons why we prefer the in-
corporation bill now before this committee :

1. By establishing a corporate-type budget which sets forth both
revenues and expenditures, the bill assures that the true financial
condition of the airports will be clearly set forth for the President, the
Congress, and for the airport managers.

2. It provides for the use of revenues to defray the costs of airport
operation and authorizes revolving fund financing.

Maybe, Mr. Chairman, this attitude formalized in legislation of
profit and loss, of accountability, may be the most important feature of
this corporation bill.

We try, under present legislation and policies, to bring this attitude
into play.

But with congressional action on this, I believe the task would be
made more binding, and the accountability clearer.

3. It permits rapid responses to changes in demands for services
which can now be met only after long delay or by diverting funds from
other urgently needed purposes.

4. It makes possible the immediate initiation of unanticipated re-
pairs required in the interest of airport safety or economy.

5. It establishes for the first time a generally applicable congres-
sional policy of self-sustaining operation for the airports.

6. It establishes a policy of fair and reasonable rates for services
rendered users by the airports, protecting both the user’s and the
Government’s interests.

7. By vesting management responsibility in a statutory officer, the
general manager, it will free the Administrator of the Federal Avia-
tion Agency from forced involvement in the day-to-day operation of
the airports.

8. It creates a five-member advisory board empowered to advise the
administrator and general manager concerning policies and opera-
tions, whose members are compensated only on their days of service
and only if they come from private life.

And these advisers, Mr. Chairman, should be men and women who
are dedicated to the traveler and the taxpayer, not one ¢ity or another
city—but solely in the interests of those who are being served, and
those who are paying for the airport.

9. It increases the authority of the management to enter into lease
contracts which must now in many cases be restricted to 3 or 5 years.
In so doing, it eliminates differences in leasing authority applicable
to the two airports and thus the necessity of a separate bill now before
this committee (H.R. 3127).

10. It authorizes lease arrangements with concessionaires permittin
them to repair and improve their facilities, thus obviating the nee
for another bill now before this committee (H.R. 3126).
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11. It clearly establishes policies under which other Federal agen-
cies, including the Department of Defense, may use the airports or
space therein.

12. By crediting an amount equivalent to Federal aid to airport
grants, 1t provides a reasonable and equitable basis for determining
the capital base used in the establishment of user charges.

13. It provides authority to transfer certain access roads to State
or Federal agencies under conditions which safeguard the interests
of northern Virginia communities.

14. By permitting the Corporation to sue and be sued in its own
name in conducting its business operations, it places parties dealing
with the airports on more equal footing.

15. It permits the Corporation to receive gifts or donat ions of prop-
erty and services and utilize them in support of the airports.

16. Tt permits payments in lieu of taxes upon real property under
specified conditions.

17. Tt will permit commercial-type audits by the General Account-
ing Office which are more appropriate for revenue-producing activities.

These advantages have more than a thom'eticall foundation. Most
of them can be directly or indirectly related to cost and efliciency of
operation. For example, we have had sitnations arise where the in-
stallation of parking meters costing approximately $7,000 would give
us a potential annual revenue of $100,000. This revenue was lost,
however, for a considerable period of time until funds could be ob-
tained for this purpose. As a corporation, the meters could have been
purchased out of the revenue. Similarly, we have experienced un-
anticipated increases in the use of electricity and heat by lessees which
have forced us to postpone other activities for which we had obtained
funds in order to pay our light and fuel bills. This results because
the payments by lessees for heat, light, and power go directly to the
Treasury and cannot be used to defray our purchases from utility
companies and other suppliers. When revenues cannot be used to off-
set added costs, management is unnecessarily faced with the choice of
preferring one operational improvement over another. Very often,
proceeding with both would be in the best interests of the Government
since both would more than pay their way.

In other words, the test isnot will it pay its way. Itiscan we tap the
Treasury. We feel that in this enviroment, the incentive to good
management tends to be dissipated through frustration.

The flexibility afforded by incorporation would encourage good
management by making it possible to improve both the services ren-
dered by the airports and the income derived from those services.

Having noted these advantages, I would now like to comment on a
few results which would not follow from incorporation of the air-
ports. First, there would be no real lessening of congressional control,
The Government Corporation Control Act requires that an annual
budget be presented to the Congress. The Appropriations Commit-
tees have a full opportunity to review this hun{get and the program it
proposes. They may place any limitations deemed desirable on the
use of funds by the Corporation. Although when compared with the
normal budget process this may be characterized as a negative rather
than a positive veto, the committees gain a very significant advan-
tage—their attention is directed to the ultimate impact on the
Treasury of the program proposed.
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Secondly, incorporation would not result in a grant of unfettered
administrative authority. While contracting would be accomplished
in a manner more responsive to business neeﬁ‘s, it would, nevertheless,
continue to be done in accordance with basic Government procure-
ment practices. Personnel management would continue under civil
service laws and regulations. The Corporation’s affairs would remain
subject to audit by the General Accounting Office and a report thereon
to Congress.

Finall ¥, incorporation would not adversely affect the interests of the
users of the airport. Both the airport management and the airlines
would have for the first time a clear legislative standard for develop-
ment of rates and charges. The books of the Corporation would
accurately reflect its financial condition; its budget would accurately
reflect the consequences of its improvement programs. In this en-
vironment, all parties in interest could establish their relationships
more intelligently and equitably.

b'l{ still do not know why there is opposition from the carriers to this
ill.

It may be that putting the Corporation clearly and publicly on the
record as a profit-and-loss enterprise is considered as a potential source
of increased user charges. I submit that a businesslike operation by
businessmen in a business environment is not a threat to these private
enterprise companies. And I hope that when the carriers come before
you, you will ascertain their problems with this bill, and in particular
to ask them to choose between this bill and other bills that ﬂmve been
offered.

Now, that is my case for the incorporation bill, Mr. Chairman.

Turning now to H.R. 2081, FL.R. 3328, and H.R. 3406, identical bills
creating a Washington Airports Board, I must first state that the
Bureau of the Budget has advised me that enactment of these measures
would be inconsistent with the objectives of this administration. I
would like to review some of the factors which lead to this position on
the part of the administration.

I must say on a personal basis, Mr. Chairman, I sought out the
views of the Bureau of the Budget, lest someone feel that I had some
personal desire, or even that we had a bureaucratic desire to hold on
to these airports,

And, therefore, the Bureau of the Budget, being the central clear-
inghouse of the Government has taken this position, and these points
I am about to make are the points of the administration, not my
personal views.

The most immediate consequence of this bill is the creation of still
another independent agency of Government; and it seems to us that
another independent agency in the aviation business would be the last
thing the Government should want. Viewed in any manner, the
structure of a new agency saddles the airports with a much higher ad-
ministrative overhead, mcluding for the salary of Board members
alone, $100,500 per year. Inevitably following would be the creation
of small staffs here and there to provide clerical services or technical
expertness now available in the Federal Aviation Agenecy.

More importantly, the creation of a new agency would further com-
plicate the job of the Congress and the President in assuring efficient
and effective management of the airports. Normally, Congress turns
to the board- or commission-type organization only when it is vesting
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quasi-judicial or regulatory functions in an agency. In this case, when
the sole mission of the agency would be to operate a Government enter-
prise, the case for a single executive is especially strong. The concept
of a single executive is universally favored where quick and decisive
action is essential to success.

I have often wondered if one of your distingnished fellow citizens,
Mr. Crane, an industrial executive, if he were chairman of such a
board, how he would organize. And I suspect that he might very well
organize as he would in a corporation to get the maximum efficiency.
And I believe the result \\‘()ulld be a single executive charged clearly
with responsibility for the people’s money and with the people’s busi-
ness on his back.

I doubt that we would set up, within a board, the representatives of
two conflicting communities to thrash out for a business operation
policies and procedures and expect from that a greater savings and
more efficient operation.

I think that while creating another agency with the inherent defi-
ciencies of board management, H.R. 2081 provides for none of the
managerial and operational needs which justify incorporation. The
Board would come into existence with a legislative charter offering
nothing more than the existing and clearly inadequate management
tools.

I would, in closing, like to mention the charge that has been made
repeatedly to whoever occupies the seat of the Federal Aviation Ad-
ministrator—namely, that he is involved in a conflict of interest.

This is alleged to exist in the various roles of the Administrator.
Being charged with regulating air commerce to promote its develop-
ment and insure its safety, it is argued that he cannot at the same time
impartially operate Federal airports in competition with other air-
ports in the same area. I have tried to make it clear that we do not
consider this a competition between Dulles and Friendship. We be-
lieve that there is going to be a need for both airports—albeit, the
Congress anticipated them, just as the leaders of Baltimore antici-
pated Friendship well in advance of the immediate need. I think our
record will show our belief in Friendship Airport as a desirable
and important part of the national system uf] airports.

In fact, I think if you observe the Federal grants in aid to Friend-
ship over the years. as recently as the current year, you will see that
there is no use made of the Federal Airport Act or the Federal Avia-
tion Act to compete unjustly with Friendship.

I guess as an individual public servant I feel the charge is made
rather loosely. And I have not yet had a bill of particulars. In fact,
not a single count of the indictment of unfair or unjust competition
has been issued. And perhaps the committee will want to explore in
what respect there has been unfair or unjust competition as has been
stated this morning.

Mr. Friepen. Mr. Halaby, I have made that statement because of
the statement you made, or you are supposed to have made. Now, I
have repeated it—not loosely—just because you made the statement.
I can read it right now. And if you can tell me why I shouldn’t feel
that way I would be glad to hear your reasons. I would just like
to read it right now.

Mr. Havasy. I can tell you—you are quoting from the Aviation
Daily, Mr. Chairman. What I am trying to distinguish here is be-
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tween words and action, and between what I said and what I didn’t
say.

If someone would cite an action we have taken, a movement, a meas-
ure, that has been unfair or unjust, then I would either plead guilty
or defend the action.

Mr. FrieoeL. Here is what you are supposed to have said in Decem-
ber 1961—they reported this statement, made by the Administrator
of the FAA.

The ecarriers are trying to treat me just like any other airport owner, and they
won't get away with it. This is a threat to them. If they don't come to me
within 2 weeks, we will lay the terminal out ourselves, and that will be it.

Now, I ask you gentlemen, could any other airport owner in the
country get away with this kind of a statement ?

You never denied the statement was made.

Mr. Harasy. Yes; I did deny I made that statement. We had this
colloquy last year almost exactly the same, Mr. Chairman. I would
be glad to read from the record. I questioned whether or not you had
always been quoted accurately, and you confessed on possibly one or
two oceasions you had not. And Isaid T had not.

But I did mean the essence of that, Mr. Chairman, and T told you
so last year. And I will bet you that every airport landlord who has
ever had to deal with the air carriers has had to get down to very
tough language to come to terms. This is characteristic of that kind
of negotiation. They had to do it at Baltimore. They had to do it
at Chicago. And the average time to negotiate an agreement with the
air carriers is in the order of 18 months to 2 years. And this is
because it is a wearing kind of process.

What I was trying to tell the earriers was that we were not running
a handout operation, and that we were not going to be subject to
further delays merely for foot-dragging purposes, we wanted to come
to terms,

The interesting thing is it had the effect of reaching an agreement
that is in the interests of the taxpayer and the traveler. '

Mr. Frieper. Mr. Halaby—Ilet’s see where you and I differ.

I was originally opposed to building Dulles. It is on our hands
now. But when they testified and got Congress to agree to build
another airport, they were anticipating by 1962 or 1963 that we would
need three airfields. They were wrong in their judgment. Now, just
because they were wrong, does that give you a right to say, “Look,
fellows, I have this white elephant on my hands, help me out. You
have got to rent space here at the expense of Friendship.” That is
the point I am trying to get over.

I can understand that eventually we will need it. But until then it
should not be used at the expense of the traveling public, not at the
expense of the airlines, and not at the expense of Friendship.

I understand 40 percent of the jet flights were taken out of Friend-
ship since last November. I understand one came back. I understand
another one is coming back to Friendship.

We have picked up some piston flights, and T think we have lost
overall about 19 percent.

The point I am getting at is this. Congress was wrong in their
judgment at that time. Please don’t force Balitmore to be the goat.
We have lost money. We planned our airport a long time ago. We
lost money for 9 straight years. Don’t expect Dulles to get out in
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1 or 2 years or 3 years. It is going to take them Jonger than that. And
that is the point I am trying to get over.

Mr. Harasy. Mr. Chairman, I fully appreciate that point. And it
was said earlier this morning that we were coercing the carriers, that
we had foreed them to divert flights.

What I am asking the committee to ascertain is if there is any action,
any measure, any rule that we have taken that has coerced or forced
the carriers to come in. There is a feeling that because there is another
job to be done in the Federal Aviation Agency, namely, regulating the
airworthiness of airplanes, the operating procedures of air carriers,
somehow we are using that function to force flights out of Friendship
into Dulles.

I can only tell you that I know of no such use of any such power.
And I am sure that if it were attempted to be used, this committee, the
Congress, and the press wounld be on 1t within seconds.

Mr. Friepen, Mr. Halaby, I do not know of one specific instance.
But I can add two and two.” I know one airline has been losing money,
and by going to Dulles, it is going to make them lose another million
dollars more than they have been losing.

Now, I can’t see a good businessman wanting to lose another million
dollars when they are already losing money.

Now. I don't say that you did anything specific. But they are under
the impression that if they don’t go there, they will be in bad with the
FAA and the CAB.

Mr. Harapy. If they would just explain what punishment there will
be for not following the public to Dulles——

Mr. Frieper. Ave you saying that an airline is losing money, and
knowing they are going to lose another million more, will go to Dulles
voluntarily ?

Mr. Hatasy. If there is an airline that will lose a million dollars
by transferring to Dulles, then the management and the board of di-
rectors I think would take a pretty hard look at the transition.

The point, Mr. Chairman, is that the Congress authorized and de-
veloped Dulles. T could easily say I didn’t have anything to do with
this and duck it on the grounds that it was inherited. But I am not
going to do that. The Congress legislated a new Washington Inter-
national Airport into existence. The past administration located it
where it did. It is there. And, therefore, the problem is to be solved
and not fought—the problem is what to do with it.

Now, I—and Mr. Hobbs, who is in charge of these airports—will
be negotiating with the carriers to come in there on terms favorable
to them and the Government. We will publicize the airport as the
one serving Washington, which it is—so decreed by Congress. The
dynamies of that situation will draw trafic away from Friendship.
It is the airport to serve Washington. And the temporary advantage
Baltimore had becanse jets could not fit into Washington National
Airport has ended. Those ave all facts of national and community
life.

Sothat is one thing.

But to say that we are using other powers to coerce or be unjust or
unfair, I emphatically disagree and deny that.

Mr. Frieoer. Mr. Halaby, I don’t know how to explain it. But
the only two airports in the whole United States you run are Washing-
ton National and Chantilly.
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Mr. Havaey, Nosir. There are about 16 of them up in Alaska, and
there are several in the Pacific that the Federal Aviation Agency also
runs. We do not enjoy running airports, I can assure you. But that
is a duty Congress gave us.

Mr. FriepeL. The only two airports that you run in the United
States. Now, of course, Alaska is a new State. I didn’t know about
Alaska, and maybe some of these islands. But in the continental
United States, the only two airports you own, operate, and regulate
are Washington National and Dulles.

If you go back to the figures some time ago, before you were Admin-
istrator, Washington National was overcrowded, and everyone told
them it was overcrowded that know anything about flying.” Friend-
ship was dying on its feet. They wouldn't divert traffic over there,
becaunse the FAA had control of Washington National. That was
before you came. But that is what happened. And the same thing
is happening now.

I think there will be a need for three airports. But don't force
people to use Dulles at the expense of Friem!ship. And Friendship
1s supposed to be an international airport for Washington and Balti-
more. You just keep saying Dulles is for Washingtonians. Friend-
ship is for Washington and Baltimore. That is what it was designated
at the beginning.

Mr. Havasy. Mr. Chairman, it occurs to me in a sense the Federal
Aviation Agency diverted traffic to Friendship airport, and gave it
this great surge of traffic in the first 3 years of the jet age. If the
Federal Aviation Administrator had wished to hurt, to be unjust
to Friendship, he would have built up Washington National as a
jet airport, and monopolized all the traffic. He didn’t do that, sir.
He refused the jets in there because Washington National is not built,
designed, or set up for jet traffic. Therefore, the Congress built a new
airport, in its wisdom. But if anything, he helped Baltimore by di-
verting trafic. He didn’t hurt it.

Mr. Friepen. Friendship was one of the few airports in the United
States which could accommodate jets then. Idlewild couldn’t handle
certain jetplanes. There had not been a jetplane flown to the United
States t-ﬂl.‘t-t- has not landed in Friendship, when they could not land any
other place on the east coast.

Mr. Havapy. It isa very fine airport. Proof of that in action is the
number of grants we have made, the number of people we have em-
ployed there, and that there is not one instance that anyone has
cited or can cite in my judgment where we have taken any action
detrimental to Baltimore, except that the Congress established a new
airport out in Virginia.

Mr. Frieoer. The purpose of my bill is to take the operation away
from FAA. Your bill makes you head of a corporation. If it were
a corporation that the FAA had nothing to do with it, it might be a
different thing. That is why I ask for an independent board so you
would have no control of that, none whatsoever other than the safety.
In safety you are doing a world of good. We were up in Atlantic City
and saw what the FAA is doing, and it should be publicized more what
you are doing for safety. I was amazed at the things we saw—this
glide scope, the lighting system you have, your testing on recorder
devices. They were wonderful things. That is the thing I think you
should be interested in all the time—not worry about a concession,
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or a hotdog stand, or a restaurant, or a hangar. Those things should
be the concern of a separate board.

Mr. Haragy. Mr. Chairman, this bill proposes the halfway posi-
tion.

Your bill would go all the way and put it in a new, independent
agency.

Mr, Frigper. T just want to divorce you from it.

Mr. Harapy. This bill divorces it as far as is functionally and eco-
nomically efficient from the Federal Aviation Administrator. And it
setsup a general manager, a statutory officer.

Now, you can go all the way over. If that is the decision of Con-
oress, we will of course conform toit.

But what I am trying to get at is there hasn’t been any unjust, un-
fair treatment or competition. If anything my Agency has helped
the fine men who have put so much of their time and energy into mak-
ing this a great airport—has helped them by Federal grants, by put-
ting people in the tower, by putting the latest facilities in there. Tt
is one of the best airports in the Worls.

But don't forget, sir, that we have a regulated free enterprise air
carrier system in this country. And it is our attempt to keep it as
free as possible.

Neither Mr. Boyd nor Mr. Halaby, nor anyone on the Board or in
the FAA can tell the carriers to move from Friendship to Dulles.
There is no authority to doit.

Mr. Frreprrn. Who does tell the air carriers. There is one jet
flight from Friendship to Miami, Fla., and all they assigned for Balti-
more City is four seats on that plane. Now, that is crazy. And who
lets them get away with that, I don’t know. Sometimes we have a
waiting list but we can’t get on that plane. So we have to go to Dulles.
You can get a good flight out of Dulles, or Washington National. But
out of Friendship one jet flight, and only four seats on that plane.
Now. when we return to Friendship. You know what time you have
to leave Miami—2:45 a.m., and get there at 5. That is the only jet
flight returning.

Mr. Hemprine. If the gentleman wants to get off on service, I will
be happy to join him, because I have some complaints myself.

Mr. Frrepen. There is something wrong somewhere. I don’t know
who is doing that but there is something wrong.

Mr. Harasy. If the city of Baltimore asked me for any advice,
and T am sure I am the last one they would ask, the great effort and
ingenuity and energy that they have could well be put into generating
new traffic from the citizens of Baltimore and those from the sur-
rounding areas, so that the demand for traffic close imto Friendship
will be so great that the carriers, to make a profit, will provide more
service. Well, we have been through this before.

Mr. Frieper. Mr. Halaby, I can assure you they are doing that,
and spending a lot of money each year to generate new business.
And we cannot eet adequate service out of Friendship.

Mr. Harapy. Well, sir, just to finish on this point of unfair com-
petition, I ask, What can the Administrator, as operator of the two
Washington airports, in theory, do to divert operations from Friend-
ship to Dulles? He cannot prevent aircra ft from landing at Friend-
ship. He cannot exercise the powers of the Civil Aeronautics Board
and declare Dulles the airport to provide service to Baltimore. He
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cannot. revoke air carrier operating certificates for failure to use
Dulles. Properly exercising his duties, he can do nothing in an
official capacity to coerce the transfer of operations from one airport
to another. Even were we to assume an improper exercise of author-
ity, I can think of no way in which this result could be achieved.

Are there any practical means by which the Administrator could
use his position to prejudice Friendship? The only conceivable one
that occurs to me is through his administration of the Federal Airport
Act. To set at rest any fears on this score, I think we need only look
at the record. Since 1948, Friendship has received 16 Federal air-
port grants totaling $4,872,052. Eleven of those grants, totaling
$2,674,212, were received since 1950 when the second airport was au-
thorized. Since construction was started at Dulles in 1958, Friendship
has received five of those grants totaling $1,782,957. Since Dulles
opened last November. we have tentatively allocated $365.500 to
Friendship and a grant of the money awaits only receipt of the project
application. A comparison of Friendship with other airports of
similar traflic volume, and serving cities of comparable size will reveal
that it is also comparable in its receipt of Federal funds.

I think this is a tribute to the ingenuity and worthwhileness of that
airport, and the Congressmen and Senators who have been working
to develop it. If anything, there might be some criticism for grant-
ing too much too soon to both of these airports. For that, I can only
say we believe we are promoting and developing air commerce in
the United States through making these airports as safe and as con-
venient as possible.

I believe, Mr. Chairman, that I should close by pointing out that
we are interested in the development of all airports needed for an
efficient and safe American air transportation industry.

We have that responsibility of fostering civil aeronautics by law.
The fact that we do it in several different ways requires us to consider
what is good for Friendship Airport as well as Washington National
Airport, as well as Dulles International Airport. And we believe
that we have to face the facts of life.

Dulles International Airport is a reality. While some might argue
that it was not needed at this instant in time, there can be no doubt, as
to its ultimated need or the fact that it is now in operation. Although
I appreciate the concern of those who believe that Dulles will detract
from the use of Friendship, I am convineed that this is a short-term
problem. In the long run, aviation service in the Washington-Balti-
more area will require the three airports. I would urge the commit-
tee not to allow the present understandable anxieties of our Maryland
citizens to defeat a sound management arrangement for the Washing-
ton airports. The corporation is required for valid operational rea-
sons having no effect whatsoever upon Friendship International Air-
port. If Dulles International Airport poses a tlln'p:n to Friendship,
the enactment of HLR. 2081 would not lessen that threat. Conversely,
incorporation of the airports would not intensify it.

I earnestly urge the committee’s favorable consideration of H.R. 826.

(The statement of Mr. Halaby follows:)

STATEMENT BY Hox. N, E. HALABY, ADMINISTRATOR, FEDERAL AVIATION AGENCY

Mr. Chairman and members of the subcommittee, I appreciate this opportunity
to testify on H.R. 826, a bill to incorporate the Washington National and Dulles
International Airports, and H.R. 2081, H.R. 2328, and H.R. 3406, identical bills




WASHINGTON, D.C., AIRPORTS 45

which would create a Washington Airports Board. The paramount issue posed
by these bills is this—how can the Federal Government best manage and operate
its two multimillion-dollar airports?

The desirabiilty of operating the airports of the Nation's Capital through a
corporation has been widely recognized for many years. As far back as 1949,
the Hoover Commission proposed the incorporation of Washington National Air-
port. The Senate Commerce Committee in the 83d Congress unanimounsly sup-
ported this view and reported favorably a corporation bill. The exectuive
branch has consistently and repeatedly urged the establishment of an airport
corporation. President Eisenhower, in his budget message for the 1955 fiscal
year, stated that incorporating the Washington National Airport “will provide
greater management flexibility to meet changing requirements and permit more
businesslike operation.” The budget transmitted by President Kennedy for the
1964 fiscal year, has again recommended legislation “to establish a Federal
corporation to consolidate the management of the Dulles and Washington Na-
tional Airports and to place these essentially commercial operations on a busi-
ness-type basis.”

The persistent demand for a corporition, both from in and out of Government,
is perhaps the best evidence of the validity of the need. There is no question
that these airports could, with various amendments of existing legislation, con-
tinue in the future to be operated as they have been in the past. Nor do I
doubt that they could be operated by an independent airports board. I am,
however, convinced that only with a corporate form of organization will they be
operated within a sound Government framework and with a maximum of efficiency
and return on the money invested.

At the present time we are operating these two airports under two different
legislative charters—the Washington National Airport Act of June 29, 1940), as
amended. and the Second Washkington Ainport Act of September 7, 1950, as
amended. Neither of these acts even recognize that the Government is eon-
duecting a business-type operation throngh these airports, They provide no
standards for setting rates and charges, no principle of economic self-sufliciency,
no guide to sound business practice. In such matters as terms and conditions of
contracts they are inconsistent.

Certainly, we can all agree that something is needed in the way of legislation
if these airports are to be managed in a consistent and businesslike manner. 1
would like to enumerate the many reasons why we prefer the incorporation bill
now before this committee :

1. By establishing a corporate-type budget which sets forth both revenues and
expenditures, the bill assures that the true financial condition of the airports
will be clearly set forth for the President, the Congress, and for the airport
managers.

2. It provides for the use of revenues to defray the costs of airport operation
and authorizes revolving fund financing.

3. It permits rapid responses to changes in demands for services which can
now be met only after long delay or by diverting funds from other urgently
needed purposes.

4. It makes possible the immediate initiation of unanticipated repairs required
in the interest of airport safety or economy.

5. It establishes for the first time a generally applicable congressional policy
of self-sustaining operation for the airports.

6. It establishes a poliey of fair and reasonable rates for services rendered
users by the airports, protecting both the nser's and the Government's interests.

7. By vesting management responsibility in a statutory officer, the General
Manager, it will free the Administrator of the Federal Aviation Agency from
involvement in the day-to-day operation of the airports.

& It creates a five-member advisory board empowered to advise the Adminis-
trator and General Manager concerning policies and operations, whose members
are compensated only on their days of service and only if they come from
private life.

9. It increases the authority of the management to enter into leage contracts
which must now in many cases be restricted to 3 or b years. In so doing, it
eliminates differences in leasing authority applicable to the two airports and thus
the necessity of a separate bill now before this committee (H.R. 3127).

10. It authorizes lease arrangements with concessionaires permitting them to
repair and improve their facilities. thus obviating the need for another hill now
hefore this committee (H.R. 3126).

11. Tt clearly establishes policies under which other Federal agencies, includ-
ing the Department of Defense, may use the airports or space therein.

98-1556—63—4
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12. By crediting an amount equivalent to Federal aid to airport grants, it
provides a reasonable and equitable basis for determining the capital base used
in the establishment of user charges.

13. It provides anthority to transfer certain access roads to State or Federal
agencies under conditions which safeguard the interesis of northern Virginia
communities.

14. By permitting the Corporation to sue and be sued in its own name in
condueting its business operations, it places parties dealing with the airports
on more equal footing.

15. It permits the Corporation to receive gifts or donations of property and
services and utilize them in support of the airports.

16. It permits payvments in lien of taxes upon real property under specified
conditions,

17. It will permit commercial-type audits by the General Accounting Office
which are more appropriate for revenue-producing activities.

These advantages have more than a theoretical foundation. Most of them
can be directly or indirectly related to cost and efficiency of operation. For
example, we have had situations arise where the installation of parking meters
costing approximately $7.000 would give us a potential annual revenue of
$100,000. This revenue was lost, however, for a considerable period of time
until funds could be obtained for this purpose. As a corporation, the meters
conld have been purchased out of the revenue. Similarly, we have experienced
unanticipated increases in the use of electricity and heat by lessees which have
forced us to postpone other activities for which we had obtained funds in order
to pay our light and fuel bills. This results because the payvments by lessees
for heat, light. and power go directly to the Treasury and cannot be used to
defray our purchases from utility companies and other suppliers. When rev-
enues cannot be used to offset added costs, management is unnecessarily faced
with the choice of preferring one operational improvement over another. Very
often, proceeding with both would be in the best interests of the Government
since both would more than pay their way. In this environment, the incentive
to gzood management tends to be dissipated through frustration. The flexibility
afforded by incorporation would encourage good management by making it
possible to improve both the services rendered by the airports and the income
derived from those services.

Having noted these advantages, I would now like to comment on a few results
which would not follow from incorporation of the airports. First, there wonld
be no lessening of congressional control. The Government Corporation Control
Act requires that an annual budget be presented to the Congress. The Appro-
priations Committees have a full opportunity to review this budget and the pro-
gram it proposes. They may place any limitations deemed desirable on the use
of funds by the Corporation. Although when compared with the normal budget
process this may be characterized as a negative rather than a positive veto, the
committees gain a very significant advantage—their attention is directed to the
ultimate impact on the Treasury of the program proposed.

Secondly, incorporation wonld not result in a grant of unfettered administra-
tive authority. While contracting would be accomplished in a manner more re-
sponsive to business needs, it wonld, nevertheless, continue to be done in aceord-
ance with basic Government procurement practices. Personnel management
wonld continue under civil service laws and regulations. The Corporation’s
affairs would remain subject to audit by the General Accounting Office and a
report thereon to Congress.

Finally, incorporation would not adversely affect the interests of the users of
the airport. Both the airport management and the airlines would have for the
first time a clear legislative standard for development of rates and charges.
The books of the Corporation would accurately reflect its finaneial condition :
its budget would accurately reflect the consequences of its improvement pro-
grams. In this environment, all parties in interest could establish their rela-
tionships more intelligently and equitably.

This is my ease in behalf of the corporation bill.

Turning now to H.R. 2081, H.R. 3328, and H.R. 3406, identical bills creating a
Washington Airports Board, I must first state that the Bureau of the Budget
has advised me that enactment of these measures would be inconsistent with the
objectives of this administration. I would like to review some of the factors
which lead to this position on the part of the administration.

The most immediate consequence of this bill is the creation of still another
independent agency of Government ; and it seems to us that another independent
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agency in the aviation business would be the last thing the Government should
want. Viewed in any manner, the structure of a new agency saddles the air-
ports with a much higher administrative overhead, including for the salary of
Board members alone, $100,500 per year. Inevitably following would be the crea-
tion of small staffs here and there to provide clerical services or technical
expertness now available in the Federal Aviation Agency.

More importantly, the ereation of a new agency would further complicate the
job of the Congress and the President in assuring efficient and effective man-
agement of the airports. Normally, Congress turns to the board- or commission-
type organization only when it is vesting quasi-judicial or regulatory functions
in an agency. In this case, when the sole mission of the agency would be to
operate a Government enterprise, the case for a single executive is especially
strong. The concept of a single executive is universally favored where quick and
decisive action is essential to success.

While creating another agency with the inherent deficiencies of board manage-
ment, H.R. 2081 provides for none of the managerial and operational needs which
justify incorporation. The Board would come into existence with a legislative
charter offering nothing more than the existing and clearly inadequate manage-
ment tools.

I would in closing like to mention the conflict of interest alleged to exist in
the roles of the Administrator. Being charged with regulating air commerce, to
promote its development, and insure its safety, it is a rgued that he cannot at the
same time impartially operate Federal airports in competition with other air-
ports in the same area. I do not believe such a conflict exists either in theory
or in practice. What can the Administrator, as operator of the two Washington
airports, in theory do to divert operations from Friendship to Dulles? He cannot
prevent aircraft from landing at Friendship. He cannot exercise the powers
of the Civil Aeronautics Board and declare Dulles the airport to provide service
to Baltimore. He eannot revoke air carriers operating certificates for failure
to use Dulles, Properly exercising his duties, he can do nothing in an official
capacity to coerce the transfer of operations from one airport to another. HEven
were we to assume an improper exercise of authority, I can think of no way in
which this resnlt could be achieved.

Are there any practical means by which the Administrator could nse his posi-
tion to prejudice Friendship? The only conceivable one that occurs to me is
through his administration of the Federal Airport Act. To set at rest any fears
on this score, I think we need only look at the record. Since 1948, Friendship
has received 16 Federal airport grants totaling $4,872.052. Eleven of those
orants, totaling $2,674.212, were received since 1950 when the gsecond airport
was authorized. Since construction was started at Dulles in 1958, Friendship
has received five of those grants totaling $1,782,957. Since Dulles opened last
November, we have tentatively allocated $365,500 to Friendship and a grant of
the money awaits only receipt of the project application. A comparison of
Friendship with other airports of similar traffic volume, and serving cities of
comparable size will reveal that it is also comparable in its receipt of Federal
funds.

If there is a conflict of interest confronting the Administrator which wonld
lead him to thwart the development of Friendship, it would not appear to mani-
fest itself in the Federal aid-to-airport progranm.

As one interested in fostering all sound airport development I would much
prefer an arrangement under which Washington’s two airports would be oper-
ated by an agency having a total concern for the fostering of civil aeronautics
throughont our Nation than by a Washington Airports Board whose sole con-
cern was to maximize the use and revenues of the airports which it operated. I
would suggest that the true interests of the Administrator of the Federal Aviation
Ageney augurs well for Friendship Airport. I further suggest thatan independent
‘hoard might be likely to engender destruetive rivalry with Friendship.

The basic and enduring responsibility of the Administrator is to foster civil
aeronautes by assuring safety and efficiency in aviation. He is to do this through
certificating airmen and aireraft, regulating the operation of aireraft, establish-
ing an air traffic system, allocating the use of the airspoce, and developing a na-
tional system of airports. Viewed in this perspective, the operation of the
Washington National and Dulles International Airports is a secondary part of
his job. Unlike an airports board, when he asks what is good for these two air-
ports, he must necessarily consider what is good for Friendship Airport, other
airports, and civil aviation in general. I submit that it is in the interest of the
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Congress, the President, Washington, Baltimore, and all aviation interests that
this kind of “conflict of interest” continue.

Dulles International Airport is a reality. While some might argue that it was
not needed at this instant in time, there can be no doubt as to its nltimate need
or the fact that it is now in operation, Although I appreciate the concern of
those who believe that Dulles will detract from the use of Friendship, T am
convinced that this is a short-term problem. In the long run, aviation service
in the Washington-Baltimore area will require the three airports. I would urge
the committee not to allow the present understandable anxieties of our Mary-
land citizens to defeat a sound management arrangement for the Washington
airports. The corporation is required for valid operational reasons having
no effect whatsoever upon Friendship International Airport. If Dulles Inter-
national Airport poses a threat to Friendship, the enactment of H.R. 2081 would
not lessen that threat. Conversely, incorporation of the airports would not
intensify it.

I earnestly urge the committee’s favorable consideration of H.R. 826.

Mr. Frieper, My, Halaby, I just want to make this clear. I hold
you in the highest esteem, In everything I have said, there is nothing

rsonal. I understand your anxiety to make Dulles pay. And that
1s where we differ.

You had this white elephant dumped on your lap, you had nothing
to do with it. And you want to make it pay. And you refer to it
over and over again that the corporation would look at the profit
and loss.

Mr. Harapy. Yes.

Mr. Frieper. Because the Congress was misinformed about when it
would need three airports, why do you try to make a profit at the
expense of Friendship? That is the point I am trying to get over.

Another thing is that you make a statement December 4, 1062:

We don't in the FAA run but two airports in the United States, and those are
Washington National and Dulles International. And we are not too eager
to run those two in case anyone has any doubts about that I can reassure him
at that peint.

This is your statement on December 4.

Would you object if a corporation was set up separate from the
F.‘Z\;\ ?

Mr. Harasy. We are proposing that we separate it from the Fed-
eral Aviation Administrator as much as we can, while holding to
Government economy of its resources. Now, if I can go back 1
second—I got quite a bit of eriticism from our distinguished State
of Alaska, when I said we were only operating 2 airports, when
in fact we are operating about 16 up there. And I did misspeak
forthe record. We do operate other airports.

I had not spoken for all 50 States as I should have.

Secondly, I believe the Appropriations Committee, as well as this
committee, would hold me responsible for reducing the drain on the
taxpayer through the operation of these two Federal airports. And
they would judge me, and I would judge my staff, in terms of how
well we reduced the drain on the Federal taxpayer for the benefit
of the airlines and the air travelers.

Air travelers are only about one-tenth of our population. And
therefore I believe you are holding me responsible to operate in the
black. T don’t think you want me to make a profit. But I do think
you want me, as administrator of these two airports, to at least reduce
the drain to the bare minimum on the Federal taxpayer.

Now, I am doing the best T can. In getting the landing fees that
will get Dulles into the black within 30 years, which is the mandate
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from the Appropriations Committee, I have had to charge twice as
much for landing fees as Baltimore. That is not unfair competition.
It would seem to me that that would be about the fairest break that
they could get. They can offer to carriers for half the price the
same landing on the same kind of concrete.

And even when they charge that high rate, Mr. Chairman, it will
be many, many years before we recover both our costs and interest
and depreciation. And it will be at least 15 years before we can
oet into the black, and at least 25 to 30 years before we can recover
this huge investment.

So unless you want me to operate a losing proposition deliberately,
as a kind of hidden subsidy to the carriers, and to the air travelers,
T have to put it on a profit and loss basis.

Mr. Frieper. Mr. Hemphill.

Mr. Hemprir, Thank you, Mr. Chairman.

I want to say to you I think you have made a wonderful statement.
I salute the fact that yon met the problem head on. I don’t know
whether it has much application to what we are trying to do here.
I want to say as a Member of Congress I have admirec the manner
in which you have administered your duties. I think you have helped
aviation. And I want to salute what you have done for general avia-
tion, because you certainly brought it out into focus where it should
have been for some years.

I am mighty happy, because I have had an interest in that
personally.

Mr. Hatagy. I thank you, because I know you were an Air Corps
bomber pilot in World War 11, I know you st ill fly in general aviation.
And your saying that is of particular satisfaction to us in the Agency.

I also understand congratulations are in order, that you are now—
yon have been promoted to colonel in the Air Force. Since I am
a lientenant in the Navy, I would like to respond with a compliment.

Mr. Hesermr. Thank you. I might ask you something. If we
are going to sell this legislation to the House eventually, I think there
are certain things in its favor more than others.

As I understand it, you propose to set up a separate corporation,
and the governing body of that corporation directly will be a five-man
advisory board, terms of 5 years each, staggered. Is that right, sir.

Mr. Harasy. The use of the word “governing” I guess I would have
to clarify. It is much more of an advisory than a governing board.

T wouldn’t want the committee to be under any illusions about this.
It is contemplated that five citizens representing the traveler and the
taxpayer—not Washington or Baltimore, or the air carriers, or the
pilots, or any special group—who are there as watchdogs, would be
much more like an advisory board than a board of directors of a
corporation, sir.

Mr. Heayern, And the reason that you would have it under direc-
tion, I believe the bill says—subject to the direction of the Adminis-
trator, because of the very heavy investment of the Federal
Government ?

Mr. Harapy. Yes sir—and because you have here in Washington
some 3,500 FAA employees who are expert, trained, knowledgeable,
about all aspects of airports and their operations.

The lawyers, the doctors, all of the supporting people are right
here, already in place, in the Federal Aviation Agency. They pre-
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sumably would be duplicated to some extent if you set up a completely
independent organization.

Mr. Hespnicn. Now, on pages 2 and 3, items 1 and 2, the reasoning
that you set forth so spvciﬁcaﬁy in your statement—as I understand
it, you have set up a budget of receipts and expenditures, you would
have some cost ascertainment which you do not now have?

Mr. Harany. We attempt, under present legislation, to go as far
in that direction as we can.

We are not required to, nor is it formally accepted by the Congress,
or anyone else.

As you, I am sure, realize there are many Government corporations
now in existence. From many, many years past, they have been set
up under specific authority of the Government Corporation Control
Act.

Some of those active Government Corporations are Commodity
Credit, Development Loan Fund, Export-Import Bank, Federal Crop
Insurance, Federal Housing Administration, Federal National
Mortgage Association, and a host of others. And they are set up
where the nature of the Government business is operational—business-
type operation. And these are all well established, well presented
before the various committees of Congress. And the requirements
of the act which we would have imposed upon those running the
airport include a corporation-type hutﬁg@t, and a profit-and-loss type
of statement.

Mr. Hempainn, Thank you.

Now, in item 3 of the reasons, you say permit responses to change.
As I understand it your objective there is to set up this manager as a
person who can make an immediate decision.

Mr. Havapy. Yes, sir. And he also can take some of the revenues
and make a repair or a change in his operation that will add to the
revenues. _-\nr{ he is not completely tied down by the appropriation
of the previous year which had been developed as much as 18 months
before the need arose. So he has more flexibility in meeting the
demands of the public at that airport.

Mr. Hempain. And the Federal Aviation Administrator would
still have the responsibility of setting forth policy in keeping with
the statutes that Congress passed.

Mr. Harary. The Congress would state very broad policy, and
within that the Administrator would have to oversee the statutory
General Manager. But he would, under the law, delegate to the statu-
tory officer the maximum amount of authority available, and then
would hold him accountable for both revenues and costs and opera-
tions.

Mr. Hesprir. Thank you.

Now, jumping to 13, on page 4—I am not going to ask you in general
for an answer, but T would like to express to you my hope that when
you, use the term there “under conditions which safeguard the inter-
ests of northern Virginia communities,” that we would also keep in
mind the purpose of getting to and from the airport, which I think is
a major obstruction in the use of either Friendship or Dulles from
Washington. T don’t know how long it is going to continue to be an
obstruction. Certainly I intend to back whatever position is taken
on the access roads by the administration.

Mr. Harasy, We are very appreciative of this point, because you
are stating the intent of Congress as we have read it.
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We have been before the Appropriations Committee many, many
years now, my predecessor and I, and have explained very carefully
this was a national kind of air road that was not a regular highway,
it was not a commuter highway—it was a national road into the sky.
And I take it from what that committee has told me, and I believe it
reflects the Congress intention—because there has been no oxcc',{)t,i(_m
to it on the floor when the appropriations bill, together with the legis-
lative history, had come up—I take it to mean they meant it when they
appropriated $19 million for a special single-purpose access road to
the airport.

Mr. Frieper, Isthat in addition to the $106 million ¢

Mr. Havragy. That is part of the $106 million, sir.

But let me give you a specific problem we had.

1f the Congress meant it, and told me what to do, then I have the
problem of enforcing this.” And at the moment, people are coming
off the roads that were there before the airport came in—and of course
they have underpasses or overpasses—they are coming off the roads,
on to the access way, and then at the first moment that no one is look-
ing, they make a 180 across the grass divider, and then commute into
Washington.

Now, you made the point that once people start this habit. of using
this highway, there will be no way that Congress or I or anyone else
could break these pathways and these habitual ways of commuting.

Now, should I just let them do that? Should I just go ahead and
replant the grass, and smooth over the ruts they (%i;_!’f Or should I
put up a chain fence there ?

T take it the will of Congress was that this not be used for commut-
ing, that there not be a violation of the design of the highway, and
as a result we have put up chain fences.

I take it if this is violated and there is a trespass, that the Congress
wishes that we enforce the regulations for the use of that highway.
This will be very hard to do and it is very difficult for the commuters
there. It iseven worse for the developers who want to build all along
that highway and treble the value of their properties by having rapid
access to the eity. I recognize that retaining a limited access highway
is onerous and unpleasant and unpopular. But I understand that to
be the will of Congress and, until I am told otherwise, that is the way
we will do it.

Mr. Hesrpainn. 1 certainly agree with you.

I have one more question, sir.

I was happy to hear you say that something is needed, and that this
legislation is the evidence of your ambition to conduct the operation in
a businesslike manner.

Now, would there be some—I am sure there would be a report to the
Appropriations Committee, if not directly upon request, at the time
yon came up any given year for appropriations in connection with
your Agency.

But would there be any sort of report itself through your Agency
or otherwise made to, say, this committee as to the profit and loss
through the years. Would you anticipate that ?

Mr. Havaey. We would be glad to do that—either have it written
into the act, or by agreement. of the Agency.

T believe there will be members of the Appropriations Committee
who will have opposition to this bill on the ground that they feel that
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any Government corporation reduces the specific detailed appropria-
tions control they have over the funds.

For example, they would feel that if the revenues went back to
cover the costs, it would permit too much flexibility., They would also
feel that if we could move funds from one airport to the other, it would
permit; too much flexibility, and that there should be an annual pin-
point control.

But they have not felt that way about 14 corporations actively
doing business, many of them at breakeven or a profit for the people’s
business.

And so we would anticipate going before the Appropriations Com-
mittee, as we do now, presenting all of the facts and being subject to
all the limitations in the appropriations bill. But having the au-
thority, within whatever limitations they prescribe, we would treat
this like a business rather than a bureaucracy.

Mr. Hexenmin, I think the answer to that would be that none of
us see any objection to running it in a businesslike manner or making
a profit.

Thank you, Mr. Chairman.

Mr. Friepen. Mr. Devine.

Mr. Devine. Mr. Halaby, I would agree with the gentleman from
South Carolina.

Do you feel, however, Mr. Halaby, that in absence of the passage
of any of this legislation youn could not operate in a businesslike man-
ner out there?

Mr. Havasy. No, I don’t, Mr. Devine. As I said at the outset, we
can operate it the way it now is set up. We can operate it under this
proposed administration corporation bill. It could be operated under
a Washington Airports Board.

Mr. Devine. You can live without this legislation.

Mr. Havrasy. Any one of the three ways or variations of it will work.
I am just saying that based upon the Hoover Commission, President
Eisenhower’s proposal, the Bureau of the Budget, this administration,
and my 2 years of experience, that the best of the various ways to do
it is to set, it up as a separate Government. corporation, as independent
of me as it is possible, to continue using all the resources that you
make available to the FA A each year.,

Mr. Devine. Are you saying in your statement here that neither
under the 1940 act nor the act of 1950 can you conduct a business-type
operation through these airports?

Mr. Havaey. No sir; I don’t believe I said that. T said I feel we
believe we can do a more businesslike job if you provide this new
legislation,

Mr. Devixe. Specifically you say there are no standards for setting
rates or no guide to sound business practice.

Mr. Havaey. That is right. It 1s just as though there were another
non-business-type area of the Government. And in the absence of
congressional policy, we have had to develop our own. And I will
be glad to put in the record what we call the National Capital air-
ports business policy. I think it would be agreeable to you. But I
think that this i1s big business. This is some $140 million worth of the
people’s money we are fooling with here. And I think the Congress
should state the policy, rather than have me state the policy.
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Mr. Devine. I notice in your fourth annual report that came out
just a few days ago, on page 57, you made this statement, which would
indicate that you are operating on sound business basis:

The airport has prodnced for the 1.8, Treasury revenues greafer than the
funds Congress appropriated for its operation and maintenance. To avoid defi-
¢it financing in the future, FAA found it necessary in the past year to establish
higher landing fees and terminal rental rates. It is anticipated the new rates
will provide revenues somewhat in excess of operating expenses and appropriate
depreciation interest cost.

So you apparently have been following sound business practices.
And it would appear from this statement in your report that you are
operating at a profit.

Mr. Harasy. We are barely in the black at Washington National,
which is, I think, about as it should be, if it were operated all alone.
We are deeply in the red at Dulles, and we will be for many, many
years.

Mr. Devine. Yes. You have only been in operation out there less
than 4 months.

Mr. Havapy. Yes, sir.  But a well-planned profit-and-loss kind of
operation I suppose should start in the black as soon as possible. Be-
cause of the heavy investment there, we won’t be able to recover costs,
interest, and depreciation for 15 or 20 years. And so that airport
will operate at a deficit, a planned deficit, if you will, planned long
ago when it was first designed by the previous administ ration. And
that is what we have to face.

Mr. FrieoeL. Will the gentleman yield ?

I am afraid it wasn’t planned that way long ago, because they
never dreamed the cost of building the Dulles Airport would be over
€100 million—never mentioned at any time over $40 million. And it
is way over $106 million now. So they couldn’t have planned it long
ago.

g]\l'_r. Devine. Getting back to the necessity for this legislation, would
it be an aceurate statement of your position, Mr. Halaby, that you
plan to get into the black as quickly as possible. You feel with the
enactment of this legislation you can get there more rapidly than
without it.

Mr. Havaey. I think, Mr. Devine, that this legislation would help us
husband the money appropriated by Congress. It would enable us
to do a better job. :

1 think it is going to be a long time before any administrator of the
FAA or any chairman of any Washington Airports Board would
come to you and say both of these airports, operating as a business, are
in the black. And we have testified to that 3 years now.

Just to give you an example, we think for the next 5 years that the
deficit at Dulles International Airport—and I will put this in the
record, if I may—will be very, very substantial. In essence, the pub-
lic and the air carriers are getting all of that airport at the expense
of the national taxpayers.

Mr. Devine. You don’t anticipate an interchange of funds between
Washington National and Dulles, do you, if these two corporations
are set up.

Mr. Havuapy, Oh, yes. The provision of the corporation bill oper-
ates the two airports as one corporation.
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Now, the way we account for them is another matter. There will
be separate statements. We can give you the separate financial state-
ments, if you wish.

Mr. Devixe. Do you expect in the operation of the two in the event
it is successful, that any profit of Washington National will be trans-
ferred to offset the deficit at Dulles? One may help carry the other?

Mr. Havapy. Well, I submit, Mr. Devine, that the amount of profit
we can make at Washington National is so small in relation to the
deficit that any offset for Dulles would be almost de minimis,

Mr. Devixe. For example, could you anticipate pumping up your
landing fees further and your hanger rental fees further to help off-
set the losses at Dulles?

Mr. Havasy. No. The problem there is that one carrier using
Washington National, but not using Dulles, must not, on a fair and
business basis, carry all of the load of both.

In reading the act in section 5(c¢), it specifically states:

In the determination of such rates and charges, each airport under the juris-
diction of the corporation shall be considered as a separate entity, and the
Corporation shall give due consideration to the costs of operation of and the
amount of capital investment in the airport concerned including interest and
depreciation.

A carrier who uses only Washington National would be charged
rates and charges in relation to Washington National. And if he
did not use Dulles, he would of course not be charged in relation to
the deficit at Dulles. §

So the total operation would be combined, and funds could be used
flexibly. But in charging the user, he is charged in relation to the
airport he is using, not to the total of both airports.

Mr. Devine. 1 can anticipate a number of problems that would
arise.

Mr. Frieper. T wish to make one brief announcement and I want
to ask one question.

We will resume hearings at 1:30 in room 1304, the Public Works
Committee room on this floor. And we will only be able to be there
until 3:15. We have quite a few people to hear from. We are go-
ing to try to finish this up today. So I will ask all to be brief.

The one question I want to ask you is this, Mr. Halaby.

In your statement, you gave an example.

We have had situations arise where the installation of parking meters costing
approximately 8$7,000 would give us a potential annual revenue of $£100,000.
This revenue was lost.

Now, in all my dealing with the city government—I don’t know how
many different parking meter companies there are—but there hasn’t
been one that wouldn’t put them in without any cost and take their
money out of the revenue. :

Mr. Harapy. You mean you would give a concession to a parking
meter company. '

Mr. Freper. You would own the meters outright. But you
wouldn’t get one penny of revenue until they are paid off. Then they
are yours. That has been done in every city that I know of. So
somebody slipped up there. .

Mr. Harapy. We have a legal problem with doing that at Washing-
ton National. Tt is a rather detailed one. If I may, I will submit a
paragraph for the record. :
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Mr. Frieper. I would like to have it.

Mr. Jarman.

Mr. JaraaN. Mr. Halaby, I want to congratulate you on an excel-
lent. statement. I would have just one question to ask at this point in
the hearing.

You mention in your statement that the proposed Washington Air-
ports Board would necessitate a higher administrative overhead than
the approach recommended by you, that is, the corporation. You
mention specifically, as an example, the salary of board members
amounting to $100,500 per year.

Could you give the committee any kind of a comparative statement
of what the difference in administrative costs would be between the
two approaches that are recommended in the various bills? Any ad-
ditional information on that point would be, I think, helpful to all
of us here.

Mr. Harasy. We will try to put something together on that, Mr.
Jarman. The difficulty is that it is very hard to predict the care and
feeding of Presidential appointees. As you know, if there were five
men here appointed at some future date, they would then take control
of the two airports. If we said that each one of them would have his
own stafl, as some commissions and boards do, that would add so
much salary to the $100,500.

If we said they traveled a lot, all over the world, to see other air-
lll(l]'l s, and how they were being operated, that would add to the travel
rlltl,(_"vt.

If they had a unique desire to have a very large legal staff, then
that would. And it is awfully hard to predict what five men on a
hoard or commission would decide were necessary expenditures.

We will attempt to put that together within some framework and
present it for the record.

We know that the $100,500 is a clear additional amount. And I
think C. Northeote Parkinson may be a good source on this as to what
happens when a commission is set up to replace a line operation.

But we will do the best we can.

Mr. Jarmax. Can you anticipate what additional costs there will
be for your Agency under the corporation approach?

Mr. Havrasy. We will give you an estimate of how much less it
will cost ; yes, sir.

Mr. Jarmax. Well, any information along that line would be
helpful.

Mr. Harany. All right, sir.

Mr. Frieper. I have a statement here from Dr. Garmatz and I would
like to have that inserted at this point in the record.

(The document referred to fn]‘mvs:)

STATEMENT oF HoxN. Epwarp A. GARMATZ, A REPRESENTATIVE IN CONGRESS
FroM THE STATE OF MARYLAND

Mr. Chairman and members of the Subcommittee on Transportation and Aero-
nauties, two of my committees are meeting this morning, making it impossible
for me to testify personally. Therefore I wish to submit this statement in sup-
port of the bills before your committee to transfer the responsibility for the op-
eration of Washington and Dulles Airports from the Administrator of the Fed-
eral Aviation Ageney to a Washington Airports Board.

When similar legislation was before your committee last year, I stated that
T did not believe it would be possible for the Federal Aviation Agenecy to per-
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form its official duties, and operate as owners of National and Dulles Airport,
in an impartial manner. At that time I mentioned that pressure was being
brought to bear on the airlines to divert their jet trafic from Friendship to
Dulles. Figures made available since Dulles has been in operation have made
it clear that that pressure has borne results,

The airlines should be able to choose the airports they will use, based on the
needs of the area for the service, the economy of airline and airport operations
and the safety aspects.

The fact that passenger arrivals and departures at Friendship Airport in
1961 increased 52 percent over 1960, and more than doubled the total in 1959,
is a clear indication that the business is available at the Baltimore Airport, if
the lines will furnish the service.

Since the beginning of operations at Friendship Airport, a capital improve-
ment program has been maintained by the Baltimore City Airport Board, and
improvements are constantly being made to meet the expanding needs of the
service, and to provide every possible safety feature for the present and fore-
seeable future, and it is second to no airport in the conutry in this regard.

Because of the unusual and costly features included in the construction at
Dulles and amortization of the debt within 25 years as required under the con-
gressional authorization, the cost of the fees to airlines is necessarily greater.
With the airlines already burdened by heavy operating expenses, it is difficult to
see how they ean economically shift from Friendship to Dulles, and I do not be-
lieve, that given a choice, without pressure from Federal agencies, they would
voluntarily do so.

In its first 3 months of operation, Dulles had received 40 percent of jet flights
which had been using Friendship. The total transfer of flights to Dulles—jet
and nonjet—for that period is 16 percent. At the beginning of this month the
British Overseas Airways Corp. shifted their entire operation to Dulles, giving
as their reason, the fact that the FAA had pointed out clearly and emphatically
that Dulles will be the official jet airport for the National Capital. This isn't
even “subtle” pressure.

No Federal agency should be in a position to coerce airlines to nse one airport
in preference to another. Therefore, T believe that the two airports serving the
Washington and northern Virginia areas should be operated by an independent
board, not a Federal regulatory agency, and I urge favorable action on the bills
now under consideration, for that purpose.

Mr. Friepen. We will recess until 1 :30.

Mr. Havapy. May I have my associates return, Mr. Chairman?

Mr. Friever. We would like to have you here in case something
turns up.

Mr. Havapy. All right,sir. Thank you. :

(The following supplemental statement was received from Mr.

Halaby :)

SUPPLEMENTAL STATEMENT BY HoN. N. E. HAvnAry, ADMINISTRATOR, FEDERAL
AVIATION AGENCY

Mr. Chairman and members of the subcommittee, I appreciate this opportunity
to comment on the views expressed by the Comptroller General on H.R. 826, a
bill to create a National Capital Airports Corporation.

The Comptroller General’s analysis of this bill as set forth in his letter to the
committee of April 24, 1963, and earlier communications relating to the incor-
poration of the National Capital airports, applies the standard of congressional
control and finds that a corporation wonld lessen that control without offering
compensating advantages. [ respectfully suggest that the standard invoked
misses the mark and tends to obscure the real issue. As I stated in testimony
before this committee on March 19, the paramount issue before us is this: How
can the Federal Government best manage and operate the twe multi-million-
dollar airports which serve onr Nation’s Capital ?

When the Hoover Commission recommended some 14 years ago that the Wash-
ington National Airport be incorporated, they were not searching for a way to
lessen congressional control over that airport’s operations. They were simply
urging recognition of the fact that the Federal Government was there engaged in
the conduct of a very substantial business activity—one which could be more
efficiently conducted under a corporate form of management. 1 think it is
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equally safe to say that a reduction in congressional control was not the objective
of the Eisenhower admicistration in its support of incorporation. Certainly, it
is not the objective of this administration, which urged in the President’s budget
message the establishment of a Federal corporation to provide consolidated and
business-type management of the Washington National and Dulles International
Airports.

To speak of “lessening congressional control” suggests that the “real” interest
of the Congress and the “real” interest of the executive branch in these two
airports is somehow different. I reject this implication. As a member of the
executive branch, I am only interested in carrying out to the best of my ability
my responsibility for assuring that these airports are operated efficiently and
effectively, and on a self-sustaining basis. This is, of course, Congress man-
date to me. In this bill, therefore, we are not concerned with lessening con-
gresgional control. We are concerned with perfeeting the mechanism through
which that centrol is to be exercised and, at the same fime, improving the
management of two large airports,

In the bill now before this committee, there are many controls being proposed
which are not now in the statutes, particularly those relating to rates and
charges and computation of capital investment and interest payments. Others
are proposed which would be in lieu of existing statutory limitations. Specifi-
cally, 1 refer to such provisions as those dealing with property acquisition and
disposition, expenditure of funds, ete. The fact is that throngh the Government
Corporation Control Act, in the bill now before the committee, and in the annual
review by the Appropriations Committees, the Congress can establish any con-
trols deemed necessary. Further, the Congress can periodically review the Cor-
poration’s performance with respect to all statutory standards imposed.,

One final point I wonld make with respect to congressional control is this:
tInder a corporate form of budget presentation, the Congress will have available
for use in its deliberations a more revealing picture of the financial status of
the airports and the fiscal implications of its operating policies and practices.
This knowledge, it seems to me, offers far greater assurance of effective con-
gressional control.

1 would now like to pass on to the more specific comments contained in the
Comptroller General's letter :

1. Budget and accounting methods.—As to this, the Comptroller General
stated that: “The elaim that a corporation, or for that matter any change in
financing methods, is necessary to achieve improved budgeting, accounting, and
reporting is not consistent with the current concepts which underlie continning
efforts to bLring about improvements in financial management in the Federal
Government.” In expanding on this statement, he argues that eurrent account-
ing systems improvements in the Federal Government permit the design of
budgeting, acconnting, and fiscal reporting to suit the individual and particu-
lar needs of any activity under any methed of finaneing.

The GAO comment apparently interprets the FAA position to be that in-
corporation is the only way to achieve improvements in budgeting, accounting
and fiscal reporting. This is not the case. Qertainly, improvements can be
attained under the present form of organization, and the Agency has a program
of continuously adopting such improvements as they are developed. The posi-
tion we take is simply that it would be easier for the Agency. the President, and
the Congress to review and evaluate the effectiveness of airport operations and
mamagement under a corporate form. When a business-type activity is presented
mnder the appropriation system, the following difficulties arise:

First, under an appropriation system the necessity to convert from costs to
appropriation requirements is often confusing because it requires conversion of
the business-type statement fo an obligational anthority statement. The re-
snult is a mixture which is not easily defined and often misunderstood. Secondly,
suminary presentations in both the President’s budget and Agency justifications
do not equate receipts and appropriation needs and such a relationship is often
overlooked.

With a clearer presentation of revenues and expenses, both the Congress and
the administration can dispel the confusion which leads to the charge that the
Government is spending over £12 million anually on these airports. " This con-
fusion results from the failure of the ordinary budget to show the net outlay
after very substantial offsetting revenues have been received.

2. Fiscal flewibility—As to this, the Comptroller General agrees that the
Agencey may need fiscal flexibility greater than that now possible in the normal
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budget process. He believes this could be provided, however, by a permanently
available emergency fund and improved planning.

The Agency remains convinced that the normal appropriation process or even
the supplemental appropriation process inhibits timely response to require-
ments for improved or expanded service. Such demands as extra flight sched-
ules, introduction of larger aircraft, or even changes in maintenance techniques
may require additional expenses by the airport on short notice. With all fees
going to the Treasury, even increases in power consumption may place a burden
on airport funds that cannot be met without the elimination of ot her programed
items. There are many instances where minor construction items for the safety
or convenience of the traveling public were delayed for many months until the
appropriation process took its course. A fixed emergency appropriation would
cerfainly lend more fiscal flexibility than we now have. Standing alone, how-
ever, it falls far short of meeting all management requirements. We have always
conceded that many separate legislative steps could be taken to remove most
of the impediments to the operation of these airports on a business-type basis.
Once this were done, however, we would have something closely akin to this bill
in everything but name.

3. Fleaibility in business negotiations.—GAO sees no merit in the Agency's
contention that a corporation would be able to conduct business negotiations with
other commercial entities on a more satisfactory basis than is presently possible,
This contention is based principally on the point that a corporation would be able
to increase services immediately in ant icipation of increased income. This is not
now possible with all revennes being deposited in the Treasury. They point ont
that many unincorporated Federal agencies now deal with private organizations
and are not hampered in such dealings by lack of corporate status.

We believe that the GAO comments miss the main point we were attempting
to make. Certainly, if the fees charged by the airports were for unchanging
facilities or services, suflicient authority does exist to keep fees in line with costs,
Our position is based in the simple premse that if income were available to ex-
pand service, the Corporation would be in a much better position to react to
changes in customer requirements for additional space, additional power, or
other improvements. Under the existing svstem where the necessary costs in-
volved in major renovation of space or addition of expanded facilities must come
from appropriated funds, there is no guarantee that the Agency can be responsive
to customer demands on a timely basis. This has often led to loss of revenue
by both airport users and the Federal Government and thus to unsatisfactory
business relationships. The thrust of the Agency’s argument is that the addi-
tional flexibility inherent in a corporation would improve our responsiveness to
customer demands, which are not keyved to a budget cycle, and increase onr rev-
enues by gearing our services to customer needs at the time those needs arise.

4. Purpose of Government Corporation Control Act.—The GAO takes the posi-
tion that the Government Corporation Control Act was meant o restrict previously
incorporated activities rather than to facilitate the creation of new corporations.
Further, the GAO states that only a few new corporations have been chartered
since the enactment of the Government Corporation Control Act and that a
number of activities having characteristics similar to existing corporations are
now operating as conventional organizations financed by regular appropration
and budgetary processes.

Certainly it is true that one purpose of the act was to bring then existing cor-
porations under an orderly statutory umbrella. This is not fo say it was intended
to prohibit creation of any new corporations. We believe that the act clearly
recognizes the advantages of the corporate organization in earryving out certain
Federal activities. The proof of this. of conrse. is the fact that Congress has
created and rechartered many corporations since enactment of the Government
Corporation Control Act.

3. The Comptroller General's comments on specific provisions of H.R. 826 —
In his letter, the Comptroller General questions several specific provisions in
H.R. 826 and I would like to comment briefly on these:

Section 5(a) and (b) : The Comptroller General suggests a possible conflict
in requiring the establishment of rates “on a self-sustaining basis” in section
H(a), and requiring in section 5 b) that such rates be consistent with rates at
comparable airports. The reason given is that Dulles cannot operate on a self-
sustaining basis, initially at least, if its rates are ecomparable,

We do not believe that there is a necessary conflict in these two sections. So
far as we know rates at all airports are intended to be on a self-sustaining
basis. However, the reference to the case of Dulles International Airport indi-
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cates the Comptroller General’'s apparent understanding that the airport is to
be self-sustaining immediately. We have consistently informed the Congress
that the self-sustaining principle was valid only over a long period of time and
that there would be deficit operations at Dulles during its early years of operation.
As you know the standard of comparability was one adopted by this committee,
We believe it is workable.

Section 6(5) (A) and (B): In addition to the restrictions on capital projects
in section 11, the Comptroller believes Congress should specifically approve items
of this nature in the annual Appropriation Act,

We do not believe that the Comptroller has properly interpreted the provisions
of seetion 11. We construe the section as giving the Congress full control over
capital projects or new types of activities. Full and complete disclosure in the
budget submission is required for all capital expenditures or new programs
in advance of beginning such projects. Certainly, if the Congress did not
approve of any project listed in the annual budget, limitations wonld be written
into the Appropriation Aet.

Section 5(6) (D) : The Comptroller General believes that this section would
give concessionaires and tenants a vested and continuing interest in the improve-
ments made by them to Government-owned property which would necessitate
subseqent expenditures by the Government fo remove such vested interests; and

t substantial changes to be made to Government-owned property without
specific approval by the Congress, thereby reducing congressional control.

The primary purpose of this provision is to substantially increase revenues to
the Government by attracting private capital for such items as hotels, hangars,
and similar business operations. Otherwise, all capital ventures would have
to be initinlly financed by appropriations and then operated by concessionaires,
We believe that this would inhibit a desirable growth of indust rial and business
investment at the airport and unnecessarily increase the need for appropria-
tions. Prudent management requires. of course, that all such contractual
arrangements contain features to protect the Government’s interests and prevent
the cirenmstances envisaged by the Comptroller. It is of interest to note that
the Department of Interior recently obtained legislation similar to this section
applicable to concessionaires in national parks. As you know, we have recom-
mended separate legislation to accomplish this objective if the corporation bill
<hould fail to be enacted. The justifications for these bills (H.R. 3126 and 3127)
are set forth at length in the letters transmitting them to the Congress, Enact-
ment of ILR. 826 will eliminate the need to consider these hills.

Section 6(10) : The Comptroller General recommends deletion of the word
“specifically” from this seetion so that all laws applicable to Government cor-
porations would govern its obligations and expenditures.

Congress has included the word “specifically” in this context in previous
corporation legislation on several occasions. Its nse makes clear that many
general statutes applicable to Federal agencies will not apply to corporation
operations unless so indicated by the Congress. We would foresee a great deal
of difficulty and confusion in determining applieable law if the word were de-
leted. Many statutes by their terms could be construed to be applicable to
corporations. Because of special provisions in the enabling legislation of a
corporation, there is at least an implied exception to many otherwise applicable
statutes. For this reason, where Congress has wanted particular laws to apply
to corporations which, absent specific language, might not apply, they have made
the laws specifically applicable. Examples of this are the Federal Corrupt
Practices Aet. the Government Losses in Shipment Act, the Walsh-Healey Act,
certain sections of the Administrative Expenses Aet, the Miller Act, the Federal
Property and Administrative Services Act, and many others.

Section 10(b) : The Comptroller General believes that the basis for the compu-
tation of interest to be paid into the Treasury as prescribed by this section
appears to be unduly complicated.

It is our understanding that this section of H.R. 826 would provide that inter-
est rates charged would be those current af the time investment is made in the
airport, thus adjusting to Treasury interest rate fluetnations for each inerement
of investment. This puts the Corporation in a fair competitive position with
locally owned airports which finance bonded indebtedness from time to time.
It is further our understanding that this language is satisfactory to the Treasury
Department.

Section 10(e) : The Comptroller General believes that this provision for
erediting to the appropriation account funds excess fo current needs would be
arbitrary because of the impossibility of determining whether excess funds were
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generated from appropriations or from receipts from operations. Also, that it
would tend to lessen congressional control due to the fact that such payments
would be available to the Corporation without going through the appropriation
process.

The Comptroller General has misconstrued the purpose of this section. It con-
tains standard language which permits the Corporation to return temporarily
excess funds to the Corporation’s appropriation aceount in the Treasury where
they are held for future use by the Corporation. This action reduces the Cor-
poration’s interest-bearing investment and reduces the Treasury's outstanding
funds. No purpose would be served by segregating the excess funds generated
from receipts from those derived from appropriations. The ability to draw on
this appropriation as required wonld preclude additional appropriations and
protect the financial integrity of the Corporation. In any event the Congress
would be provided with an annual review of balances and requirements for
such funds and wounld have the opportunity to take any appropriate action to
control their level.

Section 10(e) : The Comptroller General believes that the provision that ad-
vances from appropriations to cover actual losses of prior years shall not require
the payment of interest is inconsistent with the declared objective that the Cor-
poration should operate on a self-sustaining basis.

This subject is a matter for congressional policy. The section is intended to
prevent depletion of Corporation assets in the early years when deficit operations
are expected. Appropriations to cover such deficits wonld be made only in cases
when the cash position of the Corporation was in jeopardy.

Section 13 : The Comptroller General suggests that this section which provides
for the use of the Corporation’s airports by aireraft of the Department of Defense
without charge should be amended to anthorize the airports to assess charges in
those cases where substantial use is made of the airport facilities,

The Agency has no objection to section 13 as written in H.R. 826, nor would we
object to language identical to that in section 11(4) of the Federal Airport Act as
surgested in the GAO comments., TUnder section 13 as written there is diseretion
to limit military use and, under section 5(d) there is authority to charge for the
use of facilities on the airport. Therefore, in either event, we think the Corpora-
tion would have sufficient authority to cope with any problem arising from mili-
tary use.

Section 14 : The Comptroller General believes that this section, which provides
for the furnishing of space without charge to certain Government agencies, should
also be considered in relation to the operation of the Corporation’s airports on a
self-sustaining basis and that, consequently, charges should be authorized as they
are in Public Law 87-255, the 1961 act amending the Federal Airport Act.

We think the Comptroller has overlooked the provisions of section 5(d) of the
bill. This section authorizes the Corporation to charge Federal agencies for
space, facilities, and services provided on the basis of actual cost to the Cor-
poration. Section 5(d) excepts from charges those activities specified in sec-
tions 13 and 14, which are landing and takeoff of military aireraft. air traffic
control, weather reporting, and related communications activities. We believe
these provisions are consistent with the congressional policy expressed in Public
Law 87-255.

Section 17(a) : The Comptroller General notes that the Ageney presently does
not make payments in lieu of taxes on real property owned by the Government.

It is true that we do not presently make such payments,. We believe, however,
that restifution for loss of tax revenue in the case of the Dulles International
Alirport is equitable in view of the significant amounts of land condemned for air-
port construction.

General.—The Comptroller General notes that H.R. 826 does not contain
snuch a provision as was contained in H.R. 7309, to transfer to the Corporation
the unexpended balances of any appropriations made for the construction, opera-
fion, and maintenance of the airports to be transferred to the Corporation.

As the committee knows. this provision was ommitted from H.R. 826 on the
basis that it might give rise to a point of order since it dealt with appropriation
matters. We believe it is nnnecessary in any event since there is standing au-
thority in 31 U.8.C. 58%1c¢ anthorizing the President to transfer unexpended bal-
ances whenever functions for whieh the appropriations were made are transferred.

In closing, I would like to snummarize my position on the issues raised by the
Comptroller General. First of all, our only interest in creating a eorporation to
operate the two Washington airports is a managerial one. I am not one who
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believes that execnting the laws in the manner prescribed by the Congress is
an onerous burden from which relief must be sought. Therefore, what we are
seeking is not relief from statutory control but rather the ereation of a new
statntory framework more responsive to the operating needs of these airports.
Admittedly, this is & change in the form of congressional control. It does not
necessarily follow from this that congressional control will be lessened.
Secondly, T would again admit for the record that these airports can continue
to be operated under existing laws. I would also admit that the present operation
conld be improved with certain piecemeal amendments as proposed by the Comp-
troller General. Nonetheless, I remain convinced that a corporate organization
is essential if we want to create that environment which will permit the most
efficient and effective operation of these airports. This is the real question be-

fore the committee.
That the committee takes most seriously the management of the National

Capitol airports has been demonstrated by the eareful way in which it has con-
sidered each issue raised by the corporation bill. I hope that with the comple-
tion of these hearings the committee will be in a position to take favorable action
on H.R. 826 and that we can get on with the management task before us. IfI
can provide any further information to hasten this objective, I shall be happy to
do so.

(Whereupon, at 12:05 p.m. the committee recessed, to reconvene at

1:30 pm. the same day.)
AFTERNOON SESSION

Mr. Frieoer. The Subcommittee on Transportation and Aeronau-
tics of the Interstate and Foreign Commerce Commission will continue
the hearings on H.R. 826, 2081, 3328, and 3406.

Our first witness will be Leo Seybold, vice president, Federal af-
fairs, Air Transport Association.

Mr. Seybold, you may proceed.

STATEMENT OF LEO SEYBOLD, VICE PRESIDENT, AIR TRANSPORT
ASSOCIATION

Mr. Seyporp. Thank you, Mr, Chairman.

I am appearing on behalf of those of our member airlines who
operate into Washington National and Dulles International Airports.

Since we have previously testified extensively and commented in
writing on these bills before the subcommittee, we will not prolong
the hearings by a detailed discussion of the carriers’ views on the
bills,

However, some general comments about the issues and specific
discussions concerning certain important amendments seem in order.

Under H.R. 826, the National Capital Airports Corporation would
be established to take the place of the Bureau of National Capital
Airports in running Washington National Airport and Dulles Inter-
national Airport.

While the operation would presumably be carried on by essentially
the same personnel, the legal fiction of establishing a Government
corporation would permit direction of the airports with considerably
greater freedom from certain restraints of Congress and others.

Thus, it has been indicated in FAA testimony that the Federal
Aviation Agency, through the corporate form, could manage the
revenues and expenses from the airports more efficiently so as to re-
spond swiftly to changing circumstances and eliminate the inadequa-
cies which FAA feels have constituted serious hazards to safety and

98-155—63——75
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interfered with efficient operations caused by the normal budget
processes.

The hestitancy of the carriers with respect to the Corporation stems
in part from their uncertainty about the effect which the so-called
Corporation would have on the present somewhat anomalous situa-
tion with respect to these two airports.

On the nillw.l' hand. we have the Washington National Airport, an
established, high-traffic, efficient airport which has admittedly more
than paid its way for a good many years.

On the other hand, we have Dulles Airport a national asset and an
international showease, a high-cost, presently low traffic facility, a
1975 airport in 1963,

It is an airport of which the Nation can be proud, but containing
new and expensive features which, at least at this time, no one can say
with certainty, will ever be able to pay their own way.

When the Dulles Airport was under development, everyone recog-
nized the opportuniy available to the Government to make it an out-
standing airport with a terminal building which would become one
of the unusual attractions of the Nation’s Capital. It was to be the
doorway to Washington for visitors from all over the world.

It might also be said that there was an opportunity to demonstrate
what could be done in the way of constructing a highly efficient, fune-
tional terminal at the lowest possible cost. Possibly an effort was
made to try to combine efficiency with uniqueness and beauty of
design.

Certainly Architeet Saarinen achieved a masterpiece of unusual and
attractive design in the Dulles terminal. It is truly a national monu-
ment to be proud of. Its tremendous attraction to visitors bespeaks
the success with which the objective was achieved.

But no one would contend that it was low cost or that the costs of
achieving the striking new design were equal to those of a more strictly
functional structure.

As citizens we are proud of the terminal and expect to pay for our
share of its national monument aspeets.

As carriers we feel we and the other tenants should pay for the com-
mercially used and nusable features of the building.

Last year, the committee wisely recognized the tremendous distine-
tion between these two airports and provided that they be treated as
separate entities.

On the other hand, it is quite obvions. and the bill contemplates,
that the Agency will, if the Corporation is established, treat the two
airports, for all practical purposes, as one entity in the management
of their funds.

Taking these airports out from under the annual appropriation con-
trol of Congress will, it has been contended, make 1t easier for the
management to do the things it wants to do in the operation and man-
agement. of the airports. It also means that they will be somewhat
removed from the close supervision which Congress has been able to
exercise over them under present procedures.

For these reasons, the carriers are concerned that, if a corporation
is established, the basic legislation should provide adequate guidelines
for the handling of this anomalous situation—the well-established,
busy, profitmaking airport on the one hand and the high-cost, brand-
new, national monument airport which is just getting into operation.
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The carriers have every reason to believe that, so long as the present
Administrator and his Director of the Bureau of National Capital
Airports hold their present positions, the constructive and reasoned
approach they have shown to mutual problems will continue.

Such items as the access road, monumental excess development costs,
and related factors which it has been generally agreed should be ex-
cluded from the capital investment base for ratemaking purposes, will
continue to be so recognized.

However, it is proposed that this corporation be a perpetual one, and
managements will change over the years.

Therefore, it seems desirable that, so far as feasible, the guidelines
for the conduet of the proposed corporation, if it is to be established,
should be realistic and free of uncertainty.

Therefore, we feel that certain amendments to the corporation pro-
posal are highly advisable.

The first two of these have to do with the access road and the show-
case features of the ;lil'pnl'l.

RATES, CHARGES, AND CAPITAL INVESTMENT

Section b establishes a general policy that, under certain guidelines,
the operation of any airport under the corporation shall be on a self-
sustaining business enterprise basis to the maximum extent practicable.

In the determination of rates and charges at each airport, the cor-
poration is directed to give due consideration, among other things, to
the amount of capital investment in the airport, excluding items not
normally attributable to the local sponsors’ share,

While it generally has been acknowledged that such items as the
cost of the access road, the control tower, unusual development costs,
etc., should be omitted from the base on which rates and charges are
calenlated, these items of eapital cost are not excluded in the present
draft.

We believe this seetion of the act should recognize those factors.

In connection with the access road, it is contemplated and provision
is made in the bill (sec. 7) for transfer of all or any part of it to a
Federal agency or an agency of the State of Virginia.

However, there have been certain difficulties in the way of ironing
out this transfer.

Pending the ironing out of such difficulties, the corporation bill
should specifically exclude this cost from the capital investment for
rate purposes.

The terminal building is outstanding but somewhat expensive for
the amount of space it contains.

While no one has put a figure on the cost of the outstanding nature
of the architecture, it must be recognized that such a cost exists.

Therefore, the carriers feel that, if Congress decides that a corporate
organization is better than the present operation, these unusual features
should be specifically excluded.

The following amendments would accomplish this objective:

Page 3, line 21, strike “the airport concerned” and insert in lieu
thereof—
the faciilties and funetions at the airport concerned (excluding those facilities
and functions provided for purposes other than or in excess of, the needs of com-
mercial users of such airport)—

and on page 12, line 10, strike (1) and (2).
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Page 4, line 21, change the period to semicolon and insert—

and, (3) in the case of the airport constructed under the act entitled “an act
to authorize the construction, protection, operation and maintenance of a
publie airport in or in the vicinity of the District of Columbia,” approved Septem-
ber 7, 1950 (D.C. Code, secs. 7-1401 to 7-1412, inclusive) the cost shall not inelude
the amount attributable to any airport access road not located on the airport.

ARBITRATION OF DISPUTES

We have previously stated that there should be a provision in the
bill for arbitration of disputes between the proposed corporation and
the users.

We cited instances where other Federal corporations voluntarily
subjected themselves to arbitration.

Such a proceeding involving Goverment corporations, we pointed
out, is not new.

FAA’s reaction was that it would be beneath the dignity of the
sovereignty of the United States to subjete itself to arbitration.

We have some difficulty in understanding the FAA contention. In
the first place, a provision for arbitration, the purpose of which is to
avoid a multiplicity of judicial proceedings, furthers the interests of
the public in the orderly transaction of the Government’s business.

Certainly this is to be preferred to burdening the courts to settle a
disnute as to whether the statutorv standards have been adhered to.

In the second place, most Federal corporations have been em-
powered by Congress with the capacity to sue and be sued in their
Own names.

«This power has been exercised many times in the past. Such a
provision is included in this bill (sec.6(3)).

A provision for arbitration of disputes, being of less dignity than
the ability to sue and be sued, should be encouraged rather than
scorned.

But perhaps more important than this is the fact that it has been
strongly contended that the purpose of the corporation is to establish
itself on a businesslike basis so that it can 1l1umti(m as a business
enterprise.

For example, one of the arguments is that as a body corporate, a
Government corporation has a separate legal personality distinet from
that of the United States.

We find it difficult to understand how it can be contended that one
of the advantages of the proposed Corporation is to permit it to
operate as a corporate entity and yet draw the cloak of Government
immunity around itself for purposes of objecting to arbitration.

It seems wholly inconsistent to provide the proposed Corporation
with powers of suability, on the one hand, and limits its ability to
settle gisputes outside the courtroom, on the other.

Neither the interest of the public, the airlines, nor the Corporation
itself would be well served by encouraging resort to our already
overcrowded judicial system for the final determination of disagree-
ments when the Federal Arbitration Act provides for a convenient,
satisfactory and speedier alternate forum.

For these reasons, recourse to arbitration should be specifically

rovided for. The following amendment is recommended to accomp-

ish that purpose:
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Page 3, line 12, after the period, insert “In the event of the failure
of the Corporation, and any airport user to agree that a proposed
rate or charge for space, facilities or services at the airport is consistent
with the provisions of this act, the disagreement shall be subject to
arbitration pursuant to provisions of the Federal Arbitration Act.”

ADVISORY BOARD

H.R. 826, the bill before you, contains a change on page 10, line 10
(sec. 9(b) ), from the original draft.

Originally, it was contemplated that the Advisory Board could
meet either at the call of the Administrator or the manager or on its
own call.

H.R. 826 now provides that it may meet only at the call of the
Administrator or the manager, a provision which seems to relegate
the admittedly powerless Board to a further position of subserviency
to the Administrator or the manager.

It is suggested that the Board be permitted to meet on the call of
any two of its members, as well as at the call of the Administrator or
manager.

To accomplish this, the following amendments are suggested :

On page 10, lines 10 and 11: Line 10, strike “only”, and line 11,
after “manager”, insert “or at the request of any two members of the
Advisory Board.”

INTEREST CHARGES

Section 10, which provides for the establishment of a National
Capital Airport Fund, contains terms for payment to the Treasury
of interest on congressional appropriations to the fund and for in-
terest on the capital investment.

It has been widely acknowledged that it will be a considerable
number of years, because of the light volume of traffic at Dulles In-
ternational Airport, before revenues from rates and charges equal
operations costs, let alone pay for interest on capital items.

The bill presently recognizes this, but provides for it in a manner
which would be unnecessarily cumbersome and time consuming.

Even though this situation may exist for a number of years, the
bill provides, in section 10(d) (p. 14, line 3), that the anticipated
insufficiency of receipts shall be met each year by Congress by spe-
cifically providing for waiver or deferral of the interest in whole
or in part.

A more satisfactory way of meeting this situation would be by
waiver of the interest during the initial period.

The following amendment is recommended to accomplish this:

Page 14, line 8, strike the period and insert :

Provided ; That interest on that portion of the Fund assignable to the airport
constructed under the Act entitled “an Act to authorize the construction, pro-
tection, operation and maintenance of a public airport in or in the vicinity of
the Distriet of Columbia” approved September 7, 1960 (District of Columbia
Code, secs. T-1401 to 7-1412, inclusive), is hereby waived until such time as the
revenues generated at that airport exceed the maintenance and operating costs
of the airport.

There are other questions in the minds of the carriers concerning
the Corporation.
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However, the above points are regarded as the most important to
clarify policy guidelines, insure fair and reasonable charges, and
establish a sound basis for realistic functioning of the proposed Cor-
poration.

The other bills, H.R. 2081, H.R. 3328, and H.R. 3406, are identical,
and would set up an independent Washington Airports Board of
five full-time salaried members to run the two airports.

There is some uncertainty on the part of the carriers about the
manner in which such a board would operate, the effect of such a
transfer on the efficiency of the airport operations and on airline
operations, and the scope and limitations of the financial and opera-
tional authority of the Board.

The carriers have some doubt about the advisability of establish-
ing another Government agency and turning the airports over to it to
operate.

Please be assured of the desire of the carriers to be helpful to
the committee in any possible way on these matters.

Myr. Frieoen. Thank you, Mr. Seybold.

I notice one thing all through your statement—that yon nse the
words “national monument aspects”—speaking of the Dulles Field
as a national monument.

I agree with you.

What is the feeling of the Air Transport Association with regard
to a corporation independent of the FAA, with your amendments?

Mr. Seyvporp. Mr. Chairman, we have always felt that there were
three possible alternatives here.

One was the kind of corporation which the administration is spon-
soring, one was the kind that you are speaking of, independent of
FAA, and the other wonld be an amendment to the acts under which
the airports are presently functioning, which would clarify these prob-
lem areas that have perhaps given rise in part to this request for a
corporation—in other words, the problem of the lease term at the
Washington National Airport, the ability to construct facilities for
a concessionnaire and charge him for it, the problem of having funds
to meet unforeseen emergencies, which could be met perhaps by a re-
volving fund specifically earmarked for that purpose.

So that we have some concern about either t]lm corporation or the
board and we have always felt there was a further possibility, and
that would be to improve the present law so that the administration
could accomplish—could clarify those problems which it feels have
given it a problem in the management of the airport.

Mr. Frreoer. HL.R. 2081 does not create a corporation—it is an
independent board with five members.

I imagme they would take into consideration there has been a big
outlay of money that should not be charged to the cost of operation
of the airport.

But they would not be under the jurisdiction of the Administrator.
They would be separate and distinet from him.

That is the point. where T think we have to make a distinction. Be-
cause as long as the Administrator has his work cut out for him, for
safety at all airports in the United States—he should not be bothered
about being a concessionnaire or rental agent or anything of that type.

Whether he delegates it to someone else, he still has his finger in
the pie according to the bill F.R. 826.
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That is the point I have been trying to make.
I don’t care whether it is a corporation, or an independent board.
3ut I want to separate the FAA from airport operat 10118,

Mr. Seysorp. Well, your proposal to set up a separate, independent
agency does give us some concern also, because of adding to the
governmental structure another agency which regulates the air in-
dustry.

Certainly it would be possible to combine the two, as you have
suggested.

But, as I say, we feel that there is a possible third alternative, and
that would be to clarify these restrictions in the present law which
inhibit the functioning of the airport in the way that management
thinks it should be run.

Mr. Frieoer. Mr. Hemphill.

Mr. Hesmerinn, Thank you, Mr. Chairman.

I am sorry I missed part of your testimony, but I was delayed.

I am sure you don’t object to any ambition of the Federal Aviation
Agency to put the operation of Dulles or any other airport under its
immediate control on a businesslike basis.

Mr, Seysorp. We certainly do not, Mr. Hemphill.

And we agree with the statement that was cited earlier in the hear-
ings this morning from the Administrator’s report of last year, the
annual report, in which it was stated that the operation of the Wash-
ington National Airport has been run on a businesslike basis during
the last year.

Mr. Hemprinn, 1 am also sure that you won’t—at least I hope you
would not object to having a more efficient manner for making deci-
sions, would you?

Mr. Seysornp. Well, T don’t know whether the Corporation would
make the gentlemen running the airport any more efficient than they
are, but I would not object to it.

We feel they have been doing a good job.

Mr. Hemerinn. Are you saying what the FAA proposes will or
will not help? Will it help or won't it help in the operation of these
airports? That is the question here.

Mr. Seysorn. Let me say this, Mr. Hemphill.

The earriers have not experienced the problems with the present law
and the management of the airport that the management seems to have
experienced. We have been unaware of these problems.

Mr. Heseiine, If you are unaware, why are you objecting to the
FAA in its effort to improve its own administration, if this is an effort

If the carriers have not felt any result from it, and have not known
of it, why are you coming up here in opposition to it ¢

Mr. Seyeorp. Let me say I don’t believe we have testified in
opposition.

We have suggested some amendments to the Corporation bill which
we feel would be realistic, and put it on a more reasonable basis.

And we have suggested that there may be another alternative to the
Corporation. '

We are not opposing the Corporation, not actively opposing the
Corporation.

Mr. Hemeiine. Do the carriers feel that this proposed Corporation
would increase their cost of operation in any way #

Mr. Seysorp. Possibly. We don't know.
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Mr. Hemprinr, In what way ?

Mr. Seyporp. I think it is possible—we do not know how—but I
think it is possible if you remove this operation one further step away
from the examination which the Apll)roll)riations Committee is pres-
ently able to exercise over it in detail, that it may be easier to build
in inefficiencies, yes.

Mr. Hesrerainn., Well, anything is possible.

If you had said something was probable, I think you would have a
case.

If you had not put your erutch in the Appropriations Committee,
which you apparently hope to do now, and gave me some sound rea-
soning, I would be more inclined to give more credence to your
mﬂﬁ()lllng-

But it appears to me that the Administrator is making an effort to
improve his own administration.

While it is set up as a separate corporation, nevertheless it is still
going to be the responsibility of the Federal Aviation Administrator,
1t is still going to be under the control of the Congress, because it is
under the Federal Aviation Administration.

And unless you have some reason to say that you can point out here
that it will not do the things the Administrator says he hopes it will
do,]it appears to me in the interests of aviation you would go along
with it.

Mr. Sevsop. I didn’t say that it won’t accomplish the things that
he hopes.

What I tried to do was portray the situation which the carriers
find themselves in, where we have one airport that is a very busy,
eficient, high traflic airport, admittedly paying its own way, and
then some.

And another airport which is brand new, which everyone recog-
nizes will take a substantial number of years to develop the traffic
to put it on a paying basis.

And I would suggest that it is probably the uncertainties of those
two somewhat incongrous situations that make us a little eoncerned
about the Corporation.

Mr. Hexprirn. Perhaps I misjudge your testimony. I am sorry.

I see on page 3 here you talk about the national monument aspects.

As carriers we feel we should pay for the commercially used and usable
features of the building.

Are you inferring there if this plan is carried out, you will pay
more or less than you should pay for the commercially used and
useful features of the building ¢

Mr. Sevporn. We make that statement in relation to the desirability
of clarifying the elements of the national monument aspect of this
airport, and suggesting that they should be written—that those
which are over and above the normal features of an airport should
perhaps be excluded in the standards that are established by Congress
In setting up this Corporation, so that it will be clearly understood
that those excess costs are not expected to be recovered from the car-
riers and the other commercial nsers.

Mr. Hemprmun. Well, T didn’t hear any proposition that they ex-
pected to recover any excess costs from the carriers.

Maybe I didn’t understand the testimony correctly.
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Mr. Seysorn. No. And as I pointed out further in our testimony,
if the present Administrator and the present Director of the Bureaun
of National Capital Airports were to continue in perpetuity in their
positions the treatment which they have shown us so far, and have
recognized those unusual aspects, and have excluded them in arriving
at the costs which have been negotiated, then we would have no
concern,

But this will be a perpetual Corporation. And the management
of it will change. ;\mll we would like to have the standards as specific
as possible established by Congress, so that it is understood that the
access road, or the unusual features of the design of the terminal, or
things of that sort, are not to be included in the base from which our
costs are calculated.

Mr. Hempamn. If the Congress spelled out in this bill that that
was the purpose of Congress, to charge for the commercially used
and useful features of the building—won’t that satisfy you?

Mr. Seyeorp. We would feel much better about it.

Mr. Heverour. You say that is what you want. That won’t satisfy
you?

Mr. Seyson. Well, we might still have some concern. But we
would feel an awful lot better about it.

Mr. Hesproe. I will tell you the reason for my question and the
reason for my concern.

Congress is called upon year after year to authorize and appro-
priate money for airports. It is called upon year after year to sup-
port vast, and T think, very efficient organizations—the Federal Avia-
tion Administration and the Civil Aeronautics Board—for the benefit
of the public, and nse of public money, but it is also for the benefit
of the air carriers, who are subsidized to that extent.

Now, we have a proposition in which a gentleman—I haven't heard
anybody say he hasn’t done a good job—T think Halaby has done a
wonderful job—he is proposing this, saying his ambition is to put it
on a better businesslike basis, which every free enterprise advocate
in America hollers and cries about, the chambers of commerce.

And we are trying to accomplish that. And you people are getting
the benefits.

And you come up here, without giving an alternative proposition,
opposing it and saying there are possibilities that might take place.

As a Member of Congress, I just think your responsibility is greater
than that, and T am sure some of your people must feel that way.

Tt concerns me.

Tf Halaby wasn’t doing a good job, if he didn’t say he was going to
put it on a businesslike basis, do what the Congress said, make it pay
within 30 years, T might say, well, let’s not consider this.

But then you come up and say possibilities—it concerns me. Every-
thing is possible.

We used to have a saying in the Air Force: “The difficult we do
now. the impossible takes a little longer.”

But T think if the present integrity and efficiency of the Adminis-
trator continues and it will, you will have an opportunity to present
your views at a later date and the Congress is going to sit right here
and wateh the progress of this new approach.

T thank you for your patience with my questioning and my state-
ment.
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Thank you, Mr. Chairman.

Mr. Frieper. Mr. Devine.

Mr. Devine. Mr. Seybold, does your organization have any in-
formation of any kind whatsoever indicating pressure on the part of
the Federal Aviation Agency for carriers to move from Friendship to
Dulles?

Mr. Sevporp. None that I am aware of in any way.

I think that we have to—we have a decision here. The carriers are
involved in it, Baltimore is involved in it, the Congress is involved
in it, and the Federal Government is involved in 1t.

I know of no pressure that the FAA Administrator, or the Agency
has put on the carriers,

Mr. DeviNe. Directly or indirectly ?

Mr. Seyeorp. Well, if you are making reference to the statement
that the chairman cited that allegedly was made by the Administrator,
I don’t know whether he made it or not.

I gather that he did.

But the fact is insofar as any pressure ag such, the carriers have
not been forced in any way that I know of to move from Friendship
to Dulles.

Mr. Frieoen. Will the gentleman yield ?

Are you familiar with the letter written by the Chief Counsel of
the FAA—or the CAB—I am not too sure now—to one of our prom-
inent. airlines, telling them that they could not use Friendship to serv-
ice Washington ?

Mr. Seysorp. I believe you are referring to some actions by the
CAB. '

I am not familiar with everything that the CAB has done. But
it is my impression that they have taken the position that an air carrier
that is certificated to Baltimore will have to serve through Friend-
ship, and if they arve certificated to Washington, they will have to serve
through either Washington National or Dulles.

But, of course, any carrier is going to go where business prudence
directs it to go.

And by that T mean where the traflic is—considering other factors
as well, including costs.

The carriers will have lots of service at Baltimore if there is traflic
there,

And I admit you cannot have traflic without a lot of service. But
those things go along together.

You don’t have a magnitude of one without a commensurate propor-
tion of another,

I believe that Baltimore traffic will continue to develop.

It may be that the Board has told the carriers that they cannot
serve Baltimore—that is, serve Washington through Baltimore alone.

I am not familiar with the actions of the Board.

But I think the carriers will continue to render service to these
areas through all three airports.

Mr. Devixe. The thing I am trying to tie down, Mr. Seybold—I am
sure you were present at the hearings last year, as youn are this year.

There are all types of inferences and innuendoes and suggestions,
none of which are supported apparently by fact or specific cases, in-
dicating perhaps indirect influence on some of the carriers to change
their operations from Friendship to Dulles International.
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Now, Dulles is here, it is here to stay. There are problems as far
as Friendship is concerned.

And I have great sympathy for our colleagues from Maryland in
wanting to support his airport.

But 1 H!il]l!( for the purposes of the record and a hearing such as
this, we should have specific cases, specific facts, if there is undue
pressure, because if it can be established, then perhaps FAA is not
the agency to operate the airport.

But we cannot go on just the inferences and the innuendoes. We
should have facts.

If we don’t have facts, we should dismiss the idea.

Mr. Seyeorp. They may exist, but I am just not aware of them.

Mr. Devize. Wouldn’t your organization be the one that would
have knowledge, representing the carriers of this country ¢

Mr. SeyeoLp. Not necessarily on that point.

Mr. Devine. Well, who would ?

Mr. Seyeorp. The individual carriers. We don’t have anything
to do with the negotiations of rates or services or that sort of thing.

Mr. Devine. But you are more or less the Washington representa-
tive for the individual carriers, are you not ¢

Mr. Seyporn. For the industry, yes, we are.

Mr. Devise. And if they had specific cases—I am not sure whether
they would report them to you or not——

Mr. Seyeonp. I haven't heard of any.

Mr. Frigpen. Mr. Sibal.

Mr. Sisar. I just have one or two questions, Mr. Chairman.

This point you deal with in your statement about the suggestion of
a new corporation if it is created submitting itself to arbitration, that
arbitration procedure would not be available if the Corporation were
not ereated, would it ?

Mr. SeyeoLp. No; I don’t believe it would.

Mr. Siear. Now. what would be the significance in that element of—
why would the corporation change the relationship so that that would
become a necessary or desired element in the new Corporation ?

Mr. Seysorp. Well, it is proposed to set it up in such a manner
that it would be somewhat freer to deal with the funds that it has,
and perhaps a little more free of Congress and the General Accounting
Office.

As long as it is contemplated to set up the Corporation, it would
seem to us desirable to provide a means for arbitrating disputes.

Mr. Siean. Because of this freedom to handle money *

Mr. Seyeorp. Possibly, yes.

Plus the fact that you are now establishing certain standards for
guiding the establishment of rates and charges.

We are concerned about having that as specific as possible and mak-
ing it as workable as possible.

Mr. Sizar. Is it your feeling that the creation of this Corporation
would remove the Corporation from the controls which now exist
in terms of ratesetting and so forth?

Mr. Seysorp. Well, it is certainly making the terms more specific
on which the rates and charges are to be based.

And there could well be disputes as to whether the standards pro-
vided in the act are being adhered to.
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Mr. Sipar. As I have listened to your answers to previous questions
posed by other members of the committee, I get the impression that
your concern is that this is going to be more costly for the carriers; is
that true?

Is that your primary concern?

Mzr. Sexsorn. Possibly without adequate safeguards.

Mr. Smear. You keep answering these questions “possibly.”

Now, as Mr. Hemphill said, we recognize that the possibility exists
of almost anything happening in almost any situation.

But do you have any hard facts which we can hang on to here that
can guide us as we consider this?

I mean, is this a hypothetical fear you have, or can you give us some-
thing that we can deal with?

Mr. Seyeorp. Well, what T have tried to do is to point out to the
committee the fact that we have an airport out there which, as I said,
has certain unusual aspects to it that have added to its cost.

Congress is now proposing in this bill to establish a corporation
which 1s to be a self-sustaining corporation, fully amortizing this in-
vestment ont there.

But, it is necessary, it is advisable, it seems to us, when every one
knows that the traffic is going to be a long time in building up, and it
is going to be a long time before this airport is actually on a self-
sustaining basis—it. seems advisable to us, if there isn’t any question
about certain of these items being left out, because they are recognized
as being excessive or unusual or added in because it is a national monu-
ment, a national attraction, and so on—why shouldn’t those things be

rovided in the bill—why shouldn’t the standards that you are writing
into this act specify that those things are included or excluded as
Congress sees fit.

Mr. Heareaan. 'Will the gentleman yield right there?

When we authorized Dulles—I wasn’t a member of the Congress,
but I suppose the Air Transportation Association was in business.

Did the Air Transportation Association testify to that effect at that
time?

Mr. Seysorp. We did, and we supported the establishment of an
additional Washington airport.

Mr. Hesrparen., Did you testify that if it was to be a national monu-
ment, that in any assessment of rates or fees to the carriers, that that
assessment should be confined to the commercially used and usable
features of the building?

Mr. Sevsorp. It wasn’t contemplated in the act that was being en-
acted that any standards were specified at all in connection with the
recovery rates and charges.

The bill was primarily to get the airport located, and to get authori-
zation for FAA, or the CAA at that time, to go ahead and find a spot,
and build it.

Mr. Hempamr, Did you say, “It is a national monument, and don’t
make us pay any part of it.”

Mr. Seyeorp. The carriers never expected that they would operate
without paying their fair share at the airport—never.

I wonld like to add one thing, Mr. Hemphill.

We are not opposing the corporation. We are offering amendments
which we feel will be helpful in making the act a more workable
act.
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Mr. Hempanun. Thank you. _

Mr. Stear. And you feel without your amendments there is a good
chance that because of the several sustaining purposes of the corpora-
tion, that you will be asked to pay more than your fair share, is that
correct ? ‘]

Mr. Sevyporp. Unless some of these provisions are clarified.

The Administrator testified that it will be some place between 10
and 30 years before it will be on a pay-as-you-go basis, on direct opera-
tions and maintenance. )

Yet the bill as it stands now provides that interest will be collected
and paid over each year to the Secretary of the Treasury unless the
Congress specifically, each year, waives 1t. .

Well, it is known that it is going to have to be waived. Why do we
contemplate an action every year when we can foresee that situation
and could meet it here?

Mr. Sipar. Thank you, Mr. Chairman.

Mr. Frieoer. Thank you very much.

Mr. Seveorp. Thank you, Mr. Chairman, and members of the com-
mittee. Iappreciate your time and consideration.

Mr. Frieper. Our next witness will be Mr. Charles P. Crane, De-
partment of Aviation, City of Baltimore, Baltimore, Md.

STATEMENT OF CHARLES P. CRANE, DEPARTMENT OF AVIATIONR,
CITY OF BALTIMORE, BALTIMORE, MD.

Mr. Crane. Mr, Chairman and gentlemen, I appreciate the oppor-
tunity to come here and say a few words.

Mr. Frieper. Do you have a prepared statement, Mr. Crane?

Mr. Craxe. No, I didn’t know about this hearing until at the close
of business on Thursday.

I didn’t have an opportunity to prepare a statement.

So I will speak, with your permission, extemporaneously.

But the statement tﬁat‘ I submitted last year at the hearing con-
tains a great deal of what I would like to say today.

First, however, T would like to say that I have been requested by the
Greater Baltimore Committee, an organization of business and pro-
fessional leaders of Baltimore, to file with the committee with your
permission, a statement in which they support House bill 2081 and
urge its passage, that it be expedited {) 7 this subcommittee.

Mr. Frieper. That will be put in the record at this point.

(The statement referred to is as follows:)

GREATER BavrtimMore COMMITTEE, INC,,
Baltimore, Md., March 18, 1963.

Hon. Jou~x BeLL WILLIAMS,

Chairman, Subcommittee on Transportation and Aeronautics, Commitiee on
Interstate and Foreign Commerce, U.8. House of Representatives, Wash-
ington, D.C. v

DeaR M. CrmamrMAN : The Greater Baltimore Committee is an organization
of business and professional leaders of Baltimore, each of whom represents a
major industrial, commereinl, financial or mercantile institution in the metro-
politan area. Since our formation in 1955 we have been vitally concerned about
the quantity and quality of air service provided to the city of Baltimore, We
initiated the Adequacy of Service Case, participated in innumerable proceed-
ings before the Civil Aeronautics Board, and have been involved in repeated
testimony before the various committees of Congress.
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We recognize the economic power of air service. We realize that a com-
munity that has adequate air service is strengthened economically. We also
recognize that a community that is denied adequate air service is inevitably
placed at an economic disadvantage as it competes with other cities or in the
foreign markets, It is for this reason, therefore, that we have invested many
thousands of dollars in representing the interests of the individuals and busi-
nesses of this area in our efforts to secure proper utilization of Friendship Inter-
national Airport.

We are convinced that the people of the area best served by Friendship Inter-
national Airport will, if given adeguate service, patronize that service as well
as or better than the people of comparable cities patronize commereial air serv-
ice. However, we ask the opportunity to compete fairly and squarely without
being placed at a disadvantage.

At the present time, it is common knowledge in the aviation industry that
we are competing with Dulles International Airport at Chantilly, Va., for pat-
rons from the Baltimore-Washington area. In particular, we are competing
with that facility for service to passengers within the area best served by Friend-
ship International Airport. If Dulles International Airport were just another
airport, owned and operated by a municipality, we would not have a complaint.

But Dulles International Airport is not just another airport, and it is not
owned and operated by a municipality. It was built and is owned and oper-
ated by the Federal Aviation Agency, which is the regulatory body with such
great power of life and death over the commercial aviation industry in America.
It is the governing body to which the commercial airlines, who must choose be-
tween Friendship International Airport and Dulles International Airport, must
ANSWeEr.

This is analogous to having the public service commission of a State own
and operate a competing telephone company or gas and electric company or to
having the Interstate Commerce Commission own a motor truck firm or a rail-
road. The regulating agency is, in this instance, the operating agency of a
competing facility. This is patently not what Congress intended in creating
the various regnlatory bodies of the Federal Government, nor, I believe, what
Congress intended when creating the Federal Aviation Agency.

We therefore support H.R. 2081 and urge that its passage be expedited by this
subcommittee.

Sinecerely yours,
Wiririam Bouvener IIT,
Ewxecutive Director.

Mr. Craxe. The Baltimore Association of Commerce has an attor-
ney here, and I think he will speak for that.

Mr, Chairman and gentlemen, I have heard a number of references
this morning, and one just a few minutes ago, about innuendoes having
to do with the treatment that the airport in Maryland has received.

It is quite true that a good deal of our complaint, which we think
is well founded, must rest on what might be called circumstantial
evidence, or if someone wishes to use the word innuendo, perhaps that
would fit the case.

There are, however, a few things that might indicate the attitude of
the Federal Aviation Agency toward the airport in Maryland.

Incidentally, gentlemen, we don’t refer to that airport as being
Baltimore’s s airport by any means—it serves the State of Maryland,
the southern section of I’ ennsylvania, and over to the Delaware border.

I am referring to a letter that is reproduced on page 165 of the
hearings that took place on May 2, 3, and 4 of last year.

You will find this letter, which was addressed to the Chairman of
the Civil Aeronautics Board of the General Counsel of the Federal
Aviation Agency, Mr. Daggett H. Howard, mmpl:mm-r about the

ossibility of Eastern Air Lines putting in jet service to serve the

Vashington area, as well as the Baltimore area.

He said that he didn’t mind it being in there temporarily, but only
so long as Dulles was under construction.




WASHINGTON, D.C., ATRPORTS

And he says:

For these reasons, we respectfully request on behalf of the Administrator of
the Federal Aviation Agency that the Civil Aeronantics Board notify Eastern
Air Lines, Inc., that the Board’s approval of the use of Baltimore Friendship Air-
port for jet flights serving Washington is limited to the period until Dulles
International Airport is in operation.

I would also like to leave with the committee another letter filed by
the General Counsel of the Federal Aviation Agency, under date of
January 26, 1962, in which similarly he objects to Branifi Airways
putting in jet service to serve both Washington and Baltimore, saying
again that he didn’t mind it being in there temporarily, but he says:

The use of Friendship for jet flights serving Washington is, of course, equally
unsuitable, and for this reason Congress has authorized the eonstruction of
Dulles International Airport which will be in operation on or about October 1,
1962,

He also says:

Copies of this letter are being mailed today to Braniff Airways, Ine, and to
the persons upon whom the airport notice wi served in order to apprise them
of the Administrator’s opposition to the nse of Friendship International Airport
to serve Washington after Dulles goes into operation,

Now. Mr. Chairman and gentlemen, when Friendship Airport was
built and activated in the second half of 1950, at the dedication cere-
monies. at which the President of the United States was present, it was
specifically stated that that airport was to be the supplemental air-
port for the city of Washington.

It installed a full length jet runway, nine and a half years before
passenger jets were in operation.

And that runway rested there, waiting for the opportunity to use
16

And when in 1959 the opportunity to use it came, Friendship Air-
port handled all the jet service for both cities for a period of two
and a half years, and could have handled two or three times the
volume that it was handling.

Now, I am not sure whether these letters would be considered by
your honorable committee as being something other than innuendoes
or not.

But at previous hearings, I noticed the presence of the Chairman
of the Civil Aeronautics Board. And I noticed that he had a great
deal to say in support of the operation of Dulles and the fact that
it should be the airport of service for Washington.

I asked Mr. Boyd at that time:

Why are you doing this when the vharges at Friendship will be infinitely
lower than they will be at Dulles, and these airlines are in financial trouble
anyhow-
and the only answer I ever got from him was—Dulles is the National
Capital’s airport, QED, that is that. And so it has always been—
it is the National Capital’s airport.

But notwithstanding that, the people leaving from east of 16th
Street. and in those northern suburbs of the city of Washington,
which are in Maryland, incidentally, can reach Friendship Airport
today, reach planeside at Friendship Airport today, more expedi-
tiously than they can Dulles, even with the no-access roadway, and
the new bridges built, and so on.
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And we have tabulated the saving in time to show the presidents
of the various airlines who subscribe to the philosophy that the people
want to get to the airport in the quickest way, and that is the one they
are gomg to serve.

Now, perhaps this is circumstantial evidence, but it is very difficult
for us to understand why the British Overseas Airways, which for a
period of 2 years was carrying on very successfully at Friendship,
enjoying the patronage of Washington travelers, as well as Maryland
travelers, and I know the number of passengers they handled last
year, pulled up stakes and moved to another airport where their
charges will be over three times as much, where they will have to rely
solely on the patronage of people from Washington, not the dual
city patronage that they ]]:I(L and they know that, and where they
will ]]x' in_competition with two other transatlantic lines, whereas
at _Friendship they had no competition on London service.

When I asked those gentlemen—and I know them pretty well—
“Why are you doing this?” the only answer I got from them was,
“Your Government has announced in tones loud and clear that Dulles
is the National Capital’s airport, and we must fly from there,” and
so there it is.

Now, we have seen other flights transferred from Friendship over
to Dulles that were enjoying the patronage of both cities, without
complaint, involving less travel time for many of the people—even
from the bus terminal at 12th and K Streets, to planeside. And I
add in the word “planeside,” because there are 20 minutes’ travel on
these mobile lounges at Dulles which we don’t have, because our planes
come up within 50 or 100 feet of the terminal building.

Yes, we are forced to rely on what might be called circumstantial
evidence. And our complaint is not only against the Federal Avia-
tion Agency’s handling of Dulles in relation to Friendship, but also
Washington National Airport.

After 13 years, almost 13 years of operation, we have at the present
time 160 flights or movements, counting arrival and departures as
2, 160 a day, whereas Washington National Airport, I am informed,
has between 650 and 700 a day. And if that figure is incorrect—
because some of those flights have already been shifted to Dulles—
the people here will be able to correct the record and give the cor-
rect Eg-ura forit.

Now, let me tell you some of the difficulties under which we are
suffering at Friendship.

I want to bring to the attention of the committee the fact that
although Baltimore is the sixth largest city in the country, and one
of the great manufacturing cities and seaports, and we have a great
deal of air traffic between Baltimore and New York, we presently
have only 6 flights daily between Friendship and Newark Airport,
which is the downtown airport for New York, as contrasted with 26
daily flights from Washington National, and 7 daily flights from
Dulles.

Let me say this to you, Mr. Chairman, and gentlemen : In those six
daily flights we have a gap in the morning of 8 hours and 30 minutes
between two of those flights, and in the afternoon, we have another
gap of 5 hours, 15 minutes.

To Detroit, we have three flights daily, with two and three stops.
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We have a great many people who travel between Maryland and
Detroit. ;

We have one nonstop flight at midnight.

From Washington National there are 15 daily flights. From Dulles
there is one nonstop flight.

To Cincinnati, we have two flights with three or four stops. We
refer to them as milk runs.

Washington National has seven.

Hartford, Conn.—we have no northbound service at all.

Washington National has five flights, and Dulles has one.

I could go on down this list, gentlemen, and show you the strug%}e
that we are making to give reasonable and efficient air service to the

»eople in this area—I say east of 16th Street, Washington to the

elaware line, up to York and Hanover, Pa—and begging them to
take service from Friendship, even though they may have to wait for
a flight that is inconveniently timed, or even use a connecting flight
sometimes, in order to try to repair the damage that took place in
the first decade, when all the service that we had at that airport was
250,000 to 300,000 passengers a year, Mr. Hemphill—when Washing-
ton National was carrying 414 and 5 million.

And, as a consequence of that, air utilization in the Maryland area
suffered.

During that first decade, hundreds of thousands of people in our
area were forced to go to Washington National for the most elemental
form of air service. They resented that, and, as a consequence, many
of them used trains to go to New York, and go to other places where
they wanted to go. And we were not airminded.

Now, in the last 2 or 3 years, and particularly since the jet traffic
came, we have done our best to repair that service.

I heard Mr. Halaby suggest today, in his urbane and very per-
suasive way, that what we should do would be to promote traffic in our
city. I had hoped to see him after he left the stand. T wanted to give
him a little st i:-llim' he might put on his automobile. We have given out
50.000 of these, Mr. Chairman, and we are now waiting for the next
10,000 from the printer.

1t would be fine—I have given one to Mr. Ward Hobbs here. T hope
to see it on his car.

But, in addition to that, we are the only airport that I know of in
this country—to compile and distribute flight brochures which list
every flight between Friendship and some 91 cities arranged alpha-
betically, together with the return flights; and we have done this in
order to increase air traffic.

Now, in addition to that, we have as you know, gotten an appro-
priation from the city for promotional purposes. Some of you know
that T am a public utility man. I have been brought up to believe
that the way to help your company is to promote, and so I believe in
promotion.

We have this appropriation. We have $90,000—and I think I can
get another $50,000. And we are asking the various business enter-
prises and other organizations in our area to say to their employees
that they recommend that they use flight service out of Friendship.
Where it is for company business, they order them to do it.

Where it is for their personal business, they advise them to do it.

98-155—63——=6
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I would like to say to you, and I would like Mr. Halaby to know this,
that even before we started this campaign, some 35 large companies
have done this voluntarily—and they have an aggregate employment
of some 60,000 employees. We expect to raise that number to 150,000
employees, and we have done other things to promote business over
there.

But it is the old question of the chicken and the egg. What do you
do first?

Can you promote travel out of Friendship without the air service?

Or do you have the air service available, and then get the travelers
to make use of it ?

That is the thing we are up against.

No matter how you regard this thing, how careful you are in sizing
up the situation, it is impossible for me to believe—and I know that
thousands of my fellow citizens in Maryland so believe—that we can
cope with the combination of the Federal Aviation Agency and the
Civil Aeronautics Board, a quasi-judicial agency, required to render
decisions on the basis of submitted evidence, and also required by the
act which formed that Board to encourage and promote air service.
We have suffered from it, and, therefore, we devont ly believe and rec-
ommend passage of bills that you and our other Congressmen have
put in, to correct this anomalous situation where regulatory agencies
operate facilities in competition with other facilities under their Fed-
eral regulation. It is just about the same as the Interstate Commerce
Commission owning and operating several railroads in competition
with the New York Central, the Pennsylvania, and so on—it is indeed
an anomalous thing,

Last year when I talked with Mr. Halaby about this situation, he
told me that it was the only place in the United States that he knew
of where such a condition existed.

And so I say to you, that while we have only meager tangible evi-
dence to file with this committee, we firmly and sincerely believe that
the overpowering combination of the FAA and the CAB is wreaking
havoe with the ability of Friendship to give people in our area good
service. Wa liken this situation to the Biblical incident when Isaac
said, “It is the voice of Jacob but the hands of Esau.”

That is what we are suffering from.

Mr. Frieoer. Mr. Crane, that statement—what was that airline?

Mr. Crane. Pardon?

Mr. Frieper. You have a statement there from the Chief Counsel
of the FAA toanairline. What airline isthat?

Mr. Crane. Well, this one is to the Braniff, and the other one was
to the Eastern.

Mr. Frieoer. This letter will be inserted in the record.

(The letter referred to is as follows:)

FEDERAL AVIATION AGENCY,
Washington, DL, March 5, 1962,
Hon. Atax 8. Boyn,

Chairman, Civil Aeronautics Board,
Washington, D.C.

Deap Me. Caamwmax: We have obtained a copy of the airport notice dated
February 23, 1962, that was filed with the Board by Eastern Air Lines, Ine. This
notice, filed pursuant to section 202.3 of the economic regnlations, siates that
Eastern Air Lines, Inc., proposes to serve Washington, D.C., with jet aireraft
through the use of Friendship Airport, Baltimore, Md.
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The use of an airport near Baltimore, Md., to serve Washington, D.C., is un-
snitable and, as you know, Congress has authorized the constroction of Dulles
International Airport to serve Washington, D.C. This major airport will be
completed on or about October 1, 1962. We have no objection to the use of
Baltimore Friendship Airport by Eastern jet flights serving Washington until
the opening of Dulles International Airport. However, the airport notice filed
by Eastern does not limit the proposed use of the Baltimore airport to this
temporary period ; and the Board's approval of this notice might be construed by
Eastern as authorization to serve Washington, D.C., through the Baltimore air-
port even after Dulles International Airport goes into operation.

For these reasons, we respectfully request, on behalf of the Administrator of
the Federal Aviation Agency, that the Civil Aeronauties Board notify Eastern
Air Lines, Inc., that the Board's approval of the use of the Baltimore Friendship
Afrport for jet flights serving Washington is limited to the period nntil Dulles
International Airport is in operation. This clarification will enable Eastern
Air Lines to avoid entering into long-term leases or other commitments at the
jaltimore airport throngh a misnnderstanding of the effect of the airport notice
procedure.

Copies of this letter will be mailed today to Eastern Air Lines, Inc., and to the
persons upon whom the airport notice was served, as shown on the enclosed
list, in order to apprise them of the Administrator's opposition to the use of
Baltimore Friendship Airport to serve Washington, D.C., after Dulles Inter-
national Airport goes info operation cn or about October 1, 1962, The Adminis-
{rator reserves the right to formally object to the use of the Baltimore Friend-
ship Airport by Eastern Air Lines. Inec., for its jet flights, and to request a
hearing in connection therewith, in the event it should become necessary for him
to do so.

Yours very truly,
DaceeETT . ITowArp, General Counsel.

Mr. Frieper. Do you know how many jet flights were taken out of
Friendship?
Mr. Craxe. Yes, sir; they took 40 percent of them., They took about

35. and we have about 40 left.

Mr. Frrepen. You had about 75 flights a day

Mr. Craxt We had about 75 movements. We call the incoming and
outgoing as two. That is customary. They took away about half of
them.

Mr. Frieper. Have they restored any ?

Mr. Craxe. Well, yes.  That morning jet from Friendship down to
Miami was such a flop at Dulles that they did bring that back. DBut
that left us with a very inconvenient return jet which you referred to
earlier in the day. If you want to come up from Miami at the present
time. Mr. Chairman, you can leave there at 2:45 in the morning and get
up at Friendship at 5 a.m.

Mr. Frizper. Do you know, prior to Dulles, what was the load they
used to earry to Miami, Fla.?

Mr, Craxe. 1 think the travel was very heavy. I don’t happen to
have those fioures with me. But it was quite subst antial.

And, bear in mind, that we were handling both Washington and
Maryland jet traffic at that time.

As you said this morning, we have asked airlines time and again
whether they have had complaints about people coming over to Friend-
ship from Washington—that is, especially from the Northwest sec-
tion—and we have been told that the number of such complaints is
negligible.

Now, it is perfectly reasonable that people who live on the other side
of the Potomac River will find Dulles a more convenient airport or if
they live near the Pentagon, they will find Washington National more
convenient. We would have no claim on such patronage.
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Mr. Friepen. I am trying to hurry this up.

Do you know what the load was on BOAC?

Mr. Crane. Yes; I do. BOAC handled last year 10,100 passengers
out of Friendship. That is going and coming. And they had a very
fine freight business, which was growing. And right before they left,
their manager was talking to me about the possibility of getting some
more freight space.

Here is a line, Mr. Chairman, that lost $38 million in 1961. How
can anyone rationalize such a carrier going to another airport where
their charges are three times as high #

Mr. Frieper. Do you know what their load is in Dulles?

Mr. Crane. Well, they only left us on March 4 or 5, so I don’t know
how they are making out.

Mr. Frieper. If you could find that out, T would like to have it for
the record.

Mr. Crane. Well, we have to give them a few months.

I think it would be a most salutary thing to reduce this situation to
one of normaley by separating these regulatory agencies from the
regulated.

Mr. Frieoen. Mr. Crane, I think that bears out what I said earlier
this morning. An airline losing a lot of money, and going to another
airport where it is going to cost them another million dollars, it doesn’t
make sense, unless there was something, some persuasion—I don’t
know what it is. But it doesn’t make good business sense to do what
they did.

Mr. Crane. I don’t see how it could be. I know you have these
figures, but I would like to say for the benefit of Mr. Flemphill that
last year, 1962, we had a passenger throughput of 1,435,000 passengers,
3 or 4 times as much as it used to be before we got religion, so to speak,
and the jets came over; but Washington National had about 5 million.

I would like to give you, sir, an indication of the frugality of opera-
tion practiced at our airport. We were given by the city of Baltimore
about a million dollars to run that airport and provide for mainte-
nance in 1962, and we gave back to the city of Baltimore $1.625,000,
on a small throughput of 1,435,000 passengers.

Now, there is just one other thing I want to say to you——

}J{\’Ir. Hemprivn. Since you addressed that to me—I don’t know
why

Mr. Crane. I knew the chairman knew about these figures,

Mr. Hemerron. T am happy to have you address anything to me.
You might enlighten me, though, when you criticize the service peo-
r{le are getting—I have been trying to get a major airline to stop and
do some mail service to the people of the Carolinas at Charlotte. They
won’t do it because they say they would lose some money. It is costing
the business community of Charlotte $150,000 to $200,000 a year. But
they don’t give a hoot about that. All they want is the gravy.

So don’t complain to me about the service, because we have got it.
too. My taxpayers have got it. '

If you find any way to improve the service, you call me collect, and
I will pay you for the advice.

Mr. CraNe. Thank you,sir.

Recently we have written to about a dozen cities telling them what
we would like to do is establish a morning flight, not only from Friend-
ship to Charlotte, or Charleston, but also from Charleston to Friend-
ship and back.
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Mr. Hesera. 1 prefer Friendship to Dulles, and I would agree
with you that maybe Dulles had not ought to have been built. But
since it has been built, I reckon they have to operate it. And I don’t
think the question here is Dulles and Friendship. The question here
is the efficiency of the operation which must be erformed under the
duties and responsibilities which Congress has p aced in the hands of
the Federal Aviation Administration. That is the sole question here,
not whether or not there has been some discrepancy.

T want it understood that the real issue here is not whether or not
there has been some Government interference. I am not quarreling
with you on that. f

I would like to see you build some transportation into Friendship,
because I like Friendship Airport.

But T don’t want to think that is the issue before us.

The issue is efficiency of administration. And I am sure you are in-
terested in that as well as Tam.

That is the reason I was very much interested in what has been
taking place here. Because any time you can improve the efficiency
of Government——

Mr. Friepew. I think we are overlooking one fact here:

I think this goes a little beyond your statement, because we were
talking about profit and loss. We have been talking about running
it with efficiency and making the airport pay. And, for some reason
or another, they are overlooking two facts: One, that they overesti-
mated the usage of the three airports. They thought they would
need ;JY three airports in 1963. It looks like it will be about 1970
or 1975.

But the other thing being overlooked is that Maryland, South
Carolina, paid taxes for Dulles. We are the taxpayers, too. We paid
our money to create this monument, or maybe I should say it was
taken for this purpose.

So now in turn, because we helped to pay our share, don’t cut our
throats. and take away what we have fought so hard to get, and
earned by advanced planning. That is the point I argued with the
FAA about.

Mr. Hexprrin, The taxpayers of Maryland and South Carolina,
I suppose, paid for some things in Charlotte, too, and they can’t
get the service there they want.

But there isn’t any use here in attacking this administration, which
admittedly is doing a fine job, for any mistake of judgment that was
made either in the construction of Dulles Airport or in the estimate
mentioned of the number of people by such and such a date.

Mr. Halaby had nothing to do with that, and neither did g T
sure the distinguished chairman had nothing to do with it, and I am
sure you had nothing to do with it.

Mr. Craxe. Mr. Hemphill, let me say I question the efficiency of
their operation, not only with respect to Dulles, but also in the way
that they have concentrated this service at Washington National.
And it has been notorious, the overcrowding of Washington National.
Articles have been written about it. ' '

T am not only shooting at Dulles.

Mr. Heamermn. Let me tell you about Washington Airport. I
use it, and I use it because I can get back and forth quickly. It takes
me 7 or 8 minutes from my office. And if we had some effectual means
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of transportation to Friendship, in which someone could get there
in 15 minutes, I am satisfied you would reap the benefit.

When I go to New York, which is rare, I go into LaGuardia, be-
cause I cannot get to New York any quicker. And that is one of
the issues here, which was testified to this morning, the facility of
transportation. And that is something you are interested in, and
I am.

I have told my distinguished friend here, vou people, if you come
into the Congress and say, “Build us some rapid transportation to
Friendship,” I would support it in the national interest.

But I don’t think here we ought to compound the mistakes of the

ast and try to block the ambitions of an efficient Administrator to
increase the efliciency of his operation because a mistake is made. He
is not trying to gun for you.

Mr. Craxe. I understand exactly what the issues are here today,
Mr. Hemphill. And T also understand this bill that has been pro-
duced would merge together these two operations—the one at Alex-
andria, which is profitable, the other one, which is a loss, so that you
would have a consolidated figure, and it won’t look so bad, and per-
haps it might not require compliance with the original mandate of
the Congress to make Dulles pay.

I understand what those issue are.

But I also say this—and I am talking more particularly about these
bills introduced by the three Maryland Congressmen. And that is it
would be far better for the air industry as a general thing if you
would take from these regulatory agencies the power of competition
with the airports they are authorized to regulate.

That is what I am talking about. And that, I think, sir, is the
issune.

Mr. Cranke. T know that time is short, Mr. Chairman, but T have
one more thing T want to say.

Here is a study put out by the FAA. It attempts to estimate the
trafic at the two airports under their jurisdiction up to 1967. I see
here it starts out with the traffic at Dulles last year of 56.000, and at
Washington National of 4,892,000. They have projected that up to
1967.

They have gotten hoth of those airports up on the basis of over 4
million. And what has happened to Friendship in that time?

From 1,436,000 last year, it comes down to 1,076,000 this year,
878,000 next year, 956,000, 1,042,000 in 1966, 1,136,000 in 1967.

So while they are expanding, doubling the traffic at Dulles and
Washington National, Friendship ends up by being 60 percent of
what it was 2 or 3 years before.

Mr. Frieper. Do you want to insert that for the record ?

Mr. Craxe. Yes, sir.

(The document referred to is as follows:)

AVIATION FORECASTS FOR DULLES INTERNATIONAL AIRPORT AND WASHINGTON
NATIONAL AIRPORT, CALENDAR YEARS 1903-6G7

Federal Aviation Agency, Bureau of National Capital Airports. Business
Analysis and Forecast Division, November 1962

I. INTRODUCTION

The forecasts presented herewith were prepared by the Business Analysis and
Forecast Division of the Burean of National Capital Airports at this time to coin-
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cide with the opening of the New Dulles International Airport at Chantilly, Va.

The new airport is expected to regain for Washington much of the air traffie
that had been diverted to Baltimore as a direct result of the jet air carrier
aireraft ban at Washington National Airport, and the relative proximity of
Baltimore's Friendship Airport. It is also anticipated that some of the traflic
currently utilizing Washington National Airport will be diverted to Dulles. This,
in turn, will open Washington National to greater usage by elements of general
aviation (business, commercial, and private), an activity that has been seriously
hampered by congestion and lack of space at that airport.

The entire forecast is based on a number of assumptions of a general nature.
These may be summarized as follows:

1. General economy of Nation remains firm: Normal growth with no serious
recessions and no spectacular “bullish” trends.

2 Relatively little change in international picture: Alternating rises and falls
in tempo of cold war accompanied by continuing “brush fire” military activities.

3. Continued experimentation with air fares by various carriers with the usual
cooperation of the Civil Aeronantics Board and other carriers, but with the usual
lack of definitive results.

4. Continued operation of Washington National Airport and Dulles Interna-
tional Airport by the Burean of National Capital Airports as arm of the Federal
Aviation Agency. Continuned operation of Friendship Airport by Baltimore
Authority.

5. Continuation of pure jet ban at Washington National Airport: The fore-
casts show both Washington airports individually, as well as the combined total
for these two major civil air terminals. The forecasts cover the following major
areas:

Alireraft operations Airmail traffic Air freight trafiie
Passenger traflic First-class mail traffic Air express traffic

II. BACKGROUND

Air transportation in the Washington, D.C., area, specifically at Washington
National Airport, has been seriously impaired in recent years by the ban on
turbojet aireraft imposed by the FAA. Asa result of this ban, a considerable
volume of traffic which would ordinarily utilize National has been diverted to
Friendship Airport in Baltimore. This yolume has been variougly estimated to
run as low as one-quarter of a million and as high as three-quarters of a million
passengers annually. Regardless of volume, there is little doubt, even in Balti-
more, that there has been considerable diversion from Washington, D.C., to
Baltimore.

jecause of this somewhat unigue situation, it is necessary Lo combine the
trafiic at National with that at BAL { Friendship) in order to arrive at any intel-
ligent analysis of growth rates and growth pattern in the area during the last
few years. It is likewise necessary to analyze each airport separately for the
prejet era to establish some kind of cornerstone on which to build a “normal”
growth pattern and rate. This is essential since it is almost certain that some,
if not all. of the traffic previously diverted from National to Friendship will be
rediverted from Friendship to Dulles on a gradual basis, commencing with the
opening of that edifice in mid-November 1962, and that some traffic at National
also will be diverted to Dulles.

The key to the volume of activity at any air carrier airport, anywhere, in-
cluding National, Dulles, and Friendship, is the number of passengers. This is
the controlling operating statistic used by the airlines in establishing their
schedules and pattern of service at any location.

1IT. AIRCRAFT OPERATIONS TRENDS

Aireraft operations at National have been limited in recent years by several
factors. Among these are space limitations, both on the ground and in the air,
the changeover by carriers to larger aircraft., the ban on turbojet aireraft, and
the reduction in public demand for carrier services resulting from the jet ban.

With the opening of Dulles Airport for air carrier operations November 19,
1962, it is expected that the overall volume of aireraft movements in the Wash-
ington area will increase substantially. However, activity at National will. in
all probability, decline somewhat and then level off. The moderate overall de-
cline at National will probably be the net result of increases in the military and
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general aviation categories of a lesser magnitude than the anticipated decreases
in the scheduled airline category.

The decline in scheduled air earrier activity at National is projected to be a
continuing one, related to increased use by carriers of jet aircraft and better and
more frequent connecting schedules at Dulles. More and more shuttle-type
activities are expected at National along with increasing demand by general
aviation aireraft for modern facilities. Such facilities have been limited since
several general aviation airports in the Washington area have closed in the past
few years. General aviation aircraft operations are forecasted to steadily in-
crease at National through the 5-year forecast period, and beyond.

Military and general aviation operations at Dulles are projected to commence
almost immediately with the opening date and to build quite rapidly. This, too,
is related to the congestion situation at National, the constantly increasing
public demand for such facilities, the lack of congestion at Dulles, and the avia-
tion publie desire to try out the new airport.

International air carrier operations are forecasted to commence in the spring
of 1963 at a level comparable to the 1962 summertime level at Friendship.
Through the forecast period, such operations are projected to increase at the
rate of one additional daily round trip each year.

The actual record for the last 5 calendar years at National and the forecast
for the next 5 calendar years at National and Dulles are shown in table T (also,
see chart I of appendix).

TaBLE 1.—National and Dulles Airport aircraft operations, calendar years
1958-6%7

[In thousands]

Nutional Dulles

Calendar year
Domes- Domes- | Inter-

tic Other Total tic national | Other | Total
carrier carrier carrier

219 281
308

»

111 months sctual, 1 month forecast.
! Forecast,

Nore—1962 at Washington Natlonal Airport is severely depressed due to prolonged strike against largest
operator at airport. 1958 and 1961 were likewise depressed by airline strikes, but to a substantially lesser
degree.

IV. PASSENGEE TERENDS

Forecasting is always a complieated and hazardous assignment for the person
performing the function, whether in the field of airport traffic and economics,
weather or any other area. Nevertheless, careful analysis and forecasting must
be performed if there is to be a basic fundamental foundation for sound short-
and long-range planning.

Many diverse factors must be considered in developing an estimate of expected
passenger trends during the period 1963-67. Just to mention a few, considera-
tion might well be given to the following factors :

(1) Safety.

(2) Impact of new marketing techniques.

(3) Businessmen air travel complaints.

1. Safety

This has always been one of the major aims and objectives of both Government
and industry leaders and concern is evidenced by these recent statements by well-
known aviation figures. x
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The president of IATA (International Air Transport Association) said at the
annual awards lancheon of the Flight Safety Council on December 6, 1962, “The
real need of civil aviation today is not, in my opinion, supersonic transport but
the establishment of a better safety record at a cost that will still leave air
travel accessible in its price.” [Emphasis supplied.] He added, “the public is
seared far more by the frequency of accidents than impressed by optimistic reas-
surances of statistics.”

W. A. Patterson, United's president, contends the current three-abreast seats
and narrow aisles in coach sections are unsafe.

Continental’s President Robert F. Six says, “The two biggest obstacles to air
travel are fear and fare.”

2. New marketing techniques

On the plus side, it is certain that the industry will continue to propose and
adopt new methods. United is pressing its single class of service concept and
feels there will be a real public interest in this move.

Another innovation which seems almost ready for implementation is a co-
operative industrywide advertising program under ATA direction with a $5 mil-
lion figure mentioned as the ontlay in 1963,

3. Businessmen air travel complainis

Printer's Ink recently sampled a group of businessmen about air travel and
came up with a list of complaints :

“Inadequate, uninformed, and for the most part uninterested counter and tele-
phone personnel ;

“Lost baggage—losing records after bookings are confirmed—bad connections ;

“Delays not due to weather ;

“Bad service at airports ;

“Inadequate transportation to and from airports;

“Inadequate information on delays and not alerting passengers until the last
minute ;

“Food—contrary to airline claims, most passengers feel the food is bad, and

“Long walks from arrival or departure areas.”

After weighing these and other considerations, it was concluded that there
will surely be continued growth in domestic scheduled airline passenger traffic
in the Washington metropolitan area over the next 5 years. The estimates in
table II show that by calendar 1967, National and Dulles will handle a total
of almost 8.8 million passengers compared with 4.9 million in calendar 1962.
(See also chart II of appendix.)

Detailed discussion of the methodology used in arriving at these estimates
appears in the appendix to this study.

TanLy IL.—National and Dulles Airport passenger iraffie, calendar years
1958-67

[Thousands of enplaning and deplaning passengers]

National Dulles

Inter-
Other "ats national
carrier arri carrier

14,459 175
4,924 82
4,631 A6
4, 5381 115
4,775 117

116

119

127

| 134 4,334 3,048

FEaSED . 141 4, 241 | 3,738

1 Division between carrier and other is approximate.
1 10 months actual, 2 months forecast.
* Forecast.

0 0 0 5 C e e e O e
g322888438

V. CARGO TRENDS

Air cargo, mail, express, and freight combined, has been growing at a very
favorable rate during recent years in the Washington area and this expansion
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is expected to continue throughout the forecast period. Factors in this growth
are a growing awareness by business concerns of the potential benefits of air
freight in reducing inventory investment and a more atfractive rate structure.
Table 111 shows an estimate of 168,100,000 pounds for calendar 1967, an in-
crease of 67 million pounds (67 percent) over calendar 1962 (see also chart 111 of
appendix).
Tasee IIL—Total enplaning and deplaning cargo, calendar years 1958-67
[Thousands of pounds]

Calendar year | National | Dulles | Total

71909 |
, 030 |
144
100 2, 530

, 900 | 34, | 115, 900
080 50, & 130, 700
260 |

70, 440

74, 620

1 10 months actual, 2 months forecast.
? Forecast,

TABLE ITI-A.—Mail, calendar years 1958-67

['Thousands of pounds]

Afrmail First class mail

Calendar year | et e s im- N
|
National | Dulles Tots | Dulles

1958 1. _
19501 .
1960
1841

f g 19, 200
19, 460 41, 300 , 584 | 10, 016 20, 600
21, 320 21, B0 3, 1 k 11, 368 | 21,700

on between airmail and first class mafl estimated.
nths actual, 2 months forecast.
ist

TanLe III-B.—Freight and express, calendar years 1958-67

[Thousands of poands]

Air freight Alr express
Calendar year | __ ) sl P DN WS [y s

Total Dulles Taotal

1058 1 P! : | 25, 086
1950 1 |

13, 000 |

20, 00

27, 800

34, 300 63, 700
40, 000 8, 700

1 Divigion between freight and express estimated.,
2 10 months actual, 2 months forecast.
* Forecast.
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APPENDIX
METHODOLOGY FOR SCHEDULED PASSENGER AND CARGO FORECASTS
V. APPENDIX—METHODOLOGY FOR DPEVELOPING THE FORECASBTS

A. Scheduled domestic passengers

1. An analysis was made of the volume of enplaning passengers at Balti-
more Friendship and Washington National Airports in alternating calendar
and fiscal year steps beginning with calendar year 1952. This revealed that
from calendar 1952 through fiseal 1959, National Airport handled 91 percent
of the combined area total passenegers in each of the 14 periods covered. Since
that time, in five progressive steps, the National Airport share declined to B0
percent in calendar 1961.

Coneurrent with this division of traffic between the two airports, the com-
bined total of the two fell from 5.5 percent of total domestic U.S. enplanements
in calendar 1952 to 5.2 percent in ealendar 1954. From calendear 1954 until
calendar 1961, the combined total fluctuated around 5 percent of the [.S. total,
ranging as low as 4.8 percent and as high as 5.2 percent.

During the period that National handled 91 percent of the area total, the
average growth at National in 6-month increments was 4.17 percent per step
while at Friendship it was 5.04 percent. The combined area increase averaged
4.2 percent per step. Since fiscal 1950 the National growth per step has averaged
1.24 percent while Friendship has averaged 21.18 percent. The area total has
averaged 3.72 percent.

2 With this background, a forecast of enplaning passengers in the combined
Washington-Baltimore area was prepared by adding 4 percent per step in
¢-month increments to the actual level experienced in fiseal 1961. The resulting
figures were then divided between Washington and Baltimore on an 80/20 basis
in calendar 1962 with the division increasing in two-point steps to 88/12 by
calendar 1964 and remaining at that level throughout the balance of the forecast
period.

3. At this point, the volume of enplaning passengers projected from Baltimore
was dropped from further consideration and all further efforts dealt with the
Washington portion only.

4. The number of passengers projected to be enplaned at Washington airports
for the forecast period was doubled in order to arrive at total passengers.

5. The next step in this forecasting procedure was (o divide the Washington
passengers between Dulles and National Airports. In order to do this, some
assumptions had to be made. During the first 6 months of calendar 1962, the
average number of passengers per operation at National was 222 Continuing
through the end of 1962 at this rafte wounld require a total of approximately
217,000 operations. This appeared to be a reasonable expectation for calendar
1962 in view of the 227,000 in 1960, 219,000 in 1961, and 108,000 in the first half
of calendar 1962. An assumption was made that approximately 50 operations
per days (30 jet and 20 piston engine) would be utilizing Dulles for the last
6 weeks of 1962. At average loads of 30 passengers per jet and 20 passengers
per piston-engine air carrier aireraft, these 2,100 operations would accommodate
54,600 passengers in calendar 1962. Using known schedules and anticipated
revisions, it was estimated that during the first 6 months of 1963 an average
of 70 jet and 42 propeller operations would utilize Dulles daily. These 20,384
operations, using the same loads, i.e., 30 and 20, respectively, would accommodate
535,080 passengers resulting in a total of 22 484 operations and 589,680 passengers
at Dulles in fiseal 1963.

6. From this point on, the average passenger load per operation at Dulles
was increased in 6-month increments from the 26.2 average in fiscal 1963 to
43 in calendar 1967. At the same time, it was assumed that a gradunal decline
in passenger volume wonld take place at National and the volume was there-
fore projected to decline by 50,000 every 6 months from the projected fiscal 1963
level. With the load per operation at Washington National Airport projected to
remain steady at 25 passengers (latest experience), the number of operations
was projected to steadily decline through the balance of the period.

7. With the total passengers for the two Washington airports forecasted in
accordance with paragraphs 1, 2, 3, and 4 above, and with the volume at Na-
tional Airport determined in accordance with paragraph 6, it became a matter
of straight arithmetic to project the passengers at both airports for the forecast
period.
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B. Scheduled international passengers

The forecast of international passengers is primarily based on assumptions,
because of the lack of any record of Washington as an international air travel
market. It is felt, however, that the assumptions herein are reasonable and
that the forecast in all probability may be on the conservative side.

With the number of international air carrier aircraft operations forecasted as
previously described in Seetion III—Aireraft Operations Trends, the average
passenger load was projected at 25 passengers per operation during calendar
year 1963. Thereafter, every 6 months, the average load was projected to in-
crease by 10 percent.

O. Military and general aviation passengers

Over an extended period of time, this category of activity has averaged 1.5

dssengers per operation at National Airport. This same average load was pro-
Jjected to apply at both airports throughout the forecast period.

The results of the foregoing passenger projections are shown in table IT, along
with the actual record for the 5 previous years at National Airport.

D. Aircargo

The statistical records of FAA are limited insofar as cargo movements through
National Airport are concerned. It is only since the middle of 1959 that detailed
records of the four major components of cargo have been kept. ‘These four com-
ponents are airmail, first-class mail, air freight, and air express. Prior to that
time, the records were kept to show only two components, i.e., mail (air and
first class combined) and cargo (freight and express combined).

The volume of this traffic at National Airport since 1954 has shown a constant
increase in all categories each year. The rate of annual inerease for mail has
ranged from 2 to 24 percent, averaging 15 percent. For freight and express, the
rate has ranged from 5 to 23 percent, averaging 17 percent.

During the three fiscal years that detailed records have been kept, mail vol-
ume has consistently been divided two-thirds airmail and one-third first class.
Other cargo has consistently been divided two-thirds freight and one third
express,

In order to project future cargo volume, the forecasting methodology was
as follows :

1. Using fiscal 1962 actual volume as a base, freight and express was increased
each fiscal year by a diminishing percentage, i.e., 17, 15, 13, 11, and 9 percent,
respectively. Mail was increased by 14, 12, 10, ], and 6 percent, respectively.
The resulting figures were in each ecase, divided two-thirds and one-third in order
to arrive at the total cargo volume in each of the four categories for the Wash-
ington area. Calendar year estimates were placed midway between fiscal year
estimates.

2. Based on historic trends and current levels, the average load per operation
at National Airport was projected at 130 pounds of airmail, 63 pounds of first-
class mail, 175 pounds of freight, and 87 pounds of express.

3. The volume of cargo at Dulles was projected to be the difference between
paragraphs 1 and 2 above. This results in average loads of 225 pounds of air-
mail, 121 pounds of first-class mail, 368 pounds of freight and 186 pounds of
express at Dulles in the first full year of operation—ecalendar 1963. These
average loads increase to 239, 124, 435, and 219 pounds, respectively, by calendar
1967, the last period forecast.

4. The results of this procedure for calendar years 1963 through 1967 are
shown in table III, along with the actual record for calendar years 1958 through
1962,
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TABLE A-1.—Washington passenger trafic compared with U.S. scheduled
domestic airline traflic, calendar years 1958-67

[Thousands of passengers]

1_ Washington U.B. Percent
Calendar yesr | metropolitan | domestic Washington

| area | traffie 2 of
United States

4, 534
5, 006

4,

SPerrprpee
- 8O0 O =l B b e

s
|
TRAM

|

' Enplaning and deplaning total for Dulles and National Airports,
1 Enplaned passengers.
3 Forecast for U.8. domestic trafMie is midpoint of the published fiscal year data,

TABLE A-2.—Year 2000 projections for the National Capital region

|
| 1860 | 2000

2,000, 000 5, 000, 000
B75, 000 2, 200, 000
250, 000 450, 000

Source: ** A Plan for the Year 2000—The Nation's Capital,” report prepared by NCPC and NCRPC
(1961).
TABLE A-3.—U.8. population and industrial production projections

1.8, population (in millions) Federal
= 2 Reserve
| Board index
Total Urban of industrial
production
(1957 =100)

26
44
108
22
70

! Middle-range projections used by Hesources for the Future stafl and consultants in its comprehensive
appraisal of prospects for the U.B. economy.

Bource: Resources for the Future—Annual Report 1061 (December 1961), Resources for the Future, Inc,
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CHART 1

FEDERAL AVIATION AGENCY
BUREAU OF NATIONAL CAPITAL AIRPORTS
NUMBER OF AIRCRAFT OPERATIONS
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Mr. Frreper. Thank you, Mr. Crane.
Mr. Barnes, Baltimore Association of Commerce.

STATEMENT OF KARL J. GRIMM, TRANSPORTATION DIRECTOR,
BALTIMORE ASSOCIATION OF COMMERCE

Mr. Griarar. Mr. Chairman, T am Karl J. Grimm, the transporta-
tion director of the Baltimore Association of Commerce.

I submitted, last May, a formal statement on the position of the
association on this question: That statement is reproduced in the
printed records of the hearings of May 2, 3, and 4.

The position of the Association of Commerce of Baltimore today 1s
the same as it was then.

The two things that I desire to speak on at the present time are,
first, this question of conflict of interest which has been tossed around
here all morning and most of the afternoon.

Mr. Halaby, on page 8 of his statement, stated that he did not be-
lieve that there was a conflict of interest, either in theory or in practice.

Now, I have the highest regard for Mr. Halaby, and his integrity,
and I will take at full face value his statement that there has never
been any effort to—on the part of the Federal Aviation Agency—to
exert any pressure in this situation whatsoever.

The fact remains, and it is a very plain fact, that there is no need for
anyone to exert any pressure. Noone denies that the Federal Aviation
Agency has certain regulatory powers over the airlines. And so long
as those regulary powers exist, it is only ordinary human nature to
expect that the airlines will come before the Federal Aviation Ad-
ministrator on bended knees. He won’t have to ask for anything.
They will suggest.

It reminds me very much of the situation I ran into in a small town
in which I lived a few years ago, where the circuit judge for the county
was also the vice president of one of the two banks. T don’t need to
say which one of the two banks was by far the stronger. Nor do I
need to say that that bank had an extremely excellent collection record.
1 remember I got a little behind a couple of days on a note, and I got a
call from the judicial chambers, advising that perhaps it would be
best if I made that payment.

Now, the bills which have been introduced by the chairman and
Mr. Long, and others, creating the Board, an independent board to
operate Washington airports, have been criticized largely on the point
that the bills themselves do not—do nothing more than create a bare
skeleton board without detailing what its powers and duties shall be.

In that connection, at the hearings last year, there were introduced
some amendments to these bills which I prepared. Those amend-
ments are, of course, not the whole answer to the question. But we felt
at the time that they at least furnished some starting point by which
the committee could consider filling out the flesh of the bills that had
been offered.

From our standpoint, the problem here is not one of whether the
Washington airport should [l)e administered by a corporation or by
an independent board.

The real question here comes down to one of conflict of interest—
whether it is real or potential.

98-1565—03——7
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The potential certainly will exist so long as the Federal Aviation
Administration has any regulatory power over the airlines.

That concludes my statement.

Mr. Frieper. Mr. Grimm, I want to thank you.

I know your views of last year, I assure you that when the com-
mittee considers these bills vour amendments will be considered.

Myr. Grimoy. Thank you, sir.

Mr. Heseuine. No questions.

Thank you, sir.

Mr. Friepen. Thank you very much.

STATEMENT OF CHARLES ALLEN, CHAIRMAN, MARYLAND STATE
AVIATION COMMISSION

Mr. Avcen. Mr. Chairman, my name is Charles B. Allen, I am
chairman of the Maryland State Aviation Commission, I am here
merely to make a very short statement, to confirm the statements that
have been made by Mr. Crane, representing the Baltimore City Air-
port Board, and others, in support and in favor of the bill under
consideration.

We of the State aviation commission are as much and as vitally
interested in the successful operation of Friendship Airport as are
the people from the city of Baltimore and the surrounding counties.

We feel that aviation service and transportation to the communities
of Maryland is muech more important now than it has been in the past.
We are confident in our own minds that the operation of the two air-
ports in serving the city of Washington under an independent hoard
will render us a position where we can at least receive favorable treat-
ment without any regard to the financial, econoniie, or other opera-
tions of the airports as we fear and feel we have received under the
operation of the airports by the Federal Aviation Agency.

We are of the opinion that the three airports now serving the Balti-
more-Washington area, while they may not be needed to their full
capacity at the present time, will at some time in the future bhe
needed to meet the demands and ultimately there will be an addi-
tional airport needed to serve the Baltimore-Washington complex.

We are very much distressed at the apparent program that is now
in activation. We have lost a number of flights. We are not receiving
adequate air transportation within the State of Maryland at Friend-
ship or at our other communities. The State has just recently com-
pleted a survey of air transportation within the State of Maryland.
This is a matter of record with this committee. It is also a matter of
record with the Congress and with the White House.

We are hopeful that we can be placed in a position where the air-
lines that serve the city of Baltimore will for once accent their public
service responsibility and give the State of Maryland, through
Friendship, and through onr other communities, the services to which
we are entitled, services which we are not at the present time, in the
opinion of the State of Maryland, receiving.

Thank you very much.

Mr. Frieper., Thank you very much, Mr. Allen.

Mr. Carleton Massey, county executive of Fairfax County.
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STATEMENT OF CARLETON MASSEY, COUNTY EXECUTIVE OF
FAIRFAX COUNTY, VA.

Mr. Masspy. Thank you, Mr. Chairman. :

My name is Carleton Massey, county executive of Fairfax County.

You will recall perhaps that I appeared here in May, as most of
the others that have appeared before you this afternoon have indi-
cated. And the statements made at that time are basic to the ones
I would like to ask you to consider today. And I will not repeat them
in that fashion.

I appear here on behalf of the board of county supervisors of Fair-
fax County, Va., interested solely in the portion of the matter before
you that deals with the ultimate use of the airport access road.

Our board has consistently, working with representatives of the
Federal Aviation Agency, felt that this must and should be retained
primarily as an access road serving its prime purpose, at the same
time serving the community in any fashion which would be possible
that would not interfere with this main purpose of rapid transit
between the District and the airport, and other areas served by the
alrport.

We had understood from the beginning, reiterated again 2 years
ago by Mr. Halaby, that there was ample right-of-way acquired for
this road to be used at a later date by some other agency which could
afford or could arrange to construct service roads along either side
of the two center lanes that now exist, or the center lanes going to the
airport. This is our sole concern today—that nothing be done here
that will prevent the use of that right-of-way as we have always
understood it would be made available under appropriate conditions,
the details of which I think would not necessarily be appropriate to
go into this afternoon.

Mr. Chairman, really that covers everything that I have to say

to you.
This road has as a major barrier, of course, separated numerous
communities of Fairfax County, land and people, for miles, where
they might have been next door neighbors a few years ago. We have
felt that this is progress, and that we must live with it. We feel that
these access roads alongside the main road would help remove this
barrier from that standpoint, permit people to underpass where the
underpasses now exist.

And, of course, we would like to utilize the main road for main
traflic, including loeal traffic to such extent as it would not be detri-
mental to the airport trafiic.

I thank you.

Mr. Hemeninn, I think you made a very fine statement. 1 would
like to ask you one question :

Does Fairfax County have zoning ?

Mr. Massey. Yes; it does.

Mr. Hempainn, The area around the airport and adjacent to the
access road, is it zoned in any way ?

Mr. Massey. Yes; all of Fairfax County is zoned.

Mr. Hempraiirn. How are those portions zoned that are adjacent to
the right-of-way of the access road?
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_ Mr. Massey. Primarily, without undertaking to tell you specifically
in specific locations, the general area through which the access road
now passes will be zoned for what we call low density residential de-
velopment, with the exception of a substantial plan of development in
the Reston area, with which I am sure you are familiar, which con-
templates industrial, commercial, high density, low density, and the
general grouping of a planned community.

Mr. Hemerinn, Does your zoning contemplate the use of jet air-
craft, takeoff and landing, of all of the runways of Dulles?

Does it take into consideration the fact that the jets are going to
be coming in and going out over people who are going to be screaming
about noise abatement 10 years from now? '

Mr. Massey. Very definitely ; yes.

Mr. Hemeumn, 1 just wonder how soon we are going to have some
Virginians up here crying about noise abatement.

Mr. Massey. I could not comment on that now.

I am hopeful that the experience may not be as bad as the antici-
pation in some quarters.

Mr. Hesmerinn. You wait until you get some of these people up here
that have taken the Federal money, and built a fine Federal airport,
and then put the houses underneath it, and come up here and act as if
we have done them a great injustice.

I want to ask you one other question.

I believe you said that Mr. Halaby stated some years ago that those
portions of the right-of-way which are not used primarily for the
access highway itself would be made available for roads to run along-
side the access highway.

Mr. Massey. 1 don’t think T made that positive a statement. I said
he stated in a letter to Senator Byrd, in 1961, that this was an ap-
proach to providing service, and he would be delighted to cooperate
in that fashion.

Mr. Heseair., Isthere room there for that?

Mr. Massey. Hesostated in that letter; yes, sir.

Mr. Hesentir. If that were made available to Fairfax County
and/or the State of Virginia, who would undertake the responsibility
of putting in the extra strips of road?

Mr, Massey. It would almost of necessity have to be the Common-
wealth of Virginia, since they are the only roadbuilders in Fairfax
County. The county does not build or maintain roads.

Mr. Hemeainn, Thank you.

Mr. Frieper. Thank you very much, Mr. Massey.

Mr. Jack Klingel, administrator, Fairfax County Development and

Jeonomic Committee.

Mr. Livingston Goddard, chairman, Highways Committee, Fairfax

Chamber of Commerce.

STATEMENT OF LIVINGSTON GODDARD, CHAIRMAN, HIGHWAYS
COMMITTEE, FAIRFAX CHAMBER OF COMMERCE

Mr. Gopparp. Mr. Chairman, my name is Goddard, Livingston
Goddard. I live in Fairfax County. I am here representing the
Fairfax Chamber of Commerce.

Mr. Halaby said this morning that to the people of Fairfax County,
the limited access characteristic of the Dulles Highway was unpleas-
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ant, unpopular, and onerous. And T think that very able public
servant did express accurately the opinion of the Fairfax residents.

Now, I am not here, sir, to discuss the question of access to the pave-
ment, to the paved road. I think that issue has been discussed at great
length over the last couple of years, and there is nothing I can add, or
any organization can add to the discussion,

It would seem to me that this big, beautiful empty road, on the basis
of the conversation this morning, is going to be empty for quite a lot
of time ahead. But I am addressing myself to section 7 of the bill 826.

The Fairfax County Chamber of Commerce has anthorized me to
propose for your consideration an amendment to that—to section 7.
And section 7. of course, is that part of the act, or the bill that we are
discussing today that relates to the limited access highway, to the
Dulles Highway.

And the proposed amendment that I will leave with the clerk and
with you, reads briefly as follows:

The Corporation or any other Federal agency as successor is directed to trans-
fer to the State of Virginia or any appropriate agency thereof upon the applica-
tion of such agency the rights-of-way adjoining and parallel to the Dulles access
road, heretofore constructed and to be constructed, to enable the construction of
additional highway lanes within the right-of-way required for and parallel to
such access road to meet local traffic needs.

Mr. Chairman, Mr. Hemphill, the purpose of submitting this pro-
yosal is really in line with what the Re resentative from Virginia, Mr.
%Smylni]l, said this morning. He stated—and everything that we have
heard today confirms that statement—that Virginia is ready to accept
the obligation of constructing those additional rights-of-way, to give
relief to the residents of Fairfax County.

This, in our humble opinion, would be an active magnificent stimu-
lus to the economy. And it is something that we hope that this
committee will incorporate in any Jegislation that it passes, or that
Congress does pass, directing the Federal Aviation Agency to support
the new Corporation, to transfer those rights-of-way to Virginia.

That is my statement. T am most appreciative of the opportunity of
being able to be here and give it to you, sir,

Mr. Friepen. Thank you, Mr. Goddard.

Any questions?

Mr. Heaprmu, My recollection of section 7 of the bill—because
my attention was called to it this morning—I will have a copy of the
bill in just a second.

Mr. Gopparp. Section 7, page 8, Mr. Hemphill.

I think the real guts of t]i)le difference that we propose is the change
from “authorize” to “direct.”

Mr. Hexrearon, “Under mutually acceptable terms and conditions,”
is the way section 7 at present reads. And that is the part I want to
direct your attention to.

If we use your word “direct” instead of “guthorize” and at the
same time instead of saying “under mutually acceptable terms and
conditions.” wrote into that section language which would say in effect
¢under such conditions as will preserve the presently constructed roads
as limited access roads,” would that accomplish the same purpose !

Mr. Gobparp. Well, if it does accomplish the purpose—and I think
that you have analyzed it correctly—this would certainly be acceptable
to Fairfax.
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I think that the objective would be to leave untouched or unchanged
the limited access characteristic of the road for all the reasons that
were stated today.

But that when it comes to the question of the outside lanes, the addi-
tional rights-of-way, then Virginia should have its opportunity to
build on those rights-of-way, or if the agency that will direct the
affairs of the Federal airport road is transferred to some other agency,
that whatever other agency gets the right to control the road, it should
be directed to turn over the outside lanes to Virginia—without chang-
ing the present intent of Congress regarding the limited access portion
of the present pavement.

Mr. Hesericn, Of course, my question then would naturally be—
when you speak of “outside lanes”—I had not heard that term used
before.

Would those outside lanes be eontiguous to the lanes presently in
existence?

Mr. Gopparp. Yes. That whole right-of-way is 400 feet.

Mr. Hesramin., If they are contiguous and touching you destroy the
limited access features.

Mr. Goppar. T think the FAA representative here can clarify that,
from a technical engineering point of view. But my understanding
always has been this was contemplated, this was intended, and that
the outside lanes can be so constructed so as not to interfere with the
limited access portion of the so-called inner lanes.

Mr. Hemermun, Thank you.

Mr. Frieper. Thank you very much.

Mr. FriepeL. We have with us Congressman Lankford. T will eall
on him at this time.

STATEMENT OF HON. RICHARD E. LANKFORD, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MARYLAND

Mr. Lankrorp. Mr. Chairman, I have no prepared statement. T felt
that much of what I would say has already been said, except that I
want to emphasize some facts as to the conflict of interest between the
jobs of FAA as a regulatory agency and that as an operating agency
of two airports.

Mr. Chairman, I know you will remember in a meeting with Mr.
Halaby when he said that his job was to make Dulles Airport pay,
and that he was going to use every means he could to make it pay.

Now, we cannot. point to any specific instances of pressure, except
that the Chairman of the CAB, Mr. Boyd, said that if an airline want-
ed to be certified as serving Washington, they would have to fly into
Dulles.

Now, we know that a great percentage of the people who fly out of
the Washington area are closer to Friendship Airport than they are
to Dulles Airport. This, in itself, seems to me is pressure, which takes
away the convenience of air travel from the traveling public.

. Let me just emphasize one thing, when we are on the question of
influence.

The British Overseas Airway Corp., which did shift their entire
operation to Dulles during the first week of March, gave as their reason
for shifting to Dulles, “The FAA has pointed out clearly and em-
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phatically that Chantilly will be the official jet airport for the Na-
tional Capitol.”

Now, here we have it right in black and white—despite the fact
that a great, great percentage of the people who fly out of the National
Capital area are closer to Friendship than they are to Dulles.

Now, we are not asking any preferential treatment for Friendship,
as you well know. We simply ask that Friendship be put on equal
basis with National and Dulles.

And we ask that this be accomplished by setting up an independent
board, which would run Washington National Airport, and the Dulles
International Airport, and take these operations out from under the
Federal Aviation Agency, which is in a position to channel either
directly or indirectly traffic into Dulles Airport.

Mr. Chairman, this is all T have to say. I am sure that much of it is
repetition. But I cannot emphasize how strongly I feel, and how
strongly the people of Maryland feel, how strongly the Governor of
Maryland feels !‘lluu we are frankly getting the short end of the stick
on this, and that the people who are closer to Friendship than they
are to Dulles are not getting the service which they deserve and need.

Mr. Frieper. I want to thank you for your very fine statement. I
think you have brought out precisely but briefly what we have been
covering all morning and afternoon.

Mr. Heseinn. No questions, thank you.

Mr. Frigper. Mr. Joseph Gearhart, representative of Herndon, Va.

STATEMENT OF JOSEPH GEARHART, REPRESENTING THE TOWN
OF HERNDON, VA.

Mr. Grarrrarr. Mr. Chairman, gentlemen, T want to thank you for
hearing me. I represent the town of Herndon, Va., which, as you
know, is the only little town that is more or less astride the Dulles
access highway.

At the time the land was acquired for this highway, there was
sufficient land acquired by the Government to provide two ramps to
and from the airport at the intersection of Route 657. There was
also acquired sufficient land in the opposite direction to go to and
from Washington, again at the intersection of Route 657.

There has been a lot said this morning about the past, perhaps
misunderstanding of the past Administrator, and the fact that Mr.
Halaby has inherited—and I must concur that he has inherited—a
rather difficult situation there.

It is apparent that Mr. Halaby is maintaining the policy of his
predecessor, because T don't believe he has any other choice under the
present circumstances.

I do not believe that it was ever the intent that this roadway, which
should be on a nonaccess basis, at a later date, when the airport is in
full operation, that it should be that way. But to deny the people
of Herndon, the only little community access and egress to this air-
port access road to Washington is something that we would like you
to consider changing in your future bills.

Thank youn very much.

Mr, Hemprine. Is Herndon incorporated ?
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Mr. GearHART. Yes, sir.

Mr. Hemprine. Are you the mayor?

Mr. Gearuart. No, sir. I have been appointed by the mayor to
represent him.

g[l'. Hempaiir. Is this the only way you can get to Washington ?

Mr. Gearmarr. No, sir. There were some other roads, and they
still are in existence, that were used prior to the existence of the Dulles
Airport.

)}r. Hempnmn, Are there any roads not being used to get from
Herndon to Washington now that were being used before (T)e}' built
the access road?

Mr. Gearnarr. I beg your pardon ?

Mr. Hemprmn, Are there any roads you don’t use now to get back
and forth to Washington that you did use?

Mr. Gearmarr. No. Frankly, Mr. Hemphill, what most of the

eople in Herndon do is perhaps what was referred to this morning

y Mr. Halaby. Originally there were U-turns there, which have
been chained off. That we know. In fact, it is a little bit of a
dangerous situation, because Herndon is the only community on this
highway that can offer the necessary medica] facilities in the event
there is an accident on this road, which there were quite a few this
past winter. And those people had no opportunity at all to turn
around on the once-upon-a-time provided U-turns, which have now
been chained off.

Now, from a traflic standpoint, it is obviously not proper to use
U-turns to go toward the airport, make a U-turn, and go to turn.
What the people do now, they frankly drive up to the airport, which
is approximately a mile and a half away, go over the bridge, and
come back to Washington. It is the only method they have to go to
Washington. Because the other roads that were in existence before,
granted, have been considerably deteriorated through the last two or
three winters. And, of necessity, when a good highway is there, on
which there is practically no traffic at all, except on Sunday, when we
see visitors going by, it is only human that the people in that area
want fo try to use that highway.

Mr. Hemprinn, Thank you very much.

Mr. Friepen, Thank you.

I would like to make one point right now.

We believe in fair competition. I just want to show how Maryland
has been treating Dulles Airport and Friendship Airport.

Our State road commission, the Maryland State Roads Commission,
are building a beltway around Maryland that leads into Virginia.
They have completed the end that leads into Virginia, to go over the
bridge, to go to Dulles, but they have not completed the beltway that
will lead to the Baltimore-Washington-Friendship Road. We have
been more than fair. In fact, we have made it easier for people to get
to Dulles than to get to Friendship and this was done |[)y our State
roads commission.

Mr. Hexprmir, Not only is it fair—but you have echoed what T said
this morning about the ingenuity of Virginia in getting things out of
other people. '

Mr. Friever. Now, we have the Honorable Armistead L. Boothe,
Virginia State senator, from Alexandria, Va.
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STATEMENT OF HON. ARMISTEAD BOOTHE, VIRGINIA STATE
SENATOR, ALEXANDRIA, VA,

Mr. Boorme. Mr. Chairman, Mr. Hemphill, first of all, sir, I want
to point out that for a long time Maryland has gotten a great deal
from Virginia, starting in the time of King Charles, when you got all
the way up to the low watermark on the Virginia shore, on the Potomac
River.

I am happy to say we are sharing that now.

Before making a very brief statement, I would like—Mur. Hemphill,
you have shown a great deal of interest today in the zoning around
the airport. And I think Carleton Massey misunderstood your ques-
tion to some extent.

Actually, both Fairfax County and Loudoun County, one in the
10th District and one in the 8th District, do have excellent zoning
laws. Fairfax, particularly, has zoned the area around the airport
industrially, so as to give a wide buffer st rip there for the planes
taking off from the runways, so there will be no complaints.

One of the satellite cities which is contemplated, Reston, 1S S0 con-
structed between the ranways that the flights will not go over it. That
will be one of the biggest residential areas right near there.

Mr. Hempainn, Thank you.

Mr. Boorne. Gentlemen, in a very few minutes today, T want to
say I am here as a citizen of northern Virginia, interested in section
7 of this bill, H.R. 826.

Section 7 is the one which would make possible the use by the north-
ern portion of Virginia of what has been referred to as the four out-
side lanes. I think we should say that when the right-of-way for the
Dulles Airport road was acquired, it was acquired 400 feet wide. The
bridges which have been built in most instances, not only span the
four inside lanes, as we call them, two going east and two going west,
but are wide enough to span four more lanes. They would not quite
be continguous, or adjoining. There would be strips between them.
And T think that is a most important point for you to know.

In other words, they would not go into each other.

The thing which impresses me about this proposal—incidentally,
the State Highway Commission of Virginia, Hon. H. H. Preacher
Harris. has told the FAA that Virginia would be interested in acquir-
ing these four outside lanes, in the outside rights-of-way. And both
the commissioner and the Governor off the record have indicated it
would make a very good location for a toll road which would be self-
sustaining.

Now, a request has been made, informal request, by Mr. Harris of
the FAA for the turning over of these lanes. And as the FAA has

ointed out, they would certainly want to know that the roads were
ully designed, engineered, and funded. And if these things were
done, these requirements met, and a proposition placed before them,
it certainly would be considered—I do not say it wonld be accepted.

Gentlemen, this is one of these happy proposals which are too few in
legislative halls, where everybody could be made happy, at no expense
to the Federal Government—if we can be certain that section 7 of this
bill, even in its present form, or perhaps slightly modified, could be
passed.
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FAA would be happy, because it would retain the four inside lanes
for exclusive use of the airport as an air road. The traffic would be
unimpeded, it would be throngh and express traffic. Virginia would
be happy, because it would then have an opportunity, along with the
responsibility, to build a vital link in its 50,000-mile highway system
in an area where it is most greatly needed, and where the burdens of
traffic are the heaviest.

Thirdly, northern Virginia, including Fairfax County, Herndon,
Loudoun County, will be happy, to get a road to relieve the frust rating
and the incredible traffic congestion on their highways. And to get
a road for once which at the time it is needed, instead of 10 years too
late.

And, fourthly, the taxpayers will be happy because Virginia does
plan to construct a four-lane limited access road, not at the general
expense, but as a toll road, a facility which will pay for itself.

Congressman Broyhill, I understand, this morning, from what he
told me, called the Commissioner yesterday and confirmed this him-
self.

Actually, T think we would even make the Air Transport As-
sociation happy. They testified they didn’t want it put into the cost
of the airport. And if this were done, the cost of the highway along
the four other lanes and the rights-of-way could be taken out of the
cost. of the airport.

Baltimore, T believe, Mr. Friedel, would not be unhappy, because
its citizens would perhaps be even positively happy to know that only
four lanes would be made available to Dulles, and we won’t be making
eight lanes available to them in the definite future.

Lastly, and mostly, Congress would be happy. because all these
benefits can be bestowed and all these blessings bestowed without one
penny’s cost to the Federal Government.

And I want you to consider, Mr. Hemphill, this is an example of
Virginia’s ingenuity to getting something built at no expense to you,
and where we are using our ingennity, not to get 100-percent. aid, but
zero-percent aid from the Federal Government.

Mr. Hemeriin. T compliment the gentleman on being a living ex-
ample of that ingenuity.

Mr. Frrever. Sir—you said everybody would be happy—the FAA,
you mentioned various towns of Virginia, and you presumed that the
people in Maryland would be happy. But you have not said one word
about Friendship being happy. I don’t think Friendship would be so
happy.

Mr. Boorug. Well, sir, if you continue this hearing until tomorrow
morning. T will be back here, and overnight I will think up some way
to make Friendship happy.

Mr. Frrever. Are you opposed to the bill T sponsor, or in favor of
it, or the airport corporation bill—or are you only interested in the
access roads?

Mr. Boorre. We are interested really only in the access roads.

Mr. Frieper. You are not in favor of either bill or against it. but
just want to make sure you have use of the access roads?

Mr. Boorre. You put—if you put me on the spot and made me
answer the question, I would do it for you. All we want is this:
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Regardless of what form the bill or bills go through, just have this
section 7 in.

Mr. Frieper. You speak of this 400-foot highway, and say the FAA
isusing half of it

Mr. Boorne. Yes,sir. They are using the inside part.

Mr. Frieper. 200 feet on each side you would want ?

Mr. Boorne. No, sir. Actually, as I understand—the whole right
of way is 400 feet. They are now using approximately 150 feet in
the middle.

Mr. Friever. In other words, what you are asking for is part of
each side of the road, is that correct ?

Mr. Boorse. Yes, sir. The rights of way have already been bought.

Mr. Frieper. I understand. But they would be squeezed right there
in the middle, and they couldn’t expand because you would be on both
sides.

Mr. Boorie. Mr. Friedel, it would not be squeezed. There is plenty
of room for two lanes going west and two lanes going east outside of
the existing lanes. You have got a median strip now, and two lanes
west and two east.

You would have two more median strips outside of those lanes, and
bevond that two more lanes still. And in most instances bridges span
all of that.

Mr. Friepen, Thank you very much.

The meeting is now adjourned.

(Whereupon, at 3:20 p.m., the committee recessed, subject to the
call of the Chair.)
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THURSDAY, MARCH 28, 1963

House oF REPRESENTATIVES,
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS
oF THE CoMMITTEE ON INTERSTATE AND FOREIGN (COMMERCE,
W ashington, D.C.

The subcommittee met, pursuant to notice, at 2:05 p.m., in room
1302, Longworth Building, Hon. John Bell Williams (chairman of
the subcommittee) presiding.

Mr. Wirriams. The committee will come to order, please.

This afternoon the committee continues hearings on bills which
would establish a method of control over the operation of two airports
in the city of Washington.

Mr. Friedel on the committee has indicated that he had several
questions he would like to propound to the Administrator and the

dministrator very graciously agreed to come before the committee
this afternoon.

May I say that we will have to vacate this room at 3:30, so we will
have to adjourn these hearings before that time.

Mr. Halaby, will you come around, please !

STATEMENT OF N. E. HALABY, ADMINISTRATOR, FEDERAL
AVIATION AGENCY—Resumed

Mr. Wiruians. I believe you testified previously on this bill, didn’t
you, sir

Mr. Harapy. Yes, sir; several times.

Mr. Winriams. I wasn't present that day, but I believe you did
testify, so we will let the record—if it is agreeable with the com-
mittee—show this as a continuation of Mr. Hulaby’s testimony.

Mr. Harapy. I have one thing I promised at that hearing, Mr.
Chairman, which I can hand to you now. Ii is a letter enclosing
the business policy that are now following with respect to these air-
ports. That was in response to a question as to what we would do
under the new Corporation in the way of business policies that we
aren’t already doing.

The second item is a table showing the Washington National fore-
cast of finuncial results of operation, the Dulles International fore-
cast. and the consolidated operation. T had made the point last week
that in the operation of this airport, we were not really offering
unfair or unjust competition to any other airport. In fact, we will
be running a deficit operation at Dulles for several years, and to
keep the deficit within limits, we will have to charge twice as much
as comparable airports in many categories of cost, So that table is
attached.
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Then finally, T was asked to provide for the committee a compara-
tive analysis of administrative costs associated with the two bills,
H.Rl. 2081 and H.R. 826. I can perhaps, to make it easy, read the
totals.

The table that T am referring to is entitled “Comparative Estimated
Annual Administrative Expense.” It is dated March 25, 1963. Tt
is submitted in response to the committee’s request. It shows that
if the Congress enacted the Corporation bill introduced by the chair-
man, these annual administrative expenses would be approximately
$854,000. If the Congress enacted the Airports Board proposal, the
total administrative costs would be $1,106,000, a difference of approxi-
mately $250,000.

If I may give you these in an original and one, I think they are
pertinent to this hearing as well as the previous one.

These are straight administrative expenses, Mr. Chairman. They
do not relate to interest and depreciation and the capital base of the
two airports. They are strictly administrative expenses of the head-
quarters, the costs of contracting services, personnel, legal, budget,
administrative support. It assumes that the operational costs, the
interest and depreciation, would remain the same in either case.
These are strictly the administrative costs.

Mr. Winiams. Let it be received for the record. Thank you.

(The document referred to is as follows:)

FEDERAL AVIATION AGENCY,
OFFICE OF THE ADMINISTRATOR,
Wasghington, D.C., March 28, 1963.
Hon. Jouy BELL WILLIAMS,
Chairman, Subcommittiee on Transportation and Aeronautics, Committee on I'n-
terstate and Foreign Commerce, House of Representatives, Washington, D.C.

Dear Mr. Cramvax: In the course of my testimony March 19 before your
subcommittee on H.R. 826 and H.R. 2081, I agreed to supply certain information
for the record. Accordingly, there are enclosed (1) a statement of the Agency’s
business policy for the National Capital airports; (2) an estimate of the deficit
that will be incurred at Dulles International Airport in the next 5 years; and
(3) a comparison of the cost of operating the National Capital Airports under
a Corporation as proposed by H.IL. 826 and under the Board as proposed by
HL.IZ. 2081.

In my statement to the committee I cited, as an example of present fiscal
inflexibility, an instance in which the Agency had to defer installation of park-
ing meters pending appropriations even though anticipated revenues would have
exceeded the cost of installation. Mr, Friedel inquired as to why the Agency
could not contract to buy meters under an arrangement whereby the receipts
would be used to pay the contractor as they accrued. My General Counsel
advises me that such an arrangement is prohibited by R.S. 3732 (41 U.8.C. 11).
That statute provides that “No contract or purchase on behalf of the United
States shall be made, unless the same is authorized by law or is under an
appropriation adequate to its fulfillment * * *.”

Thank you for providing me the opportunity to present my views on this
proposed legislation.

Sincerely,
N. E. Havany, Adminiztrator.

0OA 5400.1
FEDERAL AVIATION AGENCY,
Washington, D.C., November 5, 1962.

Order.
Subject : National Capital airports business policy.

1. Purpose.—This order prescribes the business policy which will govern the
administration and operation of federally owned civil airports under the juris-
diction of the FAA in the Washington metropolitan area.
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2. References.—Title V of the Independent Offices Appropriation Act of 1952,
passed August 31, 1951, sets forth the sense of Congress that airports shall be
self-sustaining to the full extent possible. The basic policy of the executive
department of the Federal Government is contained in Bureau of the Budget
Bulletin 583 and Circular A-5 dated September 23, 1959. This business policy
is also consistent with goal 19 of the horizon report dated September 1961,

3. Background.—This order has been prepared to set forth in concise, compact
fashion the business policy to be followed by the Bureau of National Capital
Airports. The policies and procedures in effect at this time have been reviewed
and refined to develop a uniform, up-to-date business policy that can be applied
to both Washington National and Dulles International Airports.

Bstablishment of this policy is in accordance with the recommendation of
the Comptroller General of the United States in a report to the Congress on the
operations of Washington National Airport.

4. General policy—(a) All airports under the jurisdiction of the Bureau of
National Airports will be operated on a self-sustaining business enterprise
basis. It will be the objective of management to obtain full cost recovery in
ench major cost area with every user paying the costs of facilities and services
provided them. Rates will be set at levels which will provide sufficient revenues
to recover all expenses in each '

(1) Concession contracts will normally contain a provision requiring a mini-
mum annnal gnarantee snfficient to recover at the very least, full cost, and the
guarantee will equal or exceed the rental rate for the space occupied, in addition
to the standard provision of a percentage of gross receipts.

(¢) The Burean will select responsible contractors to furnish appropriate sup-
port services and concessions. They will be required to provide good service
and products at fair prices to the publie.

(d) The Bureau will select concessionaires and operators who will con-
tribute to the appearance of the airports and will provide a quality operation
commensuriate with the decor of the first-class airports serving the Nation's
Capital.

() Consistent with the policy, as clarified in 27 Federal Register 7054, July
25, 1062, that applies to arrangements for the conduct of aeronautical activities
on public airports on which Federal funds have been expended, the Bureau will
not grant exclusive rights for such activities on the Washington National and
Dulles International Airports.

Harorp W. Gr!
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NATIONAL CarrroL AIRPORTS CORP.

5-year forecast of financial results of operation (I.'H’;‘ﬁ"—.‘?%l[
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COMPARATIVE ADMINISTRATIVE CosTS ASsocIaTEp with HLR. 2081 AxND
H.R. 826

The Bureau of National Capital Airports presently receives staff support from
other organizations of the Federal Aviation Agency for such services as person-
nel work, legal services, contracting, as well as overall management direction.

Under a Corporation as proposed in HLR. 826, these relationships would change
little if any, and even if the Corporation were to reimburse other elements of
the FAA for cost accounting purpose, only a shift in funding would result with
no overall increase in Government funding,

Under H.R. 2081 (the Washington Airports Board proposal), the two airports
would be administered under a five-man Board as an independent agency. As
such, the Board would no longer have access to the present staff support seg-
ments of the FAA and would have to form within its own personnel framework
completely self-sufficient staff organizations.

In the absence of any detailed knowledge of operating practices under H.R.
2081, the cost comparisons set forth below have been made under assumptions
designed to offer the most conservative cost estimates for the board (commission)
form of organization versus the corporation form of organization. These as-
sumptions are:

(1) Nonsupervisory FAA man-hours now expended on airport matters
would—in the long run—be eliminated from FAA budgets ;

(2) The managerial system presently existing in the Bureau of National
Capital Airports would remain unchanged under either form of organization;

(3) Under the board (commission) form of organization it would be
necessary to add key supervisors for those specialized skills not now existing
in the Burean of National Capital Airports,

Estimated comparative administrative expenses under the two different con-
cepts appears in the following summary.

Comparative estimated annual administrative expense

Item | Corporation Board

Executive dlrection. ... oo - 1§14, 400 2 3201, 500
Headquarters administrative expense. 3 752,000 752,000
Contracting services.. ......._..... 31, 000 42 000
Personnel services e + 8, 000 § 24, 000
Le.gal services_ . %o - D ¢ 36, D00 b 48, 000
Budget services. . ............ Y i 4 8, 000 § 24, 000
Administrative support Servioes ... e oo e aemnna 4 5,000 4 15, 000

U L A s Mt i ! 854, 400 1, 106, 500

! Prorated portion of top-level FAA executive guidance ($10,000) plus estimuted salaries and travel ex-
penses of the Advi ; Board members (%4,400),

25 Board members ($£100,500) plus their execntive assistants retaries, and travel expense (%101,000)

3 Fixed amount for headquarters operation bhelow the top ex re level,

* Prorated portion of FAA sunporting services performed for the Corporation,

¢ Estimated cost of statling far this function us a completely independent ageney or board

Mr. WiLLiams, Mr. Friedel ?

Mr. Frieper. I am glad you brought that up. It is one of the
things I wanted clarified. In a previous statement, you said it would
cost around $100,500 more. Now you say it would cost $250,000 more.

Mr. Havrary. I don’t recall saying what the total cost would be. I
said the salaries of the five Board members would be $100,500 more.
But that would be only part of the additional expense.

Mr. Frieper. But you say the salaries would be $100,500 more under
ILR. 2081. They would be more under H.R. 826, after incorporation,
too.

Mr. Havaey. Yes, sir.

Mr. Friever. How do you arrive at those figures?

Mr. Havasy. I have just given the committee the breakdown. You
might like to have one of those in front of you, sir. I will get another
copy for myself here. '
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There are three things that I think you have to compare; one is how
we do it now; second, how we would do it under the Corporation bill,
and third, how you do it under a Board. In submitting these com-
parative costs, we have assumed that alternatives 1 and 2 are about
the same. In other words, under the Corporation, we would have the
same administrative expenses but we would be able to operate In a
more businesslike manner. So we arve comparing the way we do it
now, which is basically the way we would do it umﬁ-er the Corporation,
with the way we would do it under a Board.

The first item is that we charge for what we would do under the
Corporation approximately $14,000 for what we call executive direc-
tion. Now, under the Corporation, there would be a slight difference,
from the present FAA operation; namely, $4,000 for the Airports
Advisory Board. We don’t have one now. But under the Corporation
bill, we would have an Airport Advisory Board. That is $4,000 of the
$14,000. $10,000, we charge to the Corporation for what all of my
top management does for the Corporation.

Some of your colleagues in Maryland think that is not much, or too
much. But we have to charge something for the time and effort I
spend and my Deputy spends and the rest of top management spends.
So that item is $14,400. For the Board, we cfl:wgv the full salaries
of the five Board members, $100,500. So right there is a difference of
$85,000.

Mr. Frizoer. Am I correct in thinking that you have no one spend-
ing full time at Washington National Airport or full time at Dulles
Airport under your regimen now ¢

Mr, Harary. No; we have several hundred people full time at each
airport and we have, under our new organization, Mr. Hobbs as head
of the Bureau of National Capital Airports. He has a Deputy for
operations, who manages the operations at both airports. Then we
have on site at Washington Natioanal and on the site at Dulles,
operations managers. And under them, the total at Washington
National of 332 full time and the present total at Dulles, today, or
yesterday, 353.

Now, we are assuming in this cost breakdown in front of you that
the costs of all of the headquarters people would be exactly the
same under either the Board or the Corporation. We are assuming
there wouldn’t be any cousins and aunts, and so on, put in to what
is now a professional organization by any of the Board members and
the costs would be the same.

Mr. Frigper. You say it would cost $100,500 more if the President
were to appoint a five-man Board than it costs now. And Mr. Hobbs
and his deputy——

Mr. Haragy. They would be on top of all our present employees.

Mr. Friepern. They are now ¢

Mr. Harasy. No; they would be if he appointed a Board of five.

Mr. Frieper. I am not following you.

Mr. Harany. Well, what you are proposing, Mr. Friedel, is to
substitute five Presidential appointees on a Board for me. That is
a very flattering proposal, but 1t is a costly one.

Mr. Frieoer. Well, evidently we are not seeing eye to eye on that
point. My point is that I am not opposed to H.R. 826, the Corpora-
tion bill, as such. I can go for any one of these bills under con-
sideration, providing they separate you, the FAA, from the airport

98-155—63—8
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Corporation or Board. 1In other words, I think the FAA, the CAB,
and all of the other independent agencies should not operate the
facilities they regulate. You have enough duties as it 1s without
being an airport manager, worrying about concessions, building a
hotel, and so forth. In your own statement you made on December
4, 1962, you said :

We don’t in the FAA run but two airports in the United States and those
are Washington National and Dulles International and we are not too eager
to run those two. In case anyone has any doubts about it, I can reassure
him of that.

I want to grant you that wish. T feel it would be wrong to have
the Interstate Commerce Commission run a railroad, I think it would
be wrong for them to run a trucking line, and I think it is wrong for
the FAA to run airports. You have control over every airport in
the United States in the field of safety and that is a big job.

When we created the FAA from the old CAA, we outlined what
your duties were to be. I think you have nine different things to do,
not including running airports.

I want to relieve you of the responsibility of operating airports.
I don’t want you to have any more jurisdiction over Washington
National or Dulles than you have over Friendship. That is the only
place we differ. I think you made it clear last December that vou
didn’t want to have anything to do with operating these facilifies.

Mr. Haragy. I said that we were not too eager, and I repeat it to-
day, Mr. Friedel. T also have to say that the administration has
found no more desirable and economical way to do it than through
this Corporation bill. Tt opposes the alternative that has been sug-
gested, to make this a five-man board.

The first reason is that it would set up another independent avia-
tion-type agency. I think we have enough of those already and so
does the administration.

Second, it would be more costly by the amount of approximately
$250,000,

Mr. Friever. T am not sold on my bill. T can go for the corpora-
tion bill. But the point I would change is that you would not control
the Corporation. :

Mr. Havapy. They don’t get any salary. They get paid when they
are actually meeting, and we have included that in the total admin-
istrative cost to the Corporation. That would make it $4,400 more
than at present.

. Mr. Frieper. Well, in this bill the management of the Corpora-
tion shall be vested in a terminal manager. All that is fine. The
point I make is that you are keeping your little finger on operating
the airport. If you would accept an amendment that you are out of
it, I could go along without any objection. ]

That is the thing. You want the Corporation bill, fine.

. Mr. Hexpraie. Would the gentleman care to vield to me while he
1s looking ? h

Mr. Frrever. Go ahead.

Mr. Hemenmie. T would like to invite your attention, sir, to some
aspects I think we are going to face to get this bill to the floor.

Ve had some testimony here when we met in this room the other
day on the monumental cost there as related to the rate bases for
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various charges which the FAA has set. Would you give us some
idea of your feelings as to the monumental costs involved? I was
somewhat dubious about the thing when I heard it.

Mr. Wirtiams. No question about the cost being monumental, is
there?

Mr. Hempramr. Well, T don’t think they meant that in a facetious
sense.

Mr. Wrrraams. I know what you are talking about.

Mr. Havaey. I think the distinguished Congressman is referring
to the cost of the monument as much as the monumental costs. You
know, after you have been in office 2 years, you sort of feel as though
you shouldn’t be critical of the past, you had better take it as you
oot it and do better. Tt did cost a great deal more than was pl: anned.
It took a great deal longer. We t: ke it as a credit for this administra-
tion that we came in, took a hard look, told the Congress how much
it would cost, told them when we would open it, and faithfully adhered
to those two pledges.

Now, the total cost to date has been approximately $111 million.
I think in the beginning, when you first consider this and Mr. Friedel
first opposed this as he has consistently with great force and sincerity,
you thought it was going to cost per haps half of that, maybe even less
than half of it.

Nevertheless, that is all history.

Now, the elements of cost making up the $111 million are roughly
these: A special limited access road into the sky of approxim: nvl\ 18
miles of length, cost about $19.3 million.

It is in a sense an extension of the runway but only in an abstract
sense, because it was felt if vou put this runway so far from the ¢ ity,
almost 30 miles, that you h: vd better have a high-speed way of getting
into the .m;al e and’ cm\‘n the runway. So in a sense it is the hm_.-_fvhi
runway in“the world, but in another sense it is a highway and it can
become, if the Commonwealth of Virginia designs and funds or legis-
lates, it can also become alongside this high-speed access, a commuter
road. It was therefore our feeling that that $19 million should not
be attributed to the airport. There was some debate upon that, but
we felt that the wise thing to do was to exclude it. That brought, then,
he capital base down from $108 to $90 million.

The next item that we felt should be excluded along the line of
reasoning that Mr, Friedel was referring to a moment ago, if you
treated this like another airport, 1 of the other 600 major .ulpmh
in the United States, it would have been eligible for Federal airport
erants and they would have gotten that from the program which has
been in existence, was being |1!| 1sed out by the other administration
but was brought back to life by this one.

They wonld have gotten an amount of $11 million under grants
such as those htat Friendship got during its history of construetion
and expansion.

Therefore, we took the $11 million from the £90 million and the
base came down to $79 million.

Mr. Frieper. You are not saying that Friendship got $11 million.
You are speaking percentagewise, aren’t you ?

Mr. Harany. No, sir: I am saying, treating Friendship and Dulles
as though Dulles were a Virginia airport, the Federal Government
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would have given the Virginia airport $11 million on a proportionate
basis to that which any other airport would have gotten.

Mr. Frieoer, I think all Friendship ever got out of the Federal
Aviation Agency was $4 million, since they have been in existence.
It is not $11 million.

Mr. Havagy. 1 will check that figure. I don’t mean to say it was
exactly, but [n‘uportionutely.

So $111 million less $19 million for the roadway, less $11 million
for the Federal Airport grant. The next item is for the mobile lounge.
Now, this is, as you know, the most expensive and the largest auto-
motive vehicle in the world. It is literally part of the airport.

It was designed into the terminal. We carefully examined whether
we could do it cheaper by building fingers out. We found we couldn’t,
so we went ahead and bought them. But $1,700,000 of that was
straight research and development money, and it is applicable, like
research into all-weather landing, research into runway construction,
and all other kinds of research to many other projects, so we elimi-
nated that.

If you count that about $2 million, that will bring the total down
to $79 million.

The last item which we eliminated as we would in any other airport
was the control tower, because under the present act and policies, the
Federal Government pays for the tower, and that is approximately
$1,800,000. So that the net base, net capital base is approximately
$77 million, sir.

Naturally, the airlines were concerned that we not charge them for
those aspects of this airport that were not traditional, regular, stand-
ard airport items, because, as you know, based on the total investment,
we recover from them in landing charges the depreciation and the
interest, as well as the operational costs. 1 believe we have been fair.
But even after doing all that, we still charge more than all but two
or three other airports in the United States.

Now, on the other hand

Mr. WiLLiams. Are you suggesting that these costs be taken out
from under the rate base and the rate base be 77 million ?

Mr. Harary. Yes, sir. I think my math has been a little rough
here, but the exact amount in the capital base is between $75 and $77
million. T will do this precisely and give it to vou for the record.

(The following information was submitted by Mr. Halaby:)
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Scuepuvre C
NATIONAL CAPITAL AIRPORTS CORP.

Statement of asset values and capital fund at Dec. 31, 1962—Dulles
International Airport

[In millions]

| Investment
Total
program |
cost Interest Noninterest
bearing f bearing

Bawnh

S Ve
aI® [l -] (-1 T- ]

1. Land acquisition and site preparation. ... . $23.5
2. Buildings and structures. . e e 19.2

. Utility systems and other facilities. .. .. L L 32.90

. Offsite 800088 POAUS. oo e e e e e 12,9 |-.

Total, land, structuresa . T e il aluare 8. 5
5. Equipment (net).... X 5.4
i, Other current assets Ig=T R PR, 2 == S el e
7. Unexpended appropriations:
Offsite access ronds .
Other physicaln 1
Operation and mainte

|

Total assots. .

. Liabilities......... e
Net investment in Dulles International

! Distributed as
Control tov
FAAP allo
Access highway ... e S,
Mobile lounge, prototypo. - ccemccccanccmana-

TPOBEL. oo e cmm it b s i e o o 3 A e 5 e -

Mr. Harasy. I would point out that the great airports of the United
States, in terms of size and traffic, such as Idlewild, Los Angeles,
Miami, and O'Hare, have investments in the order of $150 to $350
million in them, so that even at $108 or $110 million, Dulles is not the
most expensive airport, built to date.

Now, a lot of the investments in those other airports, of course,
come from the carriers in building hangars and maintenance shops.

That will be the next phase at Dulles. If the traffic demands it,
the carriers will build or have built and lease hangars there. The
investment—not the Federal investment but the total investment—
will rise as the traflic rises.

Mr. Hemerine, Thank you, gentlemen. I yield back because I
interrupted you.

Mr. Frreper. Mr. Halaby, what I was referring to before—I will
keep on this point right now. You got $111 million down to $75. I
thought if you kept it up a little longer, you would get down to where
it cost nothing. Where does sewerage come in? Does that come into
the cost of the airport?

Mr. Havany. No, sir.

I think yon are referring to the $25 million sewerage interceptor.
It never carried any FAA appropriation; it is not part of the $110
million here.

Mr. Frieper. That is what I am saying. If it were not for Dulles
Airport, it would not have to be spent.
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Mr. Havasy. T see. You think we should charge the cost of the
sewerage——

Mr. Frieoer. The overall cost. You started at $111 million, going
down to $75 million: I think you might even gvt down to nothing.
But if you go into the overall cost of this thing, you will find it will
be way over $111 million and maybe you can justify some of this to
be charged off for ratemaking. But I think it will come to $150
million before it is completed, rather than $111 million.

Mr. Havrasy, I am very happy to report that we don’t have the
responsibility for the sewage out there in that county and all those
areas.

Mr. Friepen. But there were roadways built because of the air-
port, the sewerage will be built because of the airport.

Mr. Harasy. I guess some of the local residents wounld say they
needed the sewerage anyway. Maybe not as big so soon. In any
event, we pay sewerage charges in the Potomac interceptor, along
with its other users.

Mr. Frreper. How many mobile lounges do they have at Dulles
Airport now?

Mr. Havasy. We have a program for purchase of lounges that is
in direct proportion to the number of travelers we planned for, and
the total on hand to date is 20. This does not include the experimental
model, which we have written off and out of the capital base.

Mr. Frieper. And they cost approximately——

Mr. Havasy. $238,000 apiece. The total cost, including the de-
velopmental cost, is about $614 million.

Mr. Frreper. And that is not in the figure of $111 million, either,
is it?

Mr. Havapy. Oh, yes, sir. What is so easy for folks to forget is
that although these things are on wheels, they perform the same func-
tions and have the same utility as the long fingers that are built out
at other large airports and which cost a great deal to build, a great
deal to heat and light and keep up. And it is awfully hard for peo-
ple to think of them as anything but buses for a narrow, limited
special purpose. But they are actnally part of the terminal. And
when we looked at that bill, we gulped, because that is the most, I
think, anyone has ever spent for the least number of bus-type things.
But then when we looked at the bill of redesigning what had been
designed by the previous administration and building these fingers
out to do the same job and completely redoing the airport, we found
it was more expensive.

We got together with a whole bunch of people and looked over this
cost and went over them with the airlines and then we went ahead and
bought them.

Mr. Frreper. Is there any request for any mobile lounges in this
1964 budget ? ' .

Mr. Havraey. Fiscal 1964 budget—seven mobile lounges. If the
suggestion is that the way to cut off traffic into Dulles is to cut off
the appropriation for the mobile lounges, that would be a very effec-
tive way to do it, because it would mean that we could not accom-
modate the customers of the airlines who are coming in there except
in a most inconvenient, delayed manner. And it would also mean
that we would reduce the revenues of the airport and prolong the day
when we get in the black.
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Mr. Friepen. How many lounges do you have in operation ?

Mr. Haragy. Twenty, sir, and one, the ex-model in the background.

Mr. Frieoer. Mr. Halaby, the last meeting we had—you were here,
1 think, two or three different times—you were asked :

Can you tell us of any instance where the FAA has used any pressure or
tried to get the airlines to come to Dulles?

I am going back to a hearing that we had in the 87th Congress, and
I read to you then a letter that was sent to Mr. Boyd, Chairman of the
CAB, and signed by Daggett Howard, General Counsel. I am going
to start on page 164.

Mr. FriepeL. Mr. Chairman, I would like to make a statement first.

Mr. Chairman, at the close of the hearing yesterday, my colleague, Con-
gressman Brewster, filed for the record a copy of a letter which I think should
be called to the attention of the committee, becanse it very definitely bears out
the contention of the Maryland delegation that the heat, and a lot of it, has been
turned on the airlines to force them to move their jet flights from Friendship to
Dulles. This letter was from the General Counsel of the FAA to the Chairman
of the Civil Aeronautics Board which, as we all know, has almost life-and-
death powers over the commercial airlines,

Mr. Hearpuinn, That is your statement ?
Mr. Friepen., Yes,

On Wednesday
I am still quoting—

I thought we had assurances from Mr. Halaby that the FAA would not put
any pressure on the airlines. He did not say it exactly that way, but I got
that impression.

The letter Congressman Brewster put in the record yesterday is worse than
pressure, In this letter the General Counsel of the FAA says quite frankly that
if the airlines do not move jet flights to Dulles, they would be taken before the
judge—that is, the CAB, Mr. Boyd.

The letter does not make any claims that the flights should be changed for
reasons of safety or for public convenience and necessity. It merely says that
use of Friendship Airport to serve the Washington area is “unsuitable.” “Ur
suitable to whom,” 1 asked,

Not to the publie, not for public convenience and necessity, but unsuitable
to the FAA,

Now, bear in mind, as was pointed out yesterday, that in a recent meeting
with the Administrator, the Maryland delegation was told that the residents
of Prince Georges and Montgomery Counties would be considered to be in the
Washington area, That is almost ridiculous. It was considered at the time
when we had the Washington National Airport, and they drew the line between
Friendship and Washington, but now with Dulles, which is 30 miles farther away,
they still use the same line through Prince Georges and Montgomery Counties,
even though they actually are a lot closer to Friendship than Dulles any way you
figure it, in mileage or driving time.

Let me read this letter to you and see what you think of it. I am not going
to read the full letter. This letter is to Mr. Boyd, Chairman of the Civil Aero-
nauntics Board, Washington, D.C., on March 5, 1962. And I am going to read
the last paragraph.

The Chairman said: “Who signed that?” and I said “Daggett H.
Howard, General Counsel.”

“Clopies of this letter will be mailed today to Eastern Airline, Inc., and to the
persons upon whom the airport notice was served, as shown on the enclosed list
in order to apprise them of the Administrator's opposition to the use of Balti-
more Friendship Airport to serve Washington, D.C,, after Dulles Airport goes
into operation on or about October 1962. The Administrator reserves the right to
formally object to the use of the Baltimore Friendship Airport by Eastern Air-
lines, Inc., for its jet flights and to request a hearing in connection therewith, in
the event it should become necessary for him to do so.”
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I inserted the letter in the record.

Now, what does that letter say in your interpretation, Mr. Halaby ?

Mr. Havagpy. It says that the General Counsel of the FAA, who is
also giving legal service to the Bureau of National Capital Airports,
noticed a petition which would lead the public to believe that they were
going to Washington when they were going to Baltimore, and that in
view of the fact that the Congress had voted repeatedly for a Wash-
ington International Airport in a place other than Baltimore, that he
wanted to notify the Board of this and that he did so.

In the reply of the chairman on page 166, you will see the effect that
this letter }uul, which was very mmor. And I must point out to the
Congressman that the number of flights diverted from Friendship
has not been very great as yet and may never be. And you, yourself,
pointed out, sir, that at least one flight that had moved from Friend-
ship to Dulles had moved back. I submit that if that letter were pres-
sure, it wasn’t very effective.

Secondly, it isn't pressure. It is simply a notice on the part of the
General Counsel to the Board that this could have an effect on the con-
gressional will. The congressional will was that an airport be built
to serve Washington as well as an airport to serve Baltimore.

Mr. Frieoer. Now, Mr. Halaby, there is where we differ, because
I was a Member of Congress when they appropriated the money and
I fought it. I was also a member of the city council when they built
Friendship Airport. Itis Friendship International Airport, for over-
sea flicht and for Washington.

Mr. Havapy. Becaunse there wasn’t a Washington jet airport.

Mr. Frieper. Right. And the will of Congress did not say that all
flights should go to Dulles or Washington International Airport and
no flights at ¥riendship. It was never mentioned. They said then
they were going to need three airports and they didn’t exclude Friend-
ship. They said there would be a need for all three of them.

Mr. Harasy. We have three of them now.

Mr. Frieoer, Their guess was wrong and they are way off schedule.
I think by 1970 we might need three airports.

I am not opposed to any fair competition. But I say this: Aslong
as the FAA has jurisdiction over Washington National Airport and
Dulles, there will be some influence used.

I read an article stating there have been a lot of near-misses over
‘Washington National Airport. Years ago, before you were the Ad-
ministrator, Washington National was overcrowded. Friendship was
just like Dulles today, a morgue. They wouldn’t divert any flights
over to Friendship. We worked over 10 years before we got into the
black.

Mr. Harasy. Dulles is a quiet crib, not a morgue. The baby is
growing up and I think that is what is disturbing Congress, that the
child may grow too fast and the erib may become a whole hounsehold.
But it wasn’t anybody’s doing but the distinguished Members of Con-
gress, who said there shall be a third airport.

Mr. Friever. Right; but they also said there would be enough flights
for three airports. '

Mr. Haraey. And there will, sir. If yon want to charge someone
with something here, I think it would be our beloved friends in the
last administration who in this instance planned way ahead and most
generously.
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Mr. Frieper. I don’t want to find fault with anyone. I just want
to make sure that Friendship is not hurt because of the bad guesses
that were made. Even if it was bad guessing by Congress, it was not
a mandate to take all these flights out of Friendship.

Mr. Harasy. But they have only taken a handful of flights out of
Friendship.

Mr. Frigper. I think they have taken around 35 jet flights out of
Friendship out of 75—40 percent.

Mr. Harapy. My numbers aren’t quite those. But it is certainly a
minority of flights, And I think the basic point is why did they leave
Friendship to go to Dulles. You say it is because I have some great
superhuman force or pressure. The only people who can move flights
around are the passengers who want the flights, working on the Civil
Aeronautics Board in a normal, open, due process way. And the
carriers are merely the carriers. They are not in command of what the
demand shall be. ~ And if the jets are going to Dulles, it is not because
I or Mr. Boyd forced them out of Friendship to Dulles, it is because
the passengers and the carriers think that they are to serve Washing-
ton out of the Washington International Airport.

Mr, Wintiams. Will the gentleman yield ?

Mr. Friever. I will be happy to.

Mr. Witiams. Mr, Halaby, with respect to that, as I understand
it, flights coming into Washington are ceritficated into Washington,

eriod. But Washington at present for receiving those flights is
rimitml to Dulles and to Washington National.

Mr. Harary. Yes, sir.

Mr. Witriams, Therefore, any jet flichts that are certificated into
Washington by the CAB must necessarily go to Dulles.

Mr. Hanary. That—

Mr. WirLiams. Since you have the National Airport restricted.

Mr. Havapy. I think the answer to that is right, yes, sir. 'What I
am trying to recall is whether there are any carriers now who can
serve Washington through either Dulles or Friendship.

Mr. Wicerams, That is what I am trying to find out.

Mr. Havany. I would like some advice on that.

Mr. Winriaas, If they are certificated to Washington, they go to
Dulles. If they are certificated to Baltimore, they go to Friendship,
isn’t that correct ? '

Mr. Harapy. I think your statement is correct. There are several
carriers, of course, certificated to both cities and I think there is even
one flicht that lands both places. It is a rather expensive way to get
between two cities.

Mr. Wirtiams. Here is the point I am attempting to get. I think
this isthe crux of Mr. Friedel's question.

Mr. Haraey. Yes,sir,

Mr. WirLiays. Let’s assume that airline X wants to get a flight
certificated from the west coast into Washington. Under the present
setup, if the Board grants that certification, they are automatically
going to Dulles. What would be your position as operator of Dulles
Airport, whether it be in your present capacity as Administrator or in
this new hat that youn are seeking as the head of the corporation; what
would be your position with respect to a policy of the Civil Aero-
nautics Board in designating Friendship as an airport in the Washing-
ton avea, giving the airline itself the determinaton as to whether this
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airline that flies from the west coast to Washington would land at
Friendship or at Dulles, provided. of course, that the ticket purchaser
would be notified that he would land in Washington-Friendship or
Washington-Dulles? What would be your position with respect to
that ?

Mr. Havaey. Well, it is a hypothetical question and I know it is
asked to enlighten the committee. I would have to say this, that the
travelers into and out of Washington are the primarily interested
parties in this.

I am just in this situation of an airport operator. In other words,
I am not the mayor or the city council, who are the ones who usually
seek the assurance of service from the Civil Aeronautics Board and
the carriers, and usually seek to have their service through their air-
port. That is the usual situation, and the question of whether I should
do anything about that or not is a very strong one.

Mr. WiLiams. Noj I say would you have strong objection if the
CAB should adopt such a policy or consider the adoption of such a
policy ?

Mr. Havaey. I don’t think I would. T feel that the Washington
Board of Trade, or the District Commissioners, or citizens' groups
who generate the traflic and are convenienced or inconvenienced might
have some very strong views on this.

I guess——

Mr. WitLtams. That would be on the assumption that the ticket
ourchaer in Los Angeles would be advised that he would go into
YVashington-Friendship or Washington-Dulles as the case may be.

Mr. Havapy. Yes. Now, the Board may have some rules or cri-
teria of its own that are governing on this. You know the great strug-
gle between Dallas and Fort Worth. They tried to solve this problem
by building an airport halfway between and they have changed the
names of those airports and go through all kinds of interesting gam-
bits to win the civiec competition. Here, like there, we are in the un-
comfortable middle and we are frying to husband Federal resources
more than we are trying to get the maximum number of passengers
into one terminal or another.

Mr. Macooxatp. Would you yield ?

Mr. Frieper. Yes.

Mr. Macpoxarp. Mr. Halaby, we have been over this ground a cou-
ple of times now. I thought T understood it fairly well. But one
thing that confuses me is that I think T have seen some figures which
the FAA has projected into the future which indicate that there will
be an increase of flights to Friendship, to National Airport, and to
Dulles.

I though that we all assumed that that was incorrect. T don’t know
where you got the figures, but at least I hadn’t seen any figures that
disputed it.

But in the exchange or colloquy between Congressman Friedel and
vourself, he called attention to the fact that Friendship will become,
perhaps, a grave, and you compared it to becoming a crib. In other
words, you, on the one hand—the figures show, that T have seen, the
amount of traffic that the FAA estimates, at least, is going to increase
and now you say that isn’t necessarily so, it may well decrease.

Am I to believe the figures or yourself
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Mr. Havasy. I don’t think there is any conflict, Mr. Congressman,
except the phasing, which I think I explained last year. You will recall,
perhaps, that before the jets came, there was a very low level of
activity at Friendship Airport. They, too, were very imaginative and
planned way ahead. And because the Baltimore area is at present at
least more dependent on the automobile, the bus, the train, and the
ship than they anticipated, there was not the buildup of trafiic as they
planned.

Then the jet came in and for the simple, arbitrary, artificial reason
that the jet could not properly be accommodated by the Washington
National Airport at Gravelly Point, they got an airfall, or windfall
of Hlights into Friendship. 'T'here was no other reasen that this rapid
surge of jet traflic went into Friendship. If we could just take those
facts and that problem and solve it rather than fight it, then I think
we would move on to construective action; that is to increase the total
traffic. If the bumper guard said “fly now” instead of “don’t use
Dulles,” if the campaign were to get more people in the city of Balti-
more to fly because 1t is the safest and most economical and convenient
way to travel, I would say, “Forward.”

But the fear is that because we have three airports, one will lose
some traffic that it artificially got while the total traffic builds up to
require all three to operate at a profitable rate.

The data that we have shows that over the next 10 or 20 years, we are
going to need these three airports and more, because of the expanding
economy of the United States under this administration, because of
the increased prosperity——

Mr. Macponap. This administration isn’t going to last 10 years,
because there is a law against that.

Mr. Havasy (continuing). Because of the fact that more people
will have more money to spend on better and cheaper air travel.

Mr. Macponarp. I don’t come from your country and I don’t know
anything about whether 1 would say up Dulles or down Friendship.
I am just trying to find out, actually, why the FAA—and on what
yardstick they base the fact that while everybody in Baltimore, espe-
cially our very esteemed colleague from Baltimore, seems to feel this
is the kiss of death to Friendship—the FAA comes up with hard and
fast figures and says arbitrarily that there should lln- 2 number of
flights by the year 1968 coming into Friendship.

How are these figures arrived at, who arrived at them, and I would
like a little more information as to why this is the base of the leases
given at the airports.

Mr. Harasy. This is an important question and the answer to it is
that 415 years ago an economic study was completed by the firm of
Landrum and Brown—— g

Mr. Frieper. Landrum-Grifiin, did you say ?

Mr. Harasy, Landrum and Brown—there were no Dixons or Yates
in this study so far as I know. It was a study for the Eisenhower-
Quesada FAA and it projected through 1975 the growth of traflic
at Washington International and Washington National, and it made
assumptions about the growth of traffic at Baltimore to Friendship.

[ think the reason it hasn't been made public——

Mr. MacpoNarp. I am a member of the public and T saw it. T
didn’t see it through this committee.




120 WASHINGTON, D.C., ATRPORTS

Mr. Havasy. I think that it has not been made publie for reasons
of negotiating with our customers.

You know, not the least of the problems of opening this airport on
time was getting an agreement by the eustomers to use it and to nse
it at a cost in excess of the cost of Friendship. We have the continu-
ing problem of getting the most out of the Federal dollars appropri-
ated to these two airports.

Mr. Macponarp. I would like to express my sympathy with the
problem that you have. I am not by any means asking those ques-
tions in a harassing manner.

I voted for this program and will continue to do so because I think
it is necessary, but it seems strange to talk about the demise of Friend-
ship. I know because of my own experience trying to connect through
to }inston on a through flight from Florida. Even now it is prac-
tically impossible to get a lTight. that stops at National and will con-
tinue on to Boston. I am faced with that fact, and then I heard you
say that it is the customer that decides, and 1 give pause to think
about that.

But then I see these other figures that though everybody in Balti-
more, and you seem to agree, feels that Baltimore will be hurt, Friend-
ship will be hurt—yet these figures say in black and white that there
will be an increase of X number of flights to Friendship, to National,
and to Dulles.

And I was just wondering who picked these figures out of the air
and which air they were picked out. of.

Mr. Harasy. I think the facts are important. These figures of the
number of flights at Friendship on the date that Dulles opened—I
think, Mr. Friedel, I have those ficures now—there were 180 flights
prior to November 19.

Mr. Macpoxarp. That wasn’t my question.

Mr. Harvapy. T was referring back to a question that came before
him.

Mr. MacooNarp. I hadn’t heard an answer to my question.

Mr. Havasy. I am sorry. I didn't know there was any answer to
your question. I think you want a comment, and that is that we don’t
think Dulles is a threat to Friendship. We don’t think it was de-
signed to make a tomb out of Friendship. We thought that the previ-
ous administration designed and built it and Congress authorized and
appropriated it because a third airport was needed. Then we have
the problem of developing it and using it.

Mr. Friedel said earlier that he could live with the Corporation bill
but that he wanted the FAA out of it. And I can understand why.
I don’t think there is anything personal in it; it is just that you feel
that the FAA should concentrate on other things.

But if he feels that way and if the committee feels that way, then
they surely don’t think there is any threat to Friendship. Because
if the Corporation is OK so long as FAA is out of it, then Dulles is
not the threat; it is something else that is the threat.

And T think the something else is that we would somehow use
executive powers to hurt Friendship. I was pointing out that in
November, the day we opened the airport, Friendship had 180 flights
a day. They now have 152 according to our data. That is 28 out of
the 180 flights they have lost. Now, I don’t know whether that is
hurting Friendship or not ; I presume it is.
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There are less landing charges being collected.

Mr. Macpoxarp, Would you yield to me, Mr. Halaby ?

Mr. HaraBy. Yes, sir.

Mr. Macpoxarp. I am delighted to hear about Mr. Friedel’s prob-
lem. Butmy question doesn’t go exactly to his problem. My question
goes to the fact that it seems from past history that Friendship already
has been hurt by the opening of Dulles according to him, already
some flights have been taken. But my question goes to projection
of figures that indicate to me, just from a layman’s reading of them,
in which the figures of National keep going up, I won't say astronomi-
cally, but go up: Dulles goes up astronomically, and Friendship goes
up halfway between the projected figures for Dulles and National.

So I was just wondering, I repeat—you kept answering Mr. Friedel’s
question, but I was wondering how this can be, in simplest terms.

Mr. Haragy. Well, I naturally don’t know the figures you have
in mind.

Mr. Macponarn, They are figures given out by your office, Mr.
Halaby.

Mr. Harasy. Allvight. The figures that I have indicate that Wash-
ington National would go from 4.7 million passengers in 1963 to 4.2
million, or a half million passengers less, in 1968.

The Dulles figures go from approximately a half million passengers
in 1963 to 414 million passengersin 1968.

No. I don't have on this 1ist what this economic consultant assumed
the Friendship figures would be. I don’t have those. I have never
published those and I don’t even know them. Butitismy understand-
ing, and I can verify this and give it to you directly, that the Friend-
ship figures declined and then started back up.

That is my understanding.

What I think is bothering Baltimore, if I may say so, is how fast
they start up and how far they decline.

Mr. Frieper. Mr. Halaby, the first thing I want to say is that the
bumper stickers you see, they don’t use the word “Dulles” at all. They
say “Use Friendship.” They leaye Dulles out.

Secondly, I don’t see how the Washington National can increase.
It is pretty well crowded as it isnow.

Even when it wasn’t crowded, we had trouble getting flights out
of Friendship.

Here is what T don’t understand. I read that letter from your chief
counsel and you say the public are the ones to be consulted.

Mr. Havaey. Yes.

Mr. Frieper. Now, vou take a 50-mile radius around Friendship
Airport, having a 4 million population. Take a 50-mile radius around
Dulles Airport. It is 1,350,000 people. In other words, there are
three times more people in the radius of 50 miles at Friendship than
there is in a radius around Dulles.

Mr. Harasy. Are these people or air passengers!?

Mr. Frieper. No: these are people. Now, I take for granted that
the wav the ficures are worked out is by percentage of the population.

Mr. Tarany. No.

Mr. Frieprn. Well, these are people.

Mr. Harasy. No. sir; you have to draw a circle of air passengers
and potential air passengers, sir. When you do that, you find that
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most of the air passengers are concentrated in Northwest Washing-
ton, and they are more proximate and conveniently accessible to
Dulles.

That is the problem.

Mr. Friepen. Our figures are altogether different than that. Take
Silver Spring, or even go out into Pennsylvanin Avenue, they are
all closer to Baltimore within a 50-mile radius. There are passengers
out there. If you use a radius 50 miles from Dulles or Chantilly, you
have only 1 million people in that area.

Mr. Havapy. Buf there are more air passengers in there in the 50-
mile radius that is closer to Dulles.

Mr. Frieoer. BOAC lost $30 million last year. It is going to cost
two or three times as much more for landing fees at Dulles than it
did at Friendship. They moved to Dulles just because you and the
CAB said Washington is the Nation’s Capital and they had to go
there.

If they are losing money and are going to pay three times the land-
ing fees at Dulles that they paid at Friendship, I can’t see why, un-
less there was some pressure on them or some persnasion, they would
move to Dulles. There has to be something there. That is why T am
trying to get the FAA out of the thing altogether.

Mr. Harasy. Mr. Congressman, would you please tell me in what
way, in what instance, have we put any pressure on BOAC to move
over!?

I have never even talked to BOAC. T haven't exercised a muscle.
If there was something I could do which would have any effect on
BOAC to get them to move from Friendship to Dulles, I would not
do it, sir. I wouldn’t do it in the future. That is not a proper action
on my part.

The only issue that is involved here, as you have narrowed it. sir,
is whether you want the FAA to have a Corporation that is as far
divorced from the Administrator of the FA A as is possible, or whether
you want a Board of five commissioners appointed by the President
to oversee the whole thing. I pledge again that I will not exert any
pressure on any air carrier to leave Friendship and go to Dulles, and
I think any succeeding administrator would do the same.

Mr. Wittiams. Would the gentleman yield to me at that point?

Mr. Administrator, while vou were talking about exerting pres-
sures, all of the pressures don'’t necessarily have to be directed toward
the airlines or the CAB or anybody else. But it appears to me that
there is a possibility of a Government ageney using its power of in-
fluence on another Government agency, possibly, to obtain certain
advantages for projects in which it is interested. I have heard quite
a bit of talk about the question of whether or not the Federal Aviation
Agency may have consulted with the Bureau of Public Roads. with
respect to completion of certain, parts of the circumferential highway
and Cabin John Bridge and have it completed out of schedule while
other projects or other parts of the same project are deferred until
later.

I think probably you know what T am talking about—that is, the
completion of the Cabin John Bridge section of the highway in ad-
vance of the section that would take the Northwest Washington area
to Friendship. '
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In other words, the Northwest Washington area, as I understand
it, is closer to Friendship in distance, but because they don’t have
the access highway completed, it is much closer in time from there
to Dulles than it is to Friendship.

Would it be a fair question—and whether it is fair or not, I think
I will pose the question—I think I will pose the question as to whether
or not the Federal Aviation Agency has consulted with the Bureau
of Public Roads in respect to the possibility of completing certain
sections of that highway before they complete other sections !

Mr. Harasy. Mr. Chairman, I have not to my knowledge. T will
go and look to see if I might have written a letter. I know I haven’t
talked to Mr. Whitten or anybody else over there. Most of our work
with the Bureau of Public Roads has been to try to coordinate the
highway program and the airport program in order to get airstrips
along highways. But T would not be a bit surprised to find that a
member of the FAA staff has told them we were going to open the
airport on October 1, that those people who want to come out of the
northwest section and feed in on the Cabin John Bridge would be
greatly convenienced if a 3.1 mile strip were completed as near the
time of the opening of the airport as possible.

Now. I don't believe that the Bureau of Public Roads is a pushover.
[ don’t think that they would grant any such request if one was made
and I rather think one may have been made.

None of my fellows here knows of such a representation. But I
can’t see that that would be regarded as anything more than an in-
quiry or a request to assist our Agency and they would have to judge
who was being convenienced and inconvenienced.

Mr, Witriams. Well, I just wanted to open the door for Mr. Friedel
to take the ball from there on.

Mr. Frieper. Just 1 minute.

Mr. Wirrzams. Let the Chair inform the committe that we are going
to have to vacate these quarters in the next 15 or 20 minutes.

Mr. Friedel, if you are going to close up Dulles, you had better do
it in the next 15 minutes.

Mr. Frieper. Mr. Halaby, I would like to say Mr. Funk of the State
Roads Commission of Maryland was requested by the Bureau of Pub-
lic Roads to complete the Beltway running to this Virginia bridge.
Instead of completing the part of the Baltimore Beltway so they could
get, into Friendship, he picked the part going to the Washington
airport.

That is part of the influence in question.

Mr. Harapy. Wouldn’t the Airports Board, with five Presidential
appointees on it, be pushing 15 times as hard as any fellow on my
staff to do that?

I haven’t even established whether or not one of my boys did
request. expedited completion. But the only issue before the com-
mittee, as I understand it, is whether a board of five Presidential
appointees oversees the statutory general manager which you would
set up, or whether I do. That is the issue.

Mr. Frieper. Let the general manager run it. :

Mr. Haraey. But he would do it. I am just hoping you will let
him be the statutory officer and I can park this over there and not have
o——
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Mr. Friever. Mr. Devine asked this question of you, Mr. Halaby :

Do you fee], however, Mr. Halaby, that in the absence of the passage of
any of this legislation, you could not operate in a businesslike manner out there?

Mr. Harasy. No, T don't. If T said it, if you operate it the way it is now
set up, with the Chairman operating under this proposed administration, we
can operate,

Now, you said that and also said you don’t want to be under the
pressure of operating these two airports. I am saying, let’s pass the
corporation bill, take you out of it, let it be independent of yon. Youn
have enough to do being head of the FAA.

Mr. WirLiams. Mr. Jarman, did you have any questions?

Mr. Jaryman. No questions.

Mr. Wirtiams. Mr. Hemphill ?

Mr. Hempainn. Thank you, Mr. Chairman.

I tried to get this from you a while back, and I appreciate your an-
swer. In the rate base, what I meant by monumental cost, some
witnesses, and I am not asking you to pass on their testimony, sug-
gested that this airport had certain monumental features, not referring
to cost but other features.

Mr. Harapy. Yes, sir.

Mr. Hempamn. And I assumed they were referring to the fact that
whether people like it or not, we have $110 million out there, one of
the finest airports in the world, and we have to either throw it away or
put it to some use. Now, do you have any estimate of what the monu-
mental features—what percentage of the rate base would be in that
cost estimate?

Mr. Havapy. Yes, sir. I have indicated that, in exercising my pres-
ent responsibility for the operation and maintenance of this airport,
we have taken out of the capital base those items of expense to the
Government that should be taken out and that we feel the remaining
items ; namely, a total of about $77 million, together with depreciation
and interest, should be the basis for charging rates.

In other words, we have taken out the tower, the Federal airport
aid grant, the access road, and the experimental prototype model of the
lounge. Now, that is my answer.

Now, you could go on and say that our Nation’s Capital should not
have as beautiful and as elaborate an example of modern architecture
as this, and even if it shonld have, the air carriers shouldn’t have to pay
for what apparently is one of the most interesting buildings in the
United States.

As I think we told the committee last, the number of sightseers
has far exceeded the number of travelers. There have been a
total of 21,848 operations since we opened October 1. We have had
6,300 air carrier trips; 142,000 passengers, but there have been 600,000
sightseers. Now, we think with the spring vacation and the Easter
season coming on, we have told the Appropriations Committee we are
going to have to add janitors and police and highway patrolmen for a
great surge of visitors.

Now, if I were an air carrier president, I would say, “You don’t
charge me for the Washington Monument upkeep, you don’t charge
me for the Lincoln Memorial, why are you charging me for the Dulles
Memorial 27

And I would argue that very strenuously.
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But since I am on the other side of that table—or really, Mr. Hobbs
is, because he is running the thing—when he is on the other side of
that table, he has to say “This is the maximum amount we can take
out of the $110.8 million, which is the final figure, and the result is $77
million. I have promised the Appropriations Committee we will do
our very, very best to get that back within 30 years.”

Mr. Hemeuin, Now, in the event either the negotiator or the man-
ager which you put in charge should be negotiating with the carrier
in the future on the rates he will charge for landing fees, is there any
provision for arbitration, or would you object if we put in the legis-
lation any provision for arbitration ?

Mr. Havawy. There is no provision for arbitration. I would
strongly object to it in the belief that an honest, fair, open bargaining
between an airport owner-operator and the user is the best American
tradition and that the interposition of any compulsory arbitration here,
like so many other places, is unwise.

Mr. Hempaiin, One final question: You said in making up your
rate base that you also use the caleulation of interest which would be
normally chareed on the overall $75 or $76 million.

Is that based on a 30-year amortization, or what projected amortiza-
tion basis is that based on ?

Mr. Harapy. We are using a 41/-percent interest rate and we are
amortizing each item in accordance with its realistie life expectancy.
Some items are down around 10 or 15 years service life, and others, such
as runways and hard items like that are up around 30 or 35 years.

Mr. Hemprainn. Similar to a depreciation schedule ?

Mr. Havapy. Yes, sir; it is a business depreciation schedule. Tt
has been thoroughly explored by Chairman Thomas in his Appropria-
tions Committee, and we believe we have the understanding and sup-
port of the Congress in trying to pay back to the national taxpayers
this 877 million that they have invested here.

Mr. Hesenrn, I want to thank you for your patience through my
questions.

Mr, Haraey. I would like to say that I hope the members of this
committee—which is such an important committee to us and to all
of the United States—would meet our new Director of Operations.
We were very fortunate in being able to recruit Mr, Arvin Saunders,
present manager of the Greater Cincinnati International Airport.
Previous to that, Mr. Saunders was the head of the Raleigh-Durham
Airport, and a member of the board of directors of the Airport Exec-
utives of the United States. He is an onfstanding professional air-
port manager. We feel very lucky in getting another good business-
man into this show,

And I realize that it is natural to suspect that we would be over-
zealous in trying to get that airport paid off. T ean only tell you with
all honesty, that to my knowledge, we have not used any regulatory
powers or pressures to force anyone to move, that we will not do so,
and that although we don’t enthusiastically carry this burden, we
feel that until a much better way of doing it than the Airports Board
is proposed, the Corporation bill is the best course of action.

Mr. Friepen. But you feel that if no bill passes, you will be all
right, too; is that right ?

08-155—63——9
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Mr. Harasy. If no bill passes, we will continue as we have. We
think it will be a less businesslike operation than we could make it
under the Corporation.

Mr. Friever. I wonder why. That bothers me. Why? You have
the same deputy, the same management, practically. And why could
you not run 1t in a businesslike way ?

Mr. Harany. I didn’t say it would be not businesslike. T said it
would be less so. We gave about 17 reasons for this at the last hear-
ing. But the one that impresses me most is that we get a profit and
loss kind of operation out of it. At the present time you appropriate
the money, we spend it, and the revenues go in the Treasury. 1f you
create a Corporation and the revenues come in and the bills are paid
from them youn can develop a profit and loss attitude, a sense of ac-
countability. You know that if you make some money, you can use
it on improving the airport and you can, if you have a flood, or a fire,
or a heavy snowstorm, you can take some money out of one fund where
it isn’t urgently needed and put it into another. Then you have your-
self a business.

Mr. Frieper. You could not run in that way unless this bill is
passed. You said Washington National Airport would have to take
care of itself and Dulles wounld have to take care of itself.

Mr. Haraey. For the determination of fees, the bill specifically pro-
vides for each airport to stand on its own. But the Corporation, sir,
is designed to give the flexibility of operation that is needed in a good
businesslike organization.

Mr. Frrener. Then vou can use that money—if Dulles loses money,
you can take money from Washington National and reduce the loss
on Dulles by the profits you make at Washington National. You
could also reduce your rates and charges on the airlines when one
airport is losing money.

You want the right to transfer the funds from Washington Na-
tional to Dulles.

Mr. Harasy. The legislation will require, sir, that the Appropria-
tions Committee each year take a hard look at what we are doing.
We have the Washington National in the black now. Dulles is in
the red for the near future. And that is the situation.

Mr. Friepen. Wouldn't this be a back-door way, as they call it,
of getting an appropriation for the corporation without specific ap-
proval from Congress?

Mr. Havasy. Well, it could be labeled that, but since we have to
go before the Appropriations Committee with exactly the same data
and all we have gotten is a little flexibility in the use of funds after
they are made available, I do not believe it is back-door financing in
the sense of contract authorization or any of the other forms of so-
called back-door spending. There are some 11 or 12 active Govern-
ment corporations, and I don’t know that their back doors are being
abused. But of course, I don’t have any responsibility for them.

Mr. Frieper. I think that is all.

Mr. WirLiams. Any further questions?

Mr. Macooxarp. I just have one, which is a very simple one, and
perhaps shouldn’t be asked.

I was wondering, in short-range flights such as from Boston and
New York, will National not be used now by jets that are in operation
at this moment?
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Mr. Havany. We anticipate, Mr. Macdonald, that the shuttle
flights and short-haul flights such as Boston to Washington or New
York to Washington would continue to use National. There may be
some flights that will move over to Dulles for the reason that they are
connecting flights with, let’s say, an oversea flight.

But I think they would be exceptional. Most of these short-range
flights carry the so-called briefcase traffic and these passengers want
to be only 9 minutes rather than 45 minutes away.

Mr. Macpoxarp. An hour, maybe?

Mr. Havrasy. Well, the average time throughout the day has been
running 45 to 50 minutes, The shortest trips I have heard of are 35
minutes. It is very interesting that the estimates are a little bit
shorter in time than we anticipated. We are finding that the average
mobile lounge time from aircraft stopped with engines off into the
terminal is approximately 8 minutes. There is alinost no wait for
baggage. The baggage is usually there before the passenger.

The delays we have heard about more often than not have been
the delays following the picking up of the baggage and getting a load
onto the limousine. Once the limousine leaves the line, the average
time has been about 45 minutes. That is down to 12th and K, not
out to the Northwest.

Mr. Macpoxarp. Thank you, Mr. Halaby.

Mr. Wicriams., Any further questions?

Thank you very much, Mr. Halaby.

The subcommittee has received several letters and statements.
Among those received are statements from our colleagues, Mr. Morton
and Mr. Sickles, both of Maryland. '

1f there is no objection, these statements along with the other ma-
terial received may be inserted at this point in the record.
(The data referred to above follows:)

STATEMENT oF Ho~N. RogErs C. B. MorTON, A REPRESENTATIVE IN CONGRESS FrOM
THE STATE OF MARYLAND

Mr. Chairman, I am pleased to have the opportunity to join my colleagues in
support of H.R. 2081—to transfer certain administrative responsibility for the
operation of Washington National Airport and Dulles International Airport
from the Administrator of the Federal Aviation Agency to a Washington Air-
ports Board.

Since 1959, Friendship International Airport has served the Capital area for
jet traffic safely and efficiently. Yet, under the existing proposal of the Federal
Aviation Agency and the Civil Aeronautics Board, at the completion of Dulles
International Airport all jet traffic will be diverted from Friendship Interna-
tional Airport to Dulles Infernational Airport.

Residents of the western section of the District of Columbia, Montgomery
County, and Prince Georges County deserve the right to select the facility which
best suits their needs. They have received excellent, convenient service from
Friendship and arbitrary removal of such service is unfair. I do not suggest
that either facility be given preferential treatment.

Over 6 million people are served by Friendship International Airport. Action
to expand one facility at the expense of the other cannot be condoned.

For these reasons I join my colleagues in vigorous support to establish an
independent agency to administer the Washington Airport. Equitable treatment
for all facilities would be insured through the establishment of a Washington
Airports Board.

I urge passage of H. R, 2081,
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HoustE oF IRREPRESENTATIVES,
Washington, D.C., March 18, 1963.
Hon. Jou~N BeLL WILLIAMS,
Chairman, Transportation and Aeronautics Subcommitiee, Interstate and For-
eign Commerce Committee, House of Representatives, Washington, D.O.

DeAR MR, CHAIRMAN : Unfortunately meetings of the House Edueation and
Labor Committee prevented me from appearing before your subcommittee re-
garding legislation to create a Washington Airports Board to operate Washington
National and Dulles International Airports. I understand there are three bills
before your subcommittee on this subject : H.R. 2081, introduced by Congressman
Frieael ; H.R. 3406 introduced by Congressman Lankford; and H.R. 3328, intro-
duced by Congressman Long. I plan to introduce legislation to deal with this
problem and am indeed pleased that you have scheduled hearings on this subject.

I believe that action to transfer responsibility for the operation of Washington
National Airport and Dulles International Airport to an independent agency
is highly desirable. Such a transfer would eliminate the conflict of interest
which is inherent in the present situation in which the Federal Aviation
Agency is both operator and regulator of the Washington airports. I do not
believe that continuation of this situation, which obviously places independently
operated Friendship Airport at a competitive disadvantage, is equitable.

I understand the subcommitte is also considering a Federal aviation admin-
fstration bill, H.R. 826, which would place control of the Washington airports
in a coporation whose head would be appointed by the Administrator of the
FAA. In addition to continuing the present conflict-of-interest situation, this
arrangement would remove the financial operation of these airports from close
congressional serutiny. Needless to say I believe that the Congress should take
an annual look at the operation of Dulles Airport so that the Congress can tell
just how much Dulles is really costing the taxpayer in addition to the $33 million
Federal “gift” the airport has receive thus far, FAA officials have repeatedly
testified that they have no intention of recovering abont $33 million of the §110
million total cost of Dulles Airport excluding costs of the Daulles interceptor
Sewer.

To eliminate any possible conflict of interest, to insure adequate congressional
financial control, and to preserve for the air travelers of the Baltimore-Wash-
ington area their right to use any of the area’s three major airport facilities,
1 support the ereation of an independent agency to operate Washington National
and Dulles International Airports.

With best wishes,

Very sincerely yours,
CarvroNn R. SICKLES,
Member of Congress.

STATEMENT BY ALBERT J, KLINGEL, JR., EXECUTIVE DIRECTOR, FAIRFAX COUNTY
EconoMmi¢c & INDUSBTRIAL DEVELOPMENT COMMITTEE

Mr. Chairman and gentlemen of the committee, my name is Albert J. Klingel,
Jr. I am executive director of the Fairfax County Economic & Industrial
Development Committee, an agency of the Fairfax County government, I have
been directed by the members of my commmittee to present our views concern-
ing section 7 of H.R., 826 and earnestly to request the committee's favorable
consideration for the provisions of this proposed legislation that make possible
the transfer of jurisdiction over Dulles Airport access road and/or parallel
rights-of-way to the State of Virginia.

I will try to avoid repetition of the previous testimony, except to say that
we concar in the positions taken by Congressman Joel T. Broyhill, Mr. Carlton
(. Massey, Fairfax County executive and the representatives of the Fairfax
County Chamber of Commerce. We would like to bring to the committee's
attention several reasons why we feel that a great deal is at stake in this
matter not only for our own community, but for the entire Washington metro-
politan area and the Nation as well.

The advent of Dulles International Airport in Fairfax County has greatly
enlarged our opportunities for economic development. It appears certain that
the airport will influence a substantial expansion in western Fairfax County
and eastern Loudoun County and prove to be an attraction to a very sizable
number of private commercial and industrial enterprises. More than half of
the land in Fairfax County planned for industrial development is oriented to-
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ward the airport corridor. We envision development of these areas as em-
ployment centers of the highest quality based primarily on research and tech-
nically oriented industries and possibly including Government agencies with
seientific interests. We feel that this kind of economic activity will benefit
not only the general community, but also enhance the stature and utilization of the
important Federal airport facility at Chantilly. The active consideration being
given to the area by some of the largest and finest companies in the United
States has confirmed our confidence in its potential. In every instance, how-
ever, it has been clear that a final decision to locate in or near the airport
complex hinges upon the availability of suitable access to Washington, D.C.

The choice of Fairfax County as the location for Dulles Airport has enlarged
our opportunities, but at the same time, it has greatly increased our responsi-
bilities. We are conscious of the fact that for many millions of Americans,
the airport highway corridor will provide their first impression of their Nation's
Capital. We are also aware that many important foreign visitors to our coun-
try will receive their first and perhaps lasting impression of America from what
they see as they travel across Fairfax County from the airport to the District
of Colnmbia. It is our hope and our goal that these impressions will be favor-
able,

Years of time and effort have been invested by the country in plans to guide
the development of western Fairfax County including the airport corridor, ac-
cording to the prineiples enunciated in the year 2000 plan. Major clusters of
development include the unique Reston community, Herndon, and the Tysons
Corner complex, as well as industrial zones adjoining the Dulles Airport. These
higher density clusters will be separated by appropriate wedges of park land
and low-density estate areas. Representation for the enltural achievement of
our country has been assured by the decision of the Association of American
Symphony Orchestras to locate its National Center on a tract adjoining the
highway. Unless access is obtained. the development of this important segment
of the National Oapital area will be retarded. Moreover, the lack of appro-
priate highway connections will iniroduce distortions which may make it im-
possible for us to implement our portion of the year 2000 plan. Without proper
access, this area could well develop as a backyard for our ecity, rather than
fulfill its role as the front door to the Capital of the United States.

Pressure of population growth in western Fairfax County is certain to create
a continning demand for new and improved highways. The costs for these roads
would have to he met partly by the taxpayers of Virginia and partly by those
of the country as a whole throngh Federal contributions. Section 7 of H.R, 826
offers Congress the opportunity to meet this demand at virtually no additional
cost to the taxpavers of the Nation. Furthermore, by granting jurisdiction to
the State of Virginia, Congress will make possible the development of the Dulles
Airport corridor in a manner appropriate to the world’s largest and most mod-
ern airport and the threshold of our Capital City.

STATEMENT OF J. B. HARTRANFT, JR.. IN BEHALF OF THE ATrRCRAFT OWNERS &
Prrors ASSOCIATION

The Aireraft Owners & Pilots Association appreciates the opportunity to
present its views with respect to H.R. 826 and related bills which are before
the Snbeommittee on Transportation and Aeronauties,

We are in sympathy with many of the objectives sought by the sponsors of
the various bills before your committee. However, we do not believe that any
of the bills, as written, provides the best available solution to the problems now
confronting the committee. Therefore we recommend drafting a new bill rather
than attempting extensive amendment.

The Aircraft Owners & Pilots Association favors and urges congressional
action to divorces the Bnreau of National Capital Airports from the Federal
Aviation Ageney. The Burean's function: i.e., the day-to-day operation of air-
ports in the National Capital area, is not in harmony with the Federal Aviation
Ageney's principal purposes as ouflined in the Federal Avintion Aect of 1958 in
cection 103. The Administrator of the Federal Aviation Agency, by funetioning
in two such disparate eapacities, as a safety regulator and an airport landlord,
is placed in an undesirable position,
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We recognize that the FAA currently administers a number of airports in
Alaska, the Pacific islands, and even several in the continental United States in
the form of intermediate flelds for emergency purposes. We have, in the
Mitchel Field case, suggested that the FAA do even more along this line. How-
ever, we have always found it reluctant to expand this airport management
role. KEven in the National Capital area, where airport facilities for general
aviation purposes are woefully inadequate, where traffic density is reasonably
heavy, and where the FAA's right to act is fairly clear cut, it has resisted
recommendations by many parties, including ourselves, to take over or convert
available airport facilities in the Bolling-Anacostia complex or at Beltsville
to remedy the sifuation. By this reluctance, the Agency has demonstrated
itself as something less than eager to remedy present and curable problems
with economical and available solutions.

In our judgment, the Federal Aviation Agency has already reached a size
which makes it abnormally difficult to manage. Splitting the Burean away from
the Agency would help to reduce this unmanageable size.

Several alternatives are available for administering the Bureau of National
Capital Airports.

1. The Bureau can remain as is or it can be separated from the Federal
Aviation Ageney.

2. The Bureau ean be incorporated or remain unincorporated.

3. The Bureau ean be administered by a board or commission with or withont
an executive officer, or it ean be administered by an executive officer with or
without an advisory board.

4. The Bureau can be transferred to another existing agency of Government
already commissioned with similar functions and responsibilities and already
endowed with the necessary administrative overhead.

In our judgment, two solutions are acceptable for disposing of the Bureau
of National Capital Airports, one of which is much preferable to the other.

1. As the preferable solution, we recommend transfer of the National Capital
airports and appropriate portions of the Burean to an existing agency respon-
sible for operating service facilities of a comparable character. We suggest
that either the National Park Service or the General Services Administration
or both in combination could assume this obligation. Both have had extensive
experience in the operation of public facilities, landlord-tenant relationships,
concession administration and related problems associated with the ownership
and operation of buildings and facilities which serve the public. The National
Park Service has even had some experience in airport operation.

2. Acceptable as a much less desirable solution, would he to establish the
National Capital airports as a separate, unincorporated agency, administered
by a professional Director under the supervision of a part-time public service
airport board representing the interests to be served by the National Capital
airports.

The merit of the first solution lies in that such a transfer would avoid estab-
lishment of still another independent public agency with all the attendant costs
of complete administrative overhead for legal, fiscal, personnel, supply, and simi-
lar purposes. The transfer would relieve the Federal Aviation Agency of a fune-
tion different from its basic purpose, as previously indicated. The transfer would
place this function with an agency already established to provide comparable
serviees in the National Capital area.

In many respects, many of the feaiures embodied in the National Capital air-
ports have been established to serve the requirements of governmental prestige.
In our judgment, this precludes, or ought to, treatment as a businesslike enter-
prise on a corporate basis. In large part, these airports embody monumental
characteristics, appropriate perhaps to the seat of government, but estahlished
to serve political or diplomatic purposes rather than transportation purposes,
The facilities, particnlarly at Dulles International Airport, greatly exceeded the
real needs of the air transportation market in the Washington metropolitan area.
No community of a comparable size or similar market potential that we know
of has established such monumental airport facilities or invested comparable
funds for this purpose. Following is a list, drawn from a U.8. Census source, of
the 20 largest metropolitan areas in the Nation. We were unable to obtain con-
solidated eapital investment figures for their airport facilities. However, in our
estimation, due to size, location, time of construction, and similar cost factors,
it is unlikely that any but the top three could have a greater airport investment
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than the Federal Government has in the National Capital airports—and even
those three may not.

Rank of standard metropolitan statistical areas in the United States, 1960

Rank ‘ Metropolitan area Population || Rank Metropolitan area Population

} | Los Angele: i, 742, 606 Baltimore L 1,727,023
v 1, 680, 420

= 1, 482, 030

5 | Detroit....-. 1, 306, 957
6 | San Franelsco. 1,243, 158
7 | Boston. ... Milwaunkee. 1, 104, 200
8 | Pittsburgh_ . 2, 405, 435 Paterson.. . - 2 1,186, 873
9 | 8t. Louls.. by i 2, 060, 103 Seatl 1,107,213
0 | Washington, D.C___. 2,001, 897 allas. ; 1,083, 601

1 ‘ New York 10, 694, 633 ‘ Oleveland. o ceaaeev 5 =S 1, 706, 505

Chicago. . . t 6, 220, 013
Philadelph - 7

a
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Furthermore Dulles was designed primarily to serve jet aireraft traffic. There-
fore most of its facilities exceed the needs of most other aireraft users in both
air carrier transportation and general aviation. We do not mean to say that
nonjet air carrier or general aviation users have no need to land at Dulles now
that it is established and operational; rather we mean that the facilities in
terms of land, runway and taxiway length and width, and buildings are much
greater than these aircraft require. In fact we believe both the present and
foreseeable needs of the area for air carrier airport facilities were being and
could have been adequately served by Washington National Airport and Friend-
ship International Airport. Apparently, the “pregional airport concept” is valid
Federal policy almost any place except in the Washington region.

Similarly Washington National Airport is designed and organized primarily
to serve airline traffic of the nonjet character. Most of the facilities provided
exceed the needs of most general aviation users, although not by the vast mar-
gin which prevails at Dulles International. Again, we do not mean to imply that
general aviation users have no need to land at Washington National but rather
that the facilities provided are either greater than most general aviation ir-
eraft need or are limited to the service of air carrier aircraft. Incidentally we
feel that service facilities at Washington National for general aviation are in-
adequate for the traffic and hope the authorities responsible will move at once
to enable the establishment of some competition for this business.

The merit of the second solution, stated above, lies in its economy and respon-
siveness to nser requirements. A professional Director of Airports wonld be much
less expensive than a Board of five, drawing £100,500 plus additional expenses
for personal staff, travel, perquisites, ete.

A part-time Airport Board, representing the user interests concerned could
provide adequate broad policy guidance to the Director at minimal cost to the
Government. Such a system is nsed in most communities across the Nation.

In our view H.R. 826 has several defects:

1. The Advisory Board is advisory rather than supervisory. As an advis-
ory panel its impact would be much less effective. Not being composed
of user representatives it would not be responsive to user needs for service
or cognizant of user capabilities. This is not to say that the Board should
not include a representative of the public which is also a user.

2 The bill lacks eriteria for establishment of charges and fees to be levied
by the corporation.

It does specify that the Corporation is to be run on a businesslike basis and
that all costs, including investment, interest, ete., should be recovered. It in-
cludes also provisions that charges should be “fair and reasonable,” “consistent,”
and that eapital investment should not include the equivalent of funds that
would have been provided by the Federal Airport Act under normal circum-
stances. We agree that if the bill is adopted and the Bureau is incorporated,
a more businesslike operation would probably result. However we contend that
since these monuments to governmental prestige are excessive to the needs of
most aviation users, that at least the excess must and ought to be borne by
the Public Treasury. Any fees developed to recover full costs of all of the
facilities provided, even excepting the equivalent of FAAP funds, would con-
stitute an nnwarranted and diseriminatory burden upon the aeronautical users
for facilities which were not provided to meet their needs but to satisfy other




132 WASHINGTON, D.C., AIRPORTS

nonaeronautical purposes. We doubf that businesslike operating principles
ire appropriate to nonbusinesslike capital investments and believe the Corpora-
tion would have trouble reflecting this disparity in its dealings with tenants
and users.

With respect to user charges let us state at the outset that, as a general prin-
ciple, we are not opposed to user charges if such charges are imposed uniformly
throughout Government for all comparable services provided to all comparable
users. In our view, user charges should not be selectively applied to highway
users or to aeronautical users alone.

However, while on the subject of user charges, we might point out that one of
the primary reasons for Government activity in a given field is to make avail-
able a certain service or facility to the public for free use. Up to recent times
the concept has been that taxation was the user charge for Government-provided
services and facilities. In fact we believe it is highly questionable whether the
Government should be engaged at all in any sort of activity which is deemed to
provide selective benefits for a few rather than being in the public interest. We
suspect that any enterprise in which user charges are appropriate properly
belongs in the realm of private enterprise and should be avoided as not in the
publie interest.

At this point it is important and necessary to distinguish between the two
kinds of aeronautical user charges which are currently discussed. One kind is
that suggested in the President's budget. It consists of a gallonage tax on avia-
tion fuel or an excise on tickets or waybills to partially offset the cost of the air
traflic control system provided by the Federal Aviation Agency. The other kind
consists of a specific fee applied by an airport landlord, either directly or in-
directly, upon a specific aireraft operator for his use of the aeronautical airport
facilities provided by the landlord. It is this latter kind which concerns us
with respect to the legislation under consideration.

If and when the general principle of user charges is to be applied to direct nsers
of aeronautical airport facilities, then we believe those charges shonld be scaled
to reflect the extent of the specific user's need for such facilities,. We recognize
that this may impose extensive cost accounting requirements upon the Govern-
ment, but equity demands that users not be charged user fees for facilities
gratuifously provided which are grossly superfluous to the specific user's needs,
In this regard we believe that any user charges levied should be formulated on the
basis of the following eriteria :

1. Facilities established to meet air carrier needs should not be reflected
in fees charged to general aviation users and viee versa,

2. Facilities established to meet the needs of large aireraft should not
be reflected in fees charged to users of small aireraft and vice versa.

3. Facilities established to meet the special needs of jet, helicopter,
V/STOL, or any other special aireraft, should not he reflected in fees charged
to users of piston, fixed-wing aircraft, and vice versa.

4. Facilities established to meet the special needs of cargo operations
should not be reflected in fees charged to noneargo operators and vice versa.

9. Facilities established for purposes of governmental prestige, statecraft,
or meeting military requirements should not be reflected in fees charged to
civilian or nongovernmental users.

In summary, the Aireraft Owners & Pilots Association recommends pref-
erably that, rather than adopting any of the bills now before the committee, new
legislation be drafted to transfer Washington National Afrport, Dulles Inter-
national Airport, the Dulles access road and such personnel, and other property
and records of the Bureau of National Capital Airports as is appropriate to
either the General Services Administration or the National Park Service, to ad-
minister along with their similar responsibilities for other public buildings.
parks, and monuments in the National Capital area. 'This transfer should be
accompanied by instruetions that any user charges to be levied should be de-
veloped in consonance with the criteria outlined above, and that the public in-
terest portion of the cost of any facility provided, will be borne by the Public
Treasury rather than attempting recovery through user charges.

Alternatively, AOPA recommends that the National Capital Airports be estab-
lished as a separate unincorporated agency, administered by a professional
director under the supervision of a part-time public service Airport Board
representing the interests to be served. It should be instructed regarding user
charges as in our previous recommendation,

We believe one of these actions will provide the most economical and equitable
solution to the problems now before the committee,
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BALTIMORE, Mp., March 19, 1963.
Hon, JoEN BELL WILLIAMS,
Chairman, Transportation and Aeronautics Subcommittee,
House Interstate and Foreign Commerce Committee,
House of Representatives, Washington, D.C.

Having been the mayor of Baltimore under whose administration plans for
Friendship International Airport were inaugurated, I feel a deep personal and
civie interest in the bills introduced in the Congress to protect this facility from
unfair competition from Dulles International Airport. In particular, I strongly
support and recommend favorable action on legislation which would transfer the
control of the Dulles International Airport from the hands of the Federal
Aviation Agency Administrator, the very man who has jurisdiction over the
airlines themselves, to an independent board. Such action to divest the FAA
Administrator from his dual role as regulator of the airlines as well as of the
Dulles facilities which the airlines are being pressured to use is especially
imperative in this area which has been imbued through so many unfortunate
experiences with serious misgivings about the state of morality and ethies in
government.

Like Caesar's wife, chosen representatives of the people must be above sus-
picion, and the FAA Administrator surely cannot achieve this statns while he
is forced to promote business for the federally constructed and federally operated
Dulles airport at the same time that he holds life-or-death power over the air-
lines which must decide whether or not to use it.

Friendship International Airport, constructed with 80 percent of the costs
being provided by Baltimore City, can and will compete successfully with the
all-Federal Dulles International Airport if the fight for air traflic can be
conducted without the direct or implied intervention of the FAA in behalf of
Dulles. For these reasons, I again urge your committee to establish a Washing.
ton Airports Board, independent of the FAA, to operate Dulles airport and the
other public air facility, under the jurisdietion of the Government in the area,
Washington National Airport.

Tueopore R. MoKELDIN.

Tur METROPOLITAN WASHINGTON BoArp oF TRADE,
Washington, D.C., April 1, 1963.
Hon. Joux BELn WILLIAMS,
Chairman, Trangportation and Aeronautics Subcommittee,
House of Representatives, Washington, D.C.

DEAR M CHAIRMAN: The Metropolitan Washington Board of Trade has
followed very closely your recent hearings on H.R. 826 which would incorporate
Washington’s two airports under the Federal Aviation Agency, and H.R. 2081
which wonld create a Washington Airports Board as an independent agency of
the Federal Government.

Becaunse the adequacy of air service to the met ropolitan area of Washington
vitally affects every resident, we wish to express our concern in the issues before
your committee and request permission to have onr views included in the record.

The Board of Trade has supported a second airport for Washington ever since
it was first authorized by the Congress in 1950. Because we have long supported
the creation of a second airport, we are delighted to have Dulles International
Airport now available and operational.

We do not see much need to add to the vast amount of factual detail that
has been presented to your committee during recent hearings and in hearings
conducted in the last Congress, but we believe we can be helpful in reiterating
the great interest of the Washington community in Dulles as Washington’s jet
airport and in operating it and Washington National in the most effective,
efficient, and economical manner.

We urge the enactment of HL.R. 826 because we believe that the concept of a
Government corporation is ideally snited for Federal revenue-producing business-
type activities. Both Washington National Airport and Dulles International
Airport fall clearly within this category. As such, they need and shounld have
the type of exeentive direction provided in HL.R. 826. We believe it would be a
mistake to try to run business-type activities under a multimember board as is
provided in H.R. 2081.

We also want to express the gratitude of the Washington community for the
foresight of the Congress in providing a second airport; it iz obvious that the




134 WASHINGTON, D.C., AIRPORTS

metropolitan area has outgrown the ability of Washington National Airport
alone to serve the air transportation needs of the Nation's Capital.

Dulles is a striking, farsighted, imaginative concept in airport planning and
layout. The hundreds of thousands of sightseers who have visited the airport
during the inclement months since its opening furnish eloquent evidence of its
impact and the pride the community takes in it. It isa magnificent gateway to
the Capital of our great country. In our opinion, it will more than fulfill its
expectations in the years ahead. With the rapid inereases in range and other
technological features of air transportation, and given real management as pro-
vided in H.R. 826, we envision it as a prime international gateway to the United
States in the very near future.

Dulles International Airport is an asset of tremendous value to the people of
the city of Washington and its surrounding areas., Travel time to it is decreas-
ing rapidly with the increasing availability of fine road networks. With the
opening of Cabin John Bridge, the airport is very readily accessible from points
from which many Washington travelers depart and arrive.

Having supported all efforts to bring the airport to reality in recent years,
the Board of Trade would be remiss not to advise you now that our interest and
support are greater than ever. As Washington boosters, we are at the same
time boosters of the Capital of the Nation that leads the free world in a time
when international travel facilities make a must of the success of Dulles.

We believe efficient, executive-type management rather than the creation of
another Government agency represents the wisest management. H.R. 826 meets
this criterion. We urge its favorable support by your committee and its enact-
ment by the Congress as soon as possible.

We appreciate the opportunity of placing these views before yvour committee
and the Congress.

Sincerely yours,
CHARLES E. PuILLies, President.

Mr. Wirriams. The committee will stand adjourned.
(Whereupon, at 3:30 p.m., the committee adjourned, subject to the
sall of the Chair.)
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THURSDAY, MAY 16, 1963

House oF REPRESENTATIVES,
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS
oF THE COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10 a.m., in room 1334,
Longworth Building, Hon, John Bell Williams (chairman of the sub-
committee) presiding.

Mr. WinLiams. The subcommittee will be in order, please.

This morning, the Subcommittee on Transportation and Aero-
nautics will take additional testimony on two bills, H.R. 826, and:
H.R. 2081, both of which have to do with the creation of a National
Capital Airports Corporation or Board. These hearings were
prompted by certain points that were raised in the report received by
this committee from the Comptroller General.

As I understand it, representatives of his office are here this morn-
ing to explain and elaborate further on this point.

Is Mr. Litke here? Mr, Litke, I believe you have several associates
with you. You might bring them around too, and identify yourself
for the record, please, sir.

STATEMENT OF ARTHUR L. LITKE, ASSISTANT DIRECTOR, CIVIL
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING
OFFICE; ACCOMPANIED BY FREDERICK A. RANDALL SUPER-
VISORY ACCOUNTANT, CIVIL ACCOUNTING AND AUDITING DIVI-
SION: SIMMONS B. SAVAGE, JR., ASSOCIATE DIRECTOR, ACCOUNT-
ING AND AUDITING POLICY STAFF; AND ARCHIBALD B. BROWN,
ATTORNEY, OFFICE OF GENERAL COUNSEL

Mr. Lirge. Mr. Chairman, on my far left is Mr. Arch B. Brown,
attorney, Office of General Counsel, and next to him is Mr. Simmons
B. Savage, Jr., Associate Director of our Accounting and Auditing
Policy Staff, and on my right is Mr. Frederick A. Randall, supervisory
accountant on our Federal Aviation Agency audit assignment,

Mr. Chairman and members of the subcommittee, we very much
appreciate the invitation to appear here today to present our views on
H.R. 826, to create the National Capital Airports Corporation.

In our report to the Honorable Oren Harris of April 24, 1963, on
the bill, we stated that we were unable to recommend favorable con-
sideration of the proposed legislation and gave our reasons for this
conclusion in some detail.

135
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In the interests of brevity, we propose only to summarize the rea-
sons for our conclusion and to suggested changes to the bill in the
event that the subcommittee decides to give favorable consideration
to the requested incorporation.

As an agent of the Congress, we are concerned with any lessening
of congressional control which may result from incorporation or a
change to revolving fund financing, which customarily is employed
in Government corporate type of organization.

This concern is translated in the application of criteria by which
we view legislative proposals such as the bill in our discussion today.

These criteria are that the public interest is best served when (1)
congressional control of Federal activities is exercised through the
annual reviews and affirmative action on planned programs and
financing requirements which attend the appropriation processes and
(2) the application of statutes and regulations which usually govern
the operations of Government agencies,

We regard any proposal which does not provide for the equivalent
of these safeguards as a lessening of congressional control and a de-
parture from our criteria.

In our opinion a lessening of congressional control is justified only
when a net advantage to the Government, in terms of greater program
effectiveness and efficiency and economy in operation, can be expected
to result.

In reaching a judgment as to the probable net advantage or disad-
vantage to the Government, we examine the pertinent factors and
circumstances involved in each proposal and the reasons advanced for
the change.

Unless a net advantage is apparent as a result of these analyses,
we feel it is our responsibility to recommend against favorable
consideration.

H.R. 826 proposes to confer on the airports management a substan-
tial amount of freedom from the controls which are imposed on con-
ventional agencies which are financed by appropriations. When we
considered the reasons advanced by Federal Aviation Agency to sup-
port the need for this change, it seemed to us that some of the objec-
tives, such as improved budgeting, accounting, and reporting, could
be accomplished without any change in organization or financing
method.

Others, such as a justified need for financial flexibility to meet
unpredictable fluctuations in the demand for airport services, also
can be met through the regular appropriation processes.

Lastly, but possibly even more significantly, other objectives such
as authority to fully develop potential sources of revenne common
to airport operations, involve decisions as to the scope and type of
activities to be undertaken and expenditures to be made.

In our opinion, these are matters which shonld be subject to the re-
view and approval of the Congress and should not be left so com-
pletely to the decision of agency management. In the circumstances,
we were not convinced that a net advantage to the Government wonld
result from the corporate organization envisioned in H.R. 826.

Should the subcommittee conclude that incorporation of the air-
ports would better serve the public interest than the present organiza-
tion and financing methods, you will note that our letter of April 24,
1963, contains suggestions for amending certain sections of H.R. 826.
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These related principally to the need for strengthening congres-
sional control, the operation of the airports on a self-sustaining basis,
and the simplification of certain aspects of the bill.

This concludes our prepared comments on the bill. We will try
to answer any questions which the subcommittee may have.

Mr. Wirtasms, Thank you very much. You mentioned in your
statement that should the subcommitee conelude that the incorporation
of the airports would better serve the public interest, you would
suggest certain amendments which were incorporated in your letter,
which was forwarded to the committee.

Would you mind discussing these amendments?

Mr. Lirke. On page 6 of our letter to Mr. Harris is where we start
the discussion relative to specific sections of the bill. The first item
we refer to relates to section 5(a), page 3, line 2, of the bill, which
provides for the setting of rates and charges on a self-sustaining basis
while section 5(b), page 3. line 10, provides that rates and charges
be “consistent with rates and charges of a similar nature at comparable
airports within the United States.” There is a possibility of a conflict
between those two provisions, particularly in the case of Dulles Inter-
national Airport which, in the first years of operation, may not be
able to operate on a self-sustaining basis if rates and charges are con-
sistent with those of comparable airports,

Mr. WirLiams. The language of the bill, however, follows with the
words, “Consistent with sound commercial practices.” To what
extent. would that modify the term “self-sustaining business enter-
prise basis" ¢

Mr. Lrrge. This would have an effect obviously on the rates that

would be charged at Dulles, but we feel there is a possibility of conflict
here and it might be advisable to clarify this in the bill.

Mr. Witniams., Do you have any suggestions for a means of clarify-
ing it ?

Mr. Lrrge. I don’t have any at the moment.

Mr. Witniams. Let me go back over this paragraph just a moment.
On page 2 we say:

The Congress hereby declares that it is in the public interest that, to the
maximum extent practicable but subject to and in accordance with requirements—
and so forth it should be operated or effected on a self-sustaining basis
consistent with sound commercial practices.

Do you have any suggestions as to how that language might be
improved so as to make it clearer?

Mr. Lirge. We would have to give that additional study to come
up with the language which we feel would take care of our particular
problem with this section.

Mr. Frieper. On page 3, section (B) starts with:

The rates and charges for space, facilities, and services shall be fair and
reasonable and shall be consistent with the rates and charges of a similar nature
at comparable airports within the United States.

I would concur with your argument. that Dulles will not be on a self-
sustaining basis for some time. In other words, you would say that
Washington National Airport charges such a rate and you wouldn’t
be able to liquidate it, illldl} think what we said up here about it being
self-sustaining we are undoing right here in the other paragraph.
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Mr. Witrtams. Do you feel that there is an inconsistency in the
language just quoted by Mr. Friedel and the language in the previous
paragraph that would make the two incompatible?

Mr. Lirge. I would think so. This is part of the facts we have as

to just what is self-sustaining in (B) and then sound commercial
practicesin (A).
. Mr. Winniams. The term “self-sustaining” I think should be read
in context with the language “to the maximum extent practicable,”
which, in my opinion, completely modifies the words “self-sustaining”
and makes it rather flexible.

Mr. Larke. This is the problem, sir. Mr. Friedel raises the ques-
tion and you have another view on the thing. This is the problem we
come up with. We would like to get some clarification in here so it
would [l:e clear to everybody as to just precisely what is meant here.

Mr. Wirniams. Mr. Devine.

Mr. Devive. Have you, in your research on this legislation, com-
pared the proposed landing fees between Washington National and
Dulles?

Mr. Lirge. No,sir.

Mr. Devine. I think if you would get into that feature, you would
find quite a difference. The fees at Dulles, I think, are considerably
higher than they are at Washington National. Is it your understand-
ing that Washington National can be operated at a profit and the profit
can be used to offset some of the expenses at Dulles ?

Mr. Lrrge. This is possible the way we see the bill ; yes, sir.

Mr. Devine. Do you consider that as part of a self-sustaining
operation

Mr. Litke. The corporation as a whole presumably would be self-
sustaining for both airports.

Mr. Devine. There again enters these very words to which you have
entered an objection.

Mr. Lirge. Yes, sir.

Mr. Devine. Then your first suggestion is that the intent of section
5 should be clarified by additional language ?

Mr. Litke. Yes, sir.

Mr. Wirtiams. All right, sir.  Now, the second amendment or the
second change that was proposed to the bill.

Mr. Larke. This is on section 6(5) (A) and (B), page 6, line 5, of
the bill.

Mr. Witriams, Page 6, line 5.

Mr. Lrrge. That is right, page 6, line 5. The sections (A) and (B)
there provide for acquiring property and constructing buildings and
improvements without specific authorization by the Congress.

The only restriction placed on the initiation of capital projects or
new types of activities is that contained in section 11, page 14, line
7, that such capital projects or new activities shall be included in the
annual budget program prescribed by section 102 of the Government
Corporation Control Act.

We believe the Congress would be provided with better control if
H.R. 826 provided that the Congress would have to specifically approve
items of this nature before they could be undertaken: since this could
be accomplished by requiring approval in annual appropriation acts
of such projects and new activities as the Congress may wish to
establish.
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Mr. Wiarams. As I nnderstand it, the purpose of this corporation
is to provide a more efficient operation of the two airports so as to
take some of the redtape away, in order to permit these people to do
business and give them enough flexibility to do business in an eflicient
manner,

I can well understand the objections which have been raised on this
point and certainly I am sympathetic to retaining the maximum
congressional control.

However, the suggestions that you have made that each specific
project be submitted to the Congress for approval would certainly
burden the corporation considerably in its operation, it appears to me.

Now, should there be a cutoff or a specified amount set in the trans-
action which could give the corporation sufficient flexibility and yet on
major projects require that they come and have the approval of
Congress ?

Mr. Lrrxe. This, of course, would increase the congressional control
over the way it is written now by the suggestion which you made.
With respect to WNA, which has been a part of FAA or its predecessor
for the last 20 or 30 years, we have no evidence of any activity being
hampered by FAA coming to Congress to receive specific authorization
for anything they wanted to do there. There is no evidence that we
know of that they have been hampered in any respect in its operation.

Mr. Wirniams. Are there any questions on this point?

Mr. Hempain, Yes, sir, Mr. Chairman. I am somewhat con-
cerned. I don’t think Congress ought to be in the airport business
and I don’t think the United States of America ought to be, but we
are in it. Here is a measure on which FAA comes and says we can
administer more efficiently.

As I understand it, all FAA wants is an opportunity to have a
manager that can run the airports and put your finger on. The
question of congressional control to me is a red herring because we
haven’t got the time or the facilities to run the airport in this com-
mittee, and this committee would have the jurisdiction with the ap-
propriate Senate committee, so I think what we are searching for here
1s some help in solving this problem, and there are problems.

If you go out there and land at Dulles you get on one of those
big buses, you realize somebody has to be responsible for that and
somebody has to see that they run every day and somebody has
to be responsible for all the other activities.

I have supported this bill because if somebody tells me it is going
to be more efficient, I am for it, and the reason we have the FAA,
and the reason we have the Federal Trade Commission, and the
reason we have the Securities and Exchange Commission is for more
efficiency, as T understand it, in the supervision.

Therefore, I was somewhat distressed to see the original report
from your agency which offered, as far as I could see, no constructive
suggestions. That is what we are looking for. Just to say that con-
gressional control would be lost hardly seems sufficient. T don’t know
that we have much control now.

We don’t know who controls it. We don’t know whom to go to.
If we had something like this measure proposed we could call someone
up here before this committee and say, "_Lisfon._ what is wrong out
there at Dulles and what is wrong at National,” and we would have
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somebody we could put our finger on, so to speak—I say that in no
critical way. ]

L would prefer that we sell Dulles and National to some private
concern_and let them run it, but we have this baby on our hands out
here at Dulles and we have National. y

These people say they can run it more efficiently. If you tell me
they can’t run it more efficiently, I might go along with you, but. you
haven’t said that yet. ; :

Mr. Frieper. Would the gentleman yield ¢

Mr. Hememinn. Yes, sir.

Mr. Frieper. I have been listening to what you have just said, and
I can’t see how the FAA ecan run it efficiently at all. You are com-
plaining that there is nobody you can put a finger on about the mobile
lounges at Dulles Airport or National Airport. If you just get on
the phone and call the FAA they tell you who is in charge at Dulles
and they will tell you who is in charge at National.

I understand they brought some man to Dulles from Cincinnati,
Ohio, a great, efficient airport manager, but evidently they are not
running it efficiently now and that is the reason why they want to
have this corporation or board.

There is another thing I want to bring out here that you ave talking
about,

Mr. Hemenrnn., I yielded to you for a question.

Mr. Frieoer, That is where we differ.

Mr. Hempainn, I don’t think you and I will ever reconcile our dif-
ferences because we have Friendship Airport in your backyard. That
is the whole trouble.

Mr. Friever. You think that Dulles Airport has to be run by a
corporation ? Is that the way you feel? !

Mr. Hesenine, Well, it goes back to the fact that if a man has sense
enough to get a job he has sense enough to run it.

Mr. Friepen. I agree with you on that.

Mr. Hempeminn, And the FAA Administrator is running this and I
want to help make it more efficient. £

Mr. Friepen. Keep the FAA out of it and have this Board to run
it as in FL.R. 2081. That is the answer?

Mr. Hempuinn, We can always change. If we pass this legislation
and it doesn’t do what they say it will do it can be changed, but as long
as they say they need it as an Agency of this Government, unless we
have proof that they don’t need it or that it wouldn’t work more effi-
ciently, certainly the Congress ought to try to cooperate with the
Agency. '

For instance, if you came in here and said that you needed some
legislation, I would have respect for your poesition and your experi-
ence. That is the way I feel about it. We have to resolve the
question,

I hope you don’t think I am being unduly critical, sir. Tt is just
that there has been quite a hassel about this piece of legislation and it
disturbs me because usnally I try to cooperate with whatever admin-
istration is in power when they ask for some legislation.

Thank you.

Mr. Wizriams. Any further questions?

Mr. Devize. Mr. Litke, assume the committee would reject this
legislation and we enacted nothing along the corporation line. Would
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Dulles then be operated, do you presume, as Washington National is
now being operated ?

Mr. Lrrge. I would think so; ves, sir.

Mr. Devixe. And is it within your knowledge that Washington
National at the present time is operating at least at a break-even point
and perhaps making a little money ?

Mr. Lrrge. We recently issued a report on Washington National
Airport for fiseal years 1959 through 1961, This report indicates that
the FAA stated that the WNA operated at a profit. However, we
believe that becanse of the accounting treatment accorded certain items
of expense and revenue WNA actually operated at a loss.

Mr. Devine. At a substantial loss? That is a relative term. What
figures are you talking about roughly? Are you talking about $50
or $50 million, or what ?

Mr. Raxparr. We are talking about the difference between the
profit recorded of about $400,000 when actually it was a loss of about
$300,000. That is a difference of $700,000. The principal reasons for
this were the failure to record the liability for acerued annual leave
of about $200,000, the splitting of depreciation by putting part of it
through the expenses of the airport and part through the mvestment
aceonnf, and the recording of only part of the imputed interest as an
expense of operating the airport.

Mr. Devive. By a difference in accounting treatment you have re-
duced a $400,000 profit to a $300,000 loss?

Mr. Raxparr. This is caused by the treatment of deprecintion and
interest expense as adjustments to the investment account rather than
charging them through the operating accounts that results in this
profit.

Mr. Devine. We today have various means to arrive at different
conclusions, but it leads me to the next question and perhaps you will
change my opinion on this. TIs it the opinion of your organization
that the Washington National Airport, operated by the Federal
Aviation Agency, is being operated in an efficient and businesslike
manner?

Mr. Raxpart. We had only two problems at WNA which indicated
that there was inefliciency in operations. The principal problem was
the delay in entering into agreements with the airlines for certain land-
ing fees and space requirements.

WNA has now entered into new interim agreements which have
just about doubled the landing fees and the rental charges. When
these new rates become fully effective, it should increase revenue con-
siderably, and WNA eventually should be on a self-sustaining basis.

Mr. Devine. Then I again ask the same question. Is it the opinion
of the general accounting office that Washington National is now be-
ing operated on a businesslike and efficient basis?

Mr. RaxparLn. Yes; it is.

Mr. Deviye. Do you think the enactment of this legislation would
improve those practices that are now in operation at Washington Na-
tional?

Mr. Raxparr. The form of organization doesn’t matter. Tt is the
head of the organization directing the operations that matters, and
he can direct it just as well as a Federal agency as he can as a cor-
poration.

Mr, Devine. Did you say whether he can, or that he can’t?

98-1556—63——10
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Mr. Raxpanr. He can.

Mr. Devine. That would also apply to Dulles International ¢

Mr. Raxpavnr, That is correct.

Mr. Devine. In your opinion?

Mr. Ranparn. Yes,sir.

Mr. Devine. Thank you, Mr. Chairman.

Mr. Wirriams. Mr. Sibal.

Mr. SiBaL. No questions.

Mr, Wiretams. Is there any further questioning on this point?

Mr. Frigper. Mr. Chairman, I first want to congratulate Mr. Litke
on his fine statement. The point that I want to bring up here is this.
There was some talk that if they formed a Corporation and ran it in
an efficient manner they could transfer funds from the Washington
National to operate Dulles under this corporation setup.

Mr. Larke. It would be possible as far as we know.

Mr. Frieper. I notice here that on page 3 we specifically say:

In the determination of such rates and charges, each airport under the juris-
diction of the Corporation shall be considered as a separate entity and the Cor-
poration shall give due consideration to the costs of operation of—
and so forth and so on.

I think the question we asked is whether they could transfer funds
from one airport to another, and I thought you said yes under this
proposed bill.

Mr. Hempaiun., Would the gentleman yield to me at this point?

Mr. FriepeL. Yes.

Mr, Hempaiin, Actually if landing fees are going to be just assessed
for those purposes, they have to be treated as separate entities because
otherwise we will be charging some company for landing at National
the fees you would charge landing at Dulles, it seems to me.

Mr. Frieoer. In other words, it is only as far as landing fees that
they should be treated as separate entities?

Mr. Hempainr. No.  That is just one of the reasons I would think.

Mr. Frieper, I thonght that we were separating both airports under
the proposed Corporation bill. The Corporation could appoint a man-
ager for Washington National and one for Dulles. That is my inter-
pretation of it.

I am getting more confused as we go along. I like what this gentle-
man said, that it can be run under the FAA in an efficient manner
without the Corporation.

Mr. RaxpaLr, Yes, sir.

Mr. Frieper, That is all.

Mr. Wirtiams. Mr. Litke, I personally would certainly go along
with Mr. Hemphill and his suggestion that the Congress should give
consideration to any suggestions made by the agency for reorganiza-
tion which would promote the efficient operation of these two airports.

I can’t go quite as far as he did in suggesting that the issue of con-
gressional control was a “red herring.” 1 feel that the Congress has a
constitutional responsibility to exercise control and oversight over the
expenditures of public funds to insure that these funds are expended
in 2 most prudent manner.,

With respect to the particular thing that we are talking about at the
moment, if you go to page 14, section 11, you find that—

The Corporation is authorized to nse its funds, from whatever source derived,
in the exercise of its corporate powers and functions, except that the Corporation
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shall not undertake any eapital projects, or new types of activities, not included
in the annual budget program prescribed by section 102 of Government Corpo-
ration Control Act.

Taking that language at face value and not being too familiar with
section 102 of the Government Corporation Control Act, I would
assume that a budget would be required to be submitted to the appro-
yriate committee of the Congress for approval or to the Congress itself

or approval in advance of the fiscal year. On the assumption, for

instance, that the budget should be submitted, which would include
the purchase of additional property and the building of a multimillion
dollar hotel, what authority would the Congress have with regard to
acting on that budget, should the Congress disapprove of this par-
ticular project under section 102 of the Government Corporation éon-
trol Act?

Mr. Savage. Mr. Chairman, I would like to try to answer that ques-
tion. The matter of congressional control is a question of degree here.
Under the usual Government corporation processes, the budget is sub-
mitted under the Government Corporation Control Act and usually
the only definitive or definite action which the Congress has to take
is to set a limit on the administrative expenses.

The actual construction and other aspects of the program, whatever
it may be, are presented to the Congress, but usnally the Congress does
not have to take definite action approving it or disapproving it.

It is a matter that they can act on or not, as the case may be. The
presumption may be, since it is presented and they don’t take any ac-
tion, that they approved what was presented.

Mr. Wiztams. I am not as much concerned with what Congress
might do as with what authority Congress has.

Mr. Savace. The Congress has the anthority to take such action as
they desire.

Mr. Witriams. Congress can approve or disapprove specific proj-
ects in the budget.

Mr. Savace. Absolutely. There is no question about that.

Mr. Wirrrams. Actually Congress retains control over the projects
or the functions that are listed on page 6 under subparagraphs (A),
(B), (C),and (D) ?

Mr. Savace. They have the opportunity to exercise such control
as they desire,

Mr. Wirttams. That is the point T wanted to bring out.

Mr. Savage. The comparison there is that they don’t have to take
specific action, whereas in the case of appropriations, they do have
to take specific action.

Mr. Wiriams. So to that extent, of course, the suggestion that Con-
gress is relinquishing control over specific projects would have to be
modified to that extent ?

Mr. Savaee. That is right. Congress can exercise such control as
it desires under the Corporation. There is no question about that.

Mr. Wiraxans, Any further questions on that particular point?

Mr. Frieoer, Mr. Chairman, yes. I understand that a motel or
hotel is being built or is to be built at Dulles Airport. TIs there any-
one here that can answer that question? TIsthat true or not ?

Mr. Raxpavr. That is true, sir.

Mr. Friepen. By what authority was that done ?
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Do you know, Mr. Chairman ?

Mr. Wirrrams. Idon’t know.

Mr. Frieper. T understand there is a motel or hotel being built or
going to be built. There is an agreement made and everything and
we don’t know anything about it.

Mr. Hempainn, They needed one out there.

Mr. Frieoer. It is not a question of whether they need it or not.
I want to know by what authority.

Mr. WirLiams. Perhaps that question would be better directed to
the Federal Aviation Agency.

Would you mind waiting for that?

Mr, Friepern. No.

Mr. Wirniass. The third suggestion for a change in or modifica-
tion of the bill would be where, Mr. Litke?

Mr. Lrrke. Seetion 6(5) (D), page 6, line 19, would allow con-
tractors or lessees to alfer, repair, or improve property of the Corpo-
ration. In this connection, we direct attention to the possibility of
concessionaires and tenants obtaining a vested and continuing interest
in the improvements made by them to Government-owned property
which would necessitate subsequent expenditures by the Government
to remove such vested interests,

In addition, this authority would permit substantial changes to be
made fo Government-owned property without specific approval by the
Congress, thereby reducing congressional control.

Mr. Wintiams. Would you like to elaborate on that just a little
further, please ?

Mr. Lirge. For instance, if, through their authority to enter into
contracts with concessionaires various additions were made to the
concessionaires’ area at the airport building or bunildings erected on
the surrounding property, when the concession expired, instead of
having the concessionaire remove whatever he has done, presumably
the Federal Government would have to do this at its own expense.

Mr. Wiiriams. Use as an example Page Aireraft, which, T believe,
is operating out there now, I suppose in the capacity of a fixed-base
operator, general aircraft. Does this contemplate, in the event they
should decide to put an administration building on the field and
should get permission to do so at their own expense, that should their
contract expire and the Page Aireraft would no longer have the right
to operate on the field, this does not require that they remove that
building from the premises?

Mr. Lrrxe. It would depend on the nature of the concession. It
could very well be written in the concessionaire’s contract.

Mr. Wiriams. Wouldn't that be something to be negotiated?
Wouldn’t that be something to be considered in the negotiation of a
contract with a concessionaire ?

Mr. Brow~. I would consider that a matter for negotiation in the
contract, not necessarily by legislation. ;

Mr. Wirtrams. That brings us up to this point. The Congress is
hardly in a position to negotiate contracts and that is, in my opinion,
a pretty good argument for the creation of a corporation so that the
corporation could enter into such contracts and with such materials
and stipulations which might serve the benefits of the Government.

I don’t want to argue the point, but it is rather difficult for me to
understand.
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Mr. Frieoer, Mr. Chairman, would you yield ?

Mr. Wirrtams. Yes.

Mr. Frieper. On the same point, could the FAA do the same as
they are now ?

Mr. Savace. Excuse me, Mr. Chairman. I think this gets to the
point, that relates to the motel. I don’t personally happen to know
under what authority they may be constructing a motel, if they are
so constructing one at the present time, but this would be the type
of thing we are talking abont here.

Mr. Wituiams. If they are constructing the motel at the present
time, I presume that you folks would cut down on their expenditures.

Mr. Savage. If we were reviewing that particular aspect of it that
would probably be true, but just as a matter of principle, if they could
build a motel or some other type of operation under a contract with
a concessionaire, if this is permissible under existing legislation, it
doesn’t matter whether it is a corporation or whether it s a regular
Government agency involved here, but it is the fact that they can
negotiate an extensive operation without the knowledge of the Con-
oress and then later on, 4 or 5 years or 10 years in the future, the
Government may have some difficulty with a contractor in getting rid
of this particular property or modifying it to suit the Government’s
interest at that particular stage of the game.

If this is something of which Congress has knowledge, the Con-
gress then knows what is going on and has concurred in this, but our
only point here is that if this can be done to a great degree and ex-
tensive modifications can be made without congressional consent, we
are simply pointing it out that this is what can happen, and whether
it is desirable or not is up to the Congress to decide.

Mr. Wirtiams. We have several other corporations and I would
presume that this same objection was made when these other agencies
were created.

Mr. Savace. Of course, it depends here to some extent, I think, on
the nature of the operation of the Government. corporation. Some
Government corporations are only engaged in conducting their own
operations.

They don’t operate through concessionaires. .

Mr. Wirtiams. Do we have any Government corporations which
do business with concessionaires ?

Mr. Savage. I am, offhand, not aware of any, but the National
Park Service, for instance, does a great deal of business through con-
cessionaires and this particular point was one in which we had some
experience in the National Park Service reviews.

Mr. Wirtianms. Have you had any difficulty with it?

Mr. Savace. I think the Park Service has had difficulties, yes.

Mr. Hemrmin, May T ask a question right there? If an air traffic
controller out here at National or up at Dulles would make a mistake
under the present law and because of his mistake two big airliners ran
together, what is the limit of liability on the part of the U.S. Govern-
ment, or is there a limit under present law? v

Mr. Savace. Iam not qualified to answer that, Mr. Chairman. This
is a legal question and I don’t know.

Mr. Hempeome, I thought you had that field. Excuse me.

Mr. Savace. I don’t personally. I am not a lawyer. Our office
might be able to give you an answer if you are interested in having an
answer to that question.
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Mr. Hemenint, Yes, T would certainly be most grateful to you. I
think we ought to know because we are in the business of running
airports now. '

Mr. Wirniams. You are not going to face that problem with Dulles,
I am afraid, for several years.

Mr. Hesenon, If Tam getting into a field in which your particular
agency doesn’t have the know-how, you tel me. I would be not only
interested in the tower operation, for instance, but suppose a fellow
drives one of those big buses out there, or whatever those things are,
and would run in front of an airplane. What is the limit of liability?
The reason I ask that is because I think we have to face that question
and one of the reasons that I favor a corporation is the possibility
of limiting the liability of the United States.

Mr. Savace. Mr. Congressman, one of the functions of our office
is to settle claims against the United States

Mr. Hempainn., That is what I thought and that is the reason 1
asked the question.

Mr. Savace. In instances where the agency has not been given the
specific responsibility to do so, I feel reasonably sure that our office
should be in a pesition to give you an answer.

I just don’t personally happen to be able to do so.

Mr. Hemparnn. Would that be too much of a burden for yon to
supply that?

Mr. Savage. No, sir.

(The information to be furnished follows:)

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, June 18, 1963.
B-120047.
Hon, Joux BerLn WiILLIAMS,
Chairman, Subcommittee on Transportation and Aeronautics, Committee on In-
terstate and Foreign Commerce, House of Representatives,

Dear Mr. CrARMAN : Reference is made to your letter of May 17, 1963, request-
ing our opinion concerning the extent of or limitations upon the liability of the
National Capital Airports Corporation proposed by H.R. 826, 83th Congress,
1st session, to assume the operations of Washington and Dulles Airports, as
distinet from the present liability of the United States in the operation of these
airports directly by the Administrator for elaims which might arise against it.

Those portions of H.R. 826 which appear to give rise to the above question are
sections 4 and 6(3), the former of which reads as follows :

“The Corporation shall have its principal office in the Distriet of Columbia or
at one of the airports referred to in section 2 of this Act, and may establish at
such airports such other offices of the Corporation as the Administrator may
prescribe. For purposes of venwe in civil actions, the Corporation shall be
deemed to be a resident of each of the jurisdictions in which such offices have
been established,” [Italic supplied,]

And section 6(3) provides that the Corporation shall have the power: “To
sue and be sued in its corporate name.”

We have made a thorough review of the statutes cited and the opinions ex-
pressed in the letter duted May 14, 1963, forwarded to your subcommittee by the
Administrator of the Federal Aviation Agency concerning the same subject
matter, a copy of which was furnished us with your letter, and, in our opinion,
the issues presented appear to be adequately covered therein.

As pointed out in that letter, the provisions of section 4 of the proposed legis-
lation would have no effect upon actions in tort which may arise out of the
activities of the Corporation and which would be maintainable under the Tort
Claims Act, and the residence of the Corporation is immaterial insofar as venue
of actions on such claims is concerned, since 28 U.S.0C. 2679 provides that the
authority of any Federal agency to sue and be sued shall not be construed to
authorize suits against such agency on claims which are cognizable under section
1346(b) of that title. Venue in such actions is controlled by section 1402(b) of
title 28, United States Code, which provides as follows :
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“Any civil action on a tort claim against the United States under subsection
(b) of section 1346 of this title may be prosecuted only in the judicial district
where the plaintiff resides or wherein the act or omission complained of
oceurred.”

Concerning the matter of liability for such tort claims, it is obvious that since
the Corporation would be an agency of the United States, the creation of the
Corporation would in no way affect the Government's liability, or the substantive
law applicable thereto, or the amount of damages recoverable. In this connec-
tion, section 2671 of title 28 of the United States Code provides that as used in
tort claims provisions thereof the term “Federal agency” includes, inter alia,
“corporations primarily active as instrumentalities or agencies of the United
States.” However, the Corporation might, in the absence of any restrictions in
H.R. 826 of its liability to suit, be liable for certain acts enumerated in 28 U.S.C.
2680 for which the United States is not liable.

With respeect to nontortious liability, in an opinion dated January 19, 1951,
reported in 30 Comp. Gen, 315, we held that, “Generally, Government cor-
porations such as the Reconstruction Finance Corporation which may sue
and be sued are, in the absence of legislation to the contrary, subject to the same
standards applicable to other litigants, and are not vested with governmental
immunity from the payment of costs.” In support of that conelusion, we cited
the Supreme Court case of Reconstruction Finance Corp. v. J. G. Menihan Corp.,
et al., 312 U.8. 81,

Accordingly, we agree with the Administrator’s conclusion with respect to
contract litigation that (1) there is no law similar to the Tort Claims Act pro-
viding an exclusive remedy; (2) the Corporation could be sued in contract in its
own name; (3) final judgment in a contract action could be entered against the
Corpoaration, or perhaps, in certain cases against the United States, or both, and
(4) there is no monetary limit on recovery in a contract action. We would point
out also that actions against the corporation would not be within the jurisdiction
of the Court of Claims, as would such actions against the United States.

With respect to venue in actions against the Corporation in its own name,
since the airports are located in the Commonwealth of Virginia the Corporation
obvionsly would be doing business there; but since it might not be so clear that
the existence of an office of the Corporation in the District of Columbia would
constitute *doing business,” the apparent purpose of section 4 of the bill is to
remove any uncertainty with respect to the appropriate forum for civil proceed-
ings against the Corporation in its own corporate capacity by providing that the
Corporation may be sued in either the District of Columbia or Virginia, should
it maintain offices in both jurisdietions.

Since the procedures governing the payment of judgments adequately set forth
in the Administrator’s letter had, as you will note, been previously discussed
with representatives of our Office, we have nothing further to add.

In conclusion, therefore, and for the reasons set forth above, it is our view
that the extent of or limitation upon the liability of the Corporation proposed by
the bill would be no different from the present liabilities of the United States in
the operation of the airports directly by the Adminstrator for claims which may
arise against it, except to the extent to which the Corporation might be liable
in cases to which the Government's immunity from suit has not been extended ;
for example, those exclusions enumerated in title 28, United States Code, section
2080,

Sincerely yours,
Josern CAMPBELL,
Comptroller General of the United States.

Mr. Hempain, Mr. Chairman, I would like to put it in the record
if you think it appropriate, because I think we have this baby on
our hands and we are going to have to solve the problem.

Mr. WiLttams. All right.

Mr. Hemerinr, The longer we put it off, the longer we are leaving
the United States of America liable. It would be a horrible thing
with millions of dollars involved and we wouldn’t have any limit under
the present law.

Mr. Frieorn, Mr. Chairman, T would like to say this for the record.
It was stated before our committee that there are many Government
corporations now in existence and Mr. Halaby mentioned the Develop-
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ment Loan Fund, the Export-Import Bank, Federal Crop Insurance,
and others, '

It is true that all of these corporations provide important services,
but I would like to point out that none of these corporations operate
an agency which controls a service the public cannot do without or
must have.

The traveling public cannot do without adequate airline service in
this jetage. Ithink thismakesthe FAA-proposed Corporation differ-
ent than any now in existence.

If the Export-Import Bank regulated all of the banks in the country
you might be abe to compare it with the 'AA Corporation, or if
the Development Loan Fund was responsible for all loans made in
the country you might be able to compare it with the FAA
Corporation.

However, the FAA is proposing the creation of an entirely differ-
ent type of corporation to be econtrolled by the same officials who regu-
late the airline service of the country.

Therefore, I do not think there is any comparison between the
corporations that are existing now and this Corporation as proposed
by the FAA,

T want that in the record, Mr. Chairman.

Mr. WiLuiams. With respect to the suggested change in subpara-
araph (D), on page 6, where it is suggested the Congress is relinquish-
ing control, does the General Accounting Office suggest, any amenda-
tory language?

Mr. Savace. Here again, Mr. Chairman, in any of these specific
areas, if you would desire to have specific language suggested, T
think we could best do that and submit this to you in writing. We
have not developed it at the present time.

(The information to be furnished follows:)

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, June 5, 1963.
Hon. Joax Bern WILLIAMS,
Chairman, Subcommitiee on Transportation and Aeronautics,
Committee on Interstate and Foreign Commerce,
House of Representatives.

Dear Mr. CHAIRMAN : Further reference is made to our letter dated April 24,
1953, commenting on H.R. 826, 88th Congress, 1st session, entitled “A bill to
create the National Capital Airports Corporation, to provide for the operation
of the federally owned civil airports in the District of Columbia or its vicinity
by the Corporation, and for other purposes.”

As yvou know, at the hearings, following our remarks with respect to specific
sections of H.R. 826, we were requested to furnish to your subcommittee suggested
language to be incorporated in the bill which would, in our opinion, carry ont
the substance of onr recommendations.

Accordingly, we repeat helow our section-by-section comments which we made
in our letter of April 24, followed by the suggested langnage requested:

Section 5(a) (p. 3, line 2) provides for the setting of rates and charges on a
self-sustaining basis while section 5(b) (p. 3, line 10) provides that rates and
charges be consistent with rates and charges of a similar nature at comparable
airports within the United States. There is a possibility of a conflict between
these two provisions, particularly in the case of Dulles International Alrport
which, in the first years of operation, may not be able to operate on a self-sustain-
ing basis if rates and charges are consistent with these of comparable airports.

We recommend that lines 9 throngh 16 on nage 3 he changed to read as follows:

“(b) The rates and charges for space, facilities, and services shall he fair
and reasonable and shall be on a self-sustaining business enterprise basis with
dne consideration given to the rates and charges of a similar nature at com-
parable airports within the United States. The annual budget program of the
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Corporation, as required to be submitted to the Congress by section 103 of the
Government Corporation Control Aet, shall set forth a statement of, and the
basis for, such rates and charges. Exelusions of costs from the base used in
determining such rates and charges shall be specifically approved by the
Congress."”

Section 6(5) (A) and (B) (p. 6, lines 5-10) provides for acquiring property
and constructing buildings and improvements without specific authorization by
the Congress. The only restriction placed on the initiation of capital projects
or new types of activities is that contained in section 11 (p. 14, line 17) that such
eapital projects or new activities shall be included in the annual budget program
prescribed by section 102 of the Government Corporation Control Act. We
believe the Congress would be provided with better control if H.R. 826 provided
that the Congress would have to specifically approve items of this nature before
they could be undertaken; this could be accomplished by requiring approval
in annual appropriation acts of such projects and new activities with such limita-
tions as the Congress may decide to establish.

Section 6(5) (D) (p. 6, lines 19-25) would allow contractors or lessees fo
alter, repair, or improve property of the Corporation. In this connection, we
direct attention to the possibility of concessionaires and tenants obtaining a
vested and coutinuing interest in the improvements made by them to Govern-
ment-owned property which would necessitate subsequent expenditures by the
Government to remove such vested interests. In addition, this authority would
permit substantial changes to be made to Government-owned property withouat
specific approval by the Congress, thereby reducing congressional control.

In order to accomplish the purpose of these recommendations, therefore, we
recommend that after the word “therein” in line 7 on page 6, a comma be sub-
stituted for the semicolon, followed by the phrase :

“subject, however, to a limitation in the amount of §———, beyond which limita-
tion there shall be prior approval of the Congress.”

We likewise recommend insertion of the same language following the word
“Corporation” in line 10 on the same page.

We also recommend that following the word “Clorporation” in line 25, page 6
of the bill, there be inserted the following:

“provided, however, That any contract or agreement to alter, repair, or im-
prove property under this section may not be entered into where the investment
or cost thereof amounts to more than $--— without prior approval by the Con-
gress: Provided further, That any constriiction by a contractor or lessee on
such property, the cost of which shall be in excess of $—— likewise shall be
subject to prior approval by the Congress.”

Section 6(10) (p. 8, line 3) includes the word “specifically” which, as snggested
in our comments on H.R. T899, 87th Congress, should be omitted from H.R. 826.

We make this recommendation for the reason that the word “specifically,” in
our opinion, would create a blanket exemption from all the statutes enacted by
the Congress, from time to time, with respect to the business transactions of the
TUnited States unless such statutes were, by their terms, made applicable speci-
fieally to Government corporations.

Section 10(b) (beginning on p. 12, line 19) which preseribes the basis for
the computation of interest to be paid into the Treasury appears to be unduly
complicated. For example, it involves an analysis of expenditures by fiscal
year for the assets transferred to the Corporation (p. 13, line 15). In our
opinion, the same general objective could be accomplished if H.R. 826 provided
for the payment of interest at rates established by the Secretary of the Treasury
on the basis of the Government's net investment in the Corporation as provided
for in the law applicable to the Panama Canal Company. 1f the Congress should
want to exclude certain items from the interest base, this conld also be provided
for in the bill.

In consonance with the above, we recommend that seetion 10(b) on page 12,
beginning at line 19, be revised to read as follows :

“(b) The Corporation shall pay into the Treasury of the United States as mis-
cellaneous receipts at the close of each fiscal year, interest on the Government's
investment in the Corporation consisting of the net amount of funds advanced
or other net assets transferred to the Corporation. The interest rate to be used
for his purpose shall be determined by the Secretary of the Treasury, taking
into consideration the average yield to maturity on marketable obligations of
the United States having a maturity date of fifteen years or more, outstanding at
the beginning of the fiscal year in which the funds were advanced or other net
assets were transferred. Such interest rate shall remain in effect for so long
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as any portion of the net investment to which such rate applies remains outstand-
ing, but no longer than a period of fifteen years.”

Section 10(e) (beginning on p. 13, line 21) provides for crediting payments
to the Treasury of funds excess to current needs to the appropriation account
from which advances are made. This provision does not appear necessary
since such a determination would be arbitrary because of the impossibility of
determining whether excess funds were generated from appropriations or from
receipts from operations. This provision would also tend to lessen congressional
control due to the fact that such payments would be available to the Corpora-
tion without going through the appropriation process. Funds considered in ex-
cess of current needs would be available for future use without specific con-
gressional authorization.

Accordingly, we recommend that section 10(¢) on page 13, beginning at line
21, be revised to read as follows :

“(e¢) Whenever any money in the fund is determined by the Administrator
to be in excess of the needs of the Corporation, such excess amount shall be
paid into the Treasury of the United States as miscellaneous receipts. Ap-
propriations or other funds received by the Corporation shall be used solely for
the purposes of the Corporation.”

Section 10(e) (beginning on p. 14, line 9) which provides that advances from
appropriations to cover actual losses of prior years shall not require the pay-
ment of interest does not seem to be consistent with the declared objective
stated in section 5(a) (p. 3, line 2), of H.R. 826 that to the maximum extent
practicable the Corporation should operate on a self-sustaining basis consistent
with sound commercial practices. In a commercial operation, it is a sound prac-
tice to attempt to recover losses in a current period from future operations whether
through reduction of costs, adjustment of rates charged, increase in vol-
ume of business, or a combination of all three. The exclusion of interest from
such an item would result in failure of the Corporation to be entirely self-
sustaining. Accordingly, it is suggested that the Congress may wish to con-
sider limiting this provision to extraordinary losses resulting from unforeseen
catastrophe or disaster,

In view thereof, we recommend the following revision of section 10(e) on
page 14, beginning at line 9:

“(e) There are authorized to be appropriated, without fiscal year limitation,
such sums as may be necessary to carry out the provisions of this Act. Ad-
vances to the fund shall be made from such appropriations as requested by the
Manager. Advances from appropriations to cover actual losses resnlting from
unforeseen catastrophe or disaster shall not require payment of interest under
subsection (b) of this section.”

Section 13 (p. 16, lines 3 to 17) provides for the use of the Corporation’s air-
ports by aircraft of the Department of Defense without charge. Such use
without charge would be consistent with the provision in section 11(4) of the
Federal Airport Act (49 U.S.C. 1110), for public airports developed, in part, with
Federal funds. However, this section of the Federal Airport Act authorizes pub-
lie airports to assess charges in those cases where substantial use is made of the
airport facilities. In an audit on the operations at Washington National Air-
port for fiscal years 1959, 1960, and 1961, currently in process, we noted that
space rentals and landing fees not recovered from the Department of the Air
Force in fiscal year 1961 totaled $59,340, or about 3 percent of the total airport
gmratlun. We, therefore, recommend that section 13 on page 16 be revised as

ollows :

*Section 13. The facilities of any airport under the jurisdiction of the Cor-
poration and the facilities usable for the landing and takeoff of aireraft, includ-
ing aids to navigation, shall be available to the United States for use hy air-
craft used or operated by or for the Department of Defense. Appropriate
charges, proportional to such use, of the cost of operating and maintaining the
airport facilities shall be paid by the Department of Defense. The Administra-
tor may, consistent with national defense requirements, curtail or limit the use
of the facilities of the Corporation by aircraft of the Department of Defense
if such use, in his judgment, unreasonably impairs or interferes with the use of
such facilities by civil aireraft.”

Section 14 (beginning on p. 16, line 18) which provides for the furnishing of
space without charge to certain Government agencies should also be considered
in relation to the operation of the Corporation’s airports on a self-sustaining
basis. Public Law 87-255 (75 Stat. 527) amended section 109 of the Federal
Aviation Act of 1958 (49 U.S.C. 1509) to authorize the appropriation of funds
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to enable certain Federal ageneies to acquire necessary space at public airports.
The agencies involved are the Immigration and Naturalization Service, Publie
Health Service, Burean of Customs, and the Plant and Animal Quarantine Serv-
ice, 'The provision in Public Law 87-255 applicable to public airports (as defined
in the Federal Airport Act) could be made applicable to the Corporation's air-
ports in H.R. 826.

We, therefore, recommend the following revision of section 14, on pages 16
and 17 of the bill:

“Section 14, The Corporation shall furnish to any agency of the Government
such space in airport buildings as may be reasonably adequate for use in con-
nection with any air traflic control activity, or weather reporting or communica-
tions activities, related to airport air traflic control, which the Administrator
may deem necessary to establish and maintain at the airport. Appropriate
charges shall be made for the use of such space as provided for in section 1109
of the Pederal Aviation Act of 1958, as amended (49 U.S.C. 1509).”

Section 17(a) (p. 20, lines 4 to 18) provides for payments to State and local
governments in lieu of taxes on real properiy. FAA presently does not make
payments in lien of taxes on real property owned by the Government.

As your committee was informed orally in our testimony, this sitnation was
brought to the attention of your committee for information only, and we have
no recommendation to make with respect thereto.

General—H.R. 826 does not contain a provision such as was contained in
H.R. 7399, 87th Congress, to transfer to the Corporation the unexpended balances
of any appropriations made for the construection, operation, and maintenance of
the airports to be transferred to the Corporation. This could create a confusing
situation whereby the airport operations would be financed in part by funds not
available to the Corporation so that the corporate financial statements would
not disclose all financial activities related to the airports for which it would have
the responsibility for administration.

Therefore, in connection with this general statement, we would recommend a
revigion of section 10(a) beginning at line 20, on page 11, to read as follows:

“(1) such amounts as may be advanced to the fund upon the request of the
Manager from appropriations made for that purpose;

“(2) the unexpended balances of any appropriations available for construction,
operation, and maintenance of the National Capital Airports as my be determined
by the Administrator and approved by the Director of the Burean of the Budget ;

“(3) such of the unexpended balances of appropriations available for use by
the Federal Aviation Agency for the construction, development, operation, or
maintenance of any airport which is, or may be transferred to the Corporation
under this Act, as may be determined by the Administrator and approved by the
Director of the Bureau of the Budget;

“{4) the value of any net assets transferred to the Corporation as of the date
of its transfer to the Corporation; and

“(5) receipts from operations under this Aect.”

The information requested as to the comparative liability of the United States
under the present operational setup and under the proposed corporate manage-
ment on account of negligence resulting in third party damage is being prepared
and will be furnished as soon as it is completed.

Sincerely yours,
JosSEPH CAMPRBELL,
Comptroller General of the United States.

Mr. Winttams. On all of these points that you are raising, as I
understand it, each of these points that you raise is based on your
feeling that the Congress is relinquishing control ?

Mr. Savage. This is the primary point, yes.

Mr. Winriams. Over the expenditure of public funds. T think that
the committee would <r1-'t't:1in{y welcome any suggested amendatory
language that you might want to strengthen congressional control of
this Corporation in the event that the Congress sees fit to create a
corporafion.

Mr. Frieper. Mr. Chairman, I would like to ask if GAO has given
a report on H.R. 20817

Mr. Savace. Yes, a nocomment report, Mr. Chairman.
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Mr. Frmeper. I would like to have a report on it.

Mr. Wirtiams. It might be well for the General Accounting Office
to take a look at FL.LR. 2081 and give us their views on it also if you
are not prepared to do so now .

(The information mentioned above follows:)

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, April 1, 1963.
Hon. Orex HARRIS,

Chairman, Commitiee on Interstate and Foreign Commerce,
House of Representatives.

Dear MR, CHAIRMAN : Further reference is made to your letter of February 14,
1963, acknowledged on February 18, requesting the comments of the General
Accounting Office econcerning H.R. 2081, 88th Congress, 1st session, entitled “A
bill to transfer certain administrative responsibility for the operation of Wash-
ington National Airport and Dulles International Airport from the Administrator
of the Federal Aviation Agency to a Washington Airports Board, and for other
purpoges.”

We have no special information or knowledge as to the desirability or need
for the proposed legislation and, therefore, we make no recommendation with
respect to its enactment.

Sincerely yours,
JosEPH CAMPBELL,

Comptroller General of the United Stales.

Mr, Wirriams. In subparagraph (D) on page 6, yon make a sug-
gested policy change. What 1s your next suggested place for amend-
ment ?

Mr. Lrrge. Section 6(10), page 8, line 3, include the word “spe-
cifically”, which, as suggested in our comments on H.R. 7399, 87th
Congress, should be omitted from H.R. 826.

Mr. Wrtrrams. I think that probably speaks for itself. Your next
point. A

Mr. Lrrke. Section 10(b), page 12, line 19, which cites the basis
for the computation of interest be paid into the Treasury, appears
to be unduly complicated. For example, it involves an analysis of
expenditures by fiseal year for the assets transferred to the Corpora-
tion, page 13, line 15.

In our opinion, the same general objective could be accomplished
if H.R. 826 provided for the payment of interest at rates established
by the Secretary of the Treasury on the basis of the Government’s nef
investment in the Clorporation as provided for in the law applicable
to the Panama Canal Company. If the Congress should want to ex-
clude certan items from the interest base, this also could be provided
for in the bill.

Mr. Hemearon, May I ask you something right there, sir? After
looking this thing over, do you have an opinion as to whether or not
these two airports will become self-sustaining at any given time, either
in combination or separately ?

Mr. Larrge. All we have done is to review what FAA has stated
about Dulles, and, of course, they believe that it will become self-
sustaining in 10 vears or so from now. With the new rates that they
put in at WNA this also should be self-sustaining.

Mr. Hexrerarrn., Tt just ocenrs to me that we might have some ambi-
tion to geft out of the airport business. T certainly think we should
get ont of the business at some time,

The problem is if you ever get it on a self-sustaining basis and sell
it to some private corporation, they will say it is a deal or something
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like that. One of the reasons, I think, for the Corporation is that
perhaps it might give us some opportunity someday to get out of
the airport business,

I don’t think we have any business in it, but we are in it and can’t
help it. I go along with Mr. Friedel that if we could get our money
back we could go to Friendship.

Mr. Frieper, I think the Government should get out of this airport
business, and keep the FAA out of it too. Keep them confined to
safety and their other duties. That is the point I am arguing. I
think the FAA should do what they are supposed to do and let the
airports be run by a corporation separate from the FAA.

That is the main place we differ. When we set up a private cor-
poration, keep the FAA out of it.

Mr. Wirtiams. Specifically how would your suggestion change this
situation or how would it change the pl't'!\'isinnfﬂ of .‘-illh[b;il':i;_{!':lf)ll (b)
on page 127 In other words, what would be the practical effect of the
change of language?

Mr. Savace. Just a matter of simplicity is all, simplicity in the
computation of interest.

Mr. Wirpiams. You mean for all practical purposes there would
be no change!

Mr. Savace. Not significantly.

Mr. Wirrrams. In the operation?

Mr. Savage. No. This is simply a matter of simplicity in the ap-
proach and there is previous precedent for approaching the compu-
fation in the manner in which we have suggested, that is, on the
basis of the net investment of the Government in the corporation,
excluding whatever items which the Congress may decide that they
may want to exclude.

Mr. Wirriams. I think the committee would welcome some sug-
gested langnage there so we would have an opportunity to look it over.

(‘The information to be furnished appears on p. 148.)

Mr. Winttams. What is the next point ¢

Mr. Latke. Section 10(c), page 13, line 21, provides for erediting
payments to the Treasury of funds excess to current needs to the ap-
propriation account from which advances are made. This provision
does not appear necessary since such a determination would be arbi-
trary because of the impossibility of determining whether excess
funds were venerated from appropriations or from receipts from
operations. This provision would also tend to lessen congressional
control due to the fact that such payments would be available to the
Corporation without going through the appropriation process. Funds
considered in excess of current needs would be available for future
use without specific congressional authorization.

Mr. Friepern, In other words, the funds they have in excess they
could keep and wouldn’t have to turn them back to the Treasury.
Isn’t that another way of getting away from the jurisdiction of the
Congress?

Mr. Lirke. Yes, sir.

Mr. Sprinoer. What you mean in this instance is that this would
not have to be appropriated ?

Mr. Liorke. That is right.

Mr. WiLLiams. Your next point.
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Mr, Latge. Section 10(e), page 14, line 9, which provides that ad-
yances from appropriations to cover actual losses of prior years shall
not. require the payment of interest does not seem to be consistent
with the declared objective stated in section 5(a), page 3, line 2, of
H.R. 826 that to the maximum extent practicable the Corporation
should operate on a self-sustaining basis consistent with sound com-
mercial practices.

In a commercial operation, it is a sound practice to attempt to
recover losses in a current period from future operations whether
through reduction of costs, adjustment of rates charged, increase in
volume of business, or a combination of all three,

The exclusion of interest from such an item would result in fail-
ure of the Corporation to be entirely self-sustaining. Accordingly,
it is suggested that the Congress may wish to consider limiting this
provision to extraordinary losses resulting from unforeseen catas-
trophe or disaster.

Mr. Wintiams. Do I understand that your objection to that language
is based on two things? One is the forgiveness of the interest, and,
second, the possible loss of congressional control ?

Mr. Lrrge. Mostly from a self-sustaining basis, sir.

Mr. Savace. I don’t think there is any question of loss of congres-
sional control here. It simply is a matter that if it is self-sustaining
you can’t forgive interest to this extent and still be self-snstaining.

Mr. WirLiams. That comes under the term “to the maximum extent
practicable” which modified that original language.

Mr. Savage. Not insofar as the recording of this particular interest
is concerned. In other words, if no interest on these prior year losses
was to be computed in determining the cost of the airport, then this
would not be a cost for the recovery through landing fees or any other
income of the airport, so this would simply be a cost to the Government
that would not show up as a cost to the airport.

Mr. WirLiams. The next item.

Mr. Litxe. Section 13, page 16, line 3, provides for the use of the
Corporation’s airports by aircraft of the Department of Defense with-
out charge. Such use without charge would be consistent with the pro-
vision in section 11(4) of the Federal Airport Act for public airports
developed, in part, with Federal funds.

However, this section of the Federal Airport Act authorizes public
airports to assess charges in those cases where substantial use is made
of the ariport facilities.

In our audit of the operations at Washington National Airport for
fiscal years 1959 through 1961 we noted that space rentals and landing
fees not recovered from the Department of the Air Force in fiscal year
1961 totaled $59,340, or about 3 percent of the total airport operations.

Mr. Friepew (presiding). Any questions?

Mr. Serixcer. No questions.

Mr. Frieper. The next one.

Mr. Litke. Section 14, page 16, line 18, which provides for the fur-
nishing of space without charge to certain Government agencies should
also be considered in relation to the operation of the Corporation’s
airports on a self-sustaining basis.

Public Law 87-255 amended section 109 of the Federal Aviation
Act of 1958 to authorize the appropriation of funds to enable certain
Federal agencies to acquire necessary space at public airports.
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The agencies involved are the Immigration and Naturalization
Service, Public Health Service, Bureau of Customs, and the Plant and
Animal Quarantine Service. The provision in Public Law 87-255
applicable to public airports, as defined in the Federal Airport Act,
could be made applicable to the Corporation’s airports in H.R. 826.

Mr. Frieper. Could you furnish us the proper language to correct
that?

Mr. Lirxe. Yes, sir.

(‘The information requested appears on p. 148.)

Mr. Friener. Any other questions? Proceed.

Mr. Lirke. The next one is section 17(a), page 20, line 4, which
provides for payments to State and local governments in lieu of
taxes on real property. FAA presently does not make payments in
lieu of taxes on real property owned by the Government.

Mr. SerinGer. Let me just ask a question. Is that a matter of
policy ?

Mr. Larke. Yes,sir.

Mr. Savace. This is simply a matter of policy. This is usually
true. Most regular Government agencies do not pay taxes, generally
speaking, and FAA in this particular case does not happen to make
payments in lieu of taxes. Most of the corporations do pay real
property taxes. So this is the difference between the two approaches.

Mr. Seringer. You are saying then this Corporation should not
pay taxes?

Mr. Savace. No. We are not making any recommendation here.
This is simply a matter of making a comparison.

Mr. Serincer. You haven’t recommended any change? You have
just set out what you believe the present policy is? 1Is that correct?

Mr. Savace. This is the present practice in this particular situation.
We have no objections to the present requirements so far as Govern-
ment, corporations are concerned insofar as their payment of real
property taxes is concerned.

Mzr. Sprinaer. Would you repeat that last sentence?

Mr. Savace. I say our office has no objection to the present practice
of Government corporations paying real property taxes. If I recall
correctly, this is a matter that is inclnded in the organic act of each
Government corporation and they pay taxes because the law says
that they shall pay them.

Mr. SprinGER. So what you are saying then is the law is already
there and as a corporation they shall pay real estate taxes? Is that
what you are saying ?

Mr. Savage. I am not entirely sure of that, but I believe so in most
cases.

Mr. Hempaiun, May T ask a question there on the cost ascertain-
ment which I understand is being done and will be done? In trying
to find out what a proper landing fee is would the amount for taxes,
whether paid or not, be included in your judgment ?

Mr. Savage. Of course, if the Government itself had no responsibil-
ity for taxes there would be no cost to the Federal Government.
Actually they would be getting the benefit of this land tax free, you
might say. '

Of course, as a corporation they would be required to pay taxes or
either make payments in lieu of taxes, and this then, of course, would
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become a cost which would have to be taken into consideration in set-
ting charges if they are going to be self-sustaining.

Mr. Hempurin, And, sir, whom would those taxes be paid tof

Mr. Savace. They would be paid to the local authorities.

Mr. Hemermnn. To the State of Virginia or the local county ?

Mr. Savage. Yes.

Mr. Hemerrn., Thank you so much.

Mr. Frieoer. I am glad you brought that out. In other words, if
it is under the FAA, the Government doesn’t pay any taxes? Ifitis
under the Corporation we would have to pay taxes to the county of
Virginia and the State of Virginia?

Mr. Savace. If this were enacted into law § yes.

Mr. Friepen. Proceed, Mr. Litke.

Mr. Lrree. The last point is a matter of information. H.R. 826
does not, eontain such a provision as was contained in H.R. 7399, 87th
Congress, to transfer to the Corporation the unexpended balances of
any appropriations made for the construction, operation, and main-
tenance of the airports to be transferred to the Corporation. This
could create a confusing situation whereby the airport operations
would be financed in part by funds not available to the Corporation
so that the corporate financial statements would not disclose all
financial activties related to the airports for which it would have the
responsibility for administration.

Mr. Wintiams. Could your ageney submit some suggested language
that you feel would take care of that?

Myr. Lrree. We would be happy to, sir.

(The information requested appears on p. 148.)

Mr. WiLtiams. Are there any further questions of Mr. Litke? Mr.
Litke, as you understand it, the objections raised this year in your
report are almost identical to those that were submitted last year or
in the last Congress when this legislation was under consideration ?

Mr. Larke. Yes, sir.

Mr. Wizrrams. Aren’t these generally the same objections that have
been raised by the General Accounting Office against the creation of
other Government corporations in the past?

Mr. Large. We have no policy against the creation of any corpora-
tion. What we do is look at the advantages, equate them against the
disadvantages, and then we come up with a judgment.

Mr. Wiztiams. Do you know of any cases where the General Ac-
counting Office has not taken a position against the creation of a
Government corporation?

Mr. Lrrge. Yes, sir. One would be the St. Lawrence Seaway Cor-
poration and an other would be the Development Loan Fund. 1 do not
believe we raised any objection to these.

Mr. Wintiams. Would these same objections apply to the ereation
of those others in the past ¢

Mr. Lirse. With respect to the St. Lawrence Seaway, I don’t
know the reasoning for our position but on the Development Fund, I
believe it was that the Fund before its incorporation already had the
same type of anthority.

It was basically incorporating the same thing so we didn’t raise any
objection.

Mr. Wirrrams. Do you know of anything that sets this particular
proposal apart from other proposals in the past to create Govern-
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ment corporations, in other words, that would make your objections
more specific toward this than it would toward the creation of certain
other Government corporations, that makes this a different type of
operation from the other Government corporations?

Mr. Savage. The only thing on that particular point, Mr. Chair-
man, is the fact that you have an operation which has been in exist-
ence for a number of years, generally successfully operated under the
present form of organization, whereas in the case of most existing
Government corporations they were created originally as a corpora-
tion.

There was never any previous experience of operating under some
other form of organization.

Mr. Wicciams, I believe, though, that you just stated that the De-
velopment Loan Fund you supported because it was already in exist-
ence and doing a good job and performing the same functions.

Mr. Savace. But it was operating as a revolving fund, which is
pretty much the same as a corporation insofar as congressional con-
trol is concerned.

In other words, they have the authority to use their own generated
funds. As long as their operations generate enough funds, they don’t
have to come to Congress and get appropriations.

Mr. Witetams. Arethere any further questions?

Mr. Frigper. Yes: just one, Mr. Chairman. In other words, there
is actually no need of a corporation? The FAA can run Washington
National and Dulles Airports in a basic way without the need of this
corporation ? :

Myr. Lrrxe. Thisis our opinion ; yes, sir.

Mr. Frizper. Thank you.

Mr. Witriams. We thank you, gentlemen.

Mr. Lirtge. Thank you.

Mr Wicniams. Mr. Seidman, of the Bureau of the Budget.

STATEMENT OF HAROLD SEIDMAN, ACTING ASSISTANT DIRECTOR
FOR MANAGEMENT AND ORGANIZATION, BUREAU OF THE
BUDGET; ACCOMPANIED BY HOWARD SCHNOOR

Mr. Sgmyax. Mr. Chairman, I am accompanied by Mr. Howard
Schnoor, of my staff in the Burean of the Bndget, at my right. T
have a statement and with your permission I would like to read it.

Mr. Chairman and members of the subcommittee, I am pleased to
appear before you today to present the views of the Bureau of the
Budget on H.R. 826, a bill to create a National Capital Airports Cor-
poration, and on the comments expressed by the Comptroller Gen-
eral on the bill.

H.R. 826 would create a Corporation to operate and maintain the
Washington National Airport and the Dulles International Airport.
The bill would confer upon the Corporation the powers and financial
flexibility customarily accorded, and necessary for the operations of
Government corporations.

The bill also applies to the Corporation the types of controls which
the Congress has in the past determined are best suited to Federal busi-
ness activities,

The Bureaun of the Budget strongly favors the objective of making
the Washington National and Dulles International Airports self-

98-165—03——11
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sustaining business enterprises. We believe that the use of the cor-
porate form of organization and financing provided in H.R. 826 will
greatly facilitate the accomplishment of that objective,

T would like to point out that the idea of incorporating the Federal
airport operations in the Washington area goes back at least 14 years.
In 1949, the first Hoover Commission, in its report on Federal business
enterprises, recommended that straightline business activities, such as
the Washington National Airport, be incorporated so as to secure
greater flexibility in management and simpler accounting, budgeting,
and auditing methods.

The Commission pointed out that the Congress and executive branch
over the past 60 years have turned more and more to a corporate form
similar to that developed in the business world to make possible more
effective operations of Federal business enterprises.

Since 1949, every President and administrator of the Federal Avia-
tion Agency and its predecessor agency, and this has been regardless of
political party, has recommended establishment of a Government cor-
poration to administer the Washington airports.

This unanimity and continuity of opinion on the part of responsible
executive branch officials should, I believe, carry considerable weight.

In his letter of April 24 to the Committee on Interstate and For-
eign Commerce, the Comptroller General takes what has become a
traditional position for his office in opposition to bills to create the
Airport Corporation and, indeed, to almost all other corporations in
recent years.

His opposition is based on the concept that the public interest is best
served when congressional control over activities is exercised through
annual reviews and affirmative action on planned programs and fi-
nancing requirements which attend the appropriation processes, and
through the application of statutes and regulations which usually
govern operations of Government agencies.

He states that there should be no departure from this standard
unless there is a clear showing that an activity cannof. operate success-
fully within this framework, and he concludes that changes—
should be made only if their demonstrable merits in terms of more efficient oper-
ation of the activity elearly outweigh the disadvantages of reduced congressional
control.

He does not believe that such a showing has been made with respect to
the local airports.

The General Accounting Office position contrasts with an awareness
for many years, both in the Congress and the executive branch, that
the forms of organization, finaneial procedures and controls applied
to traditional Government activities are not necessarily suitable to
commercial activities such as civil airports.

That view was reflected by the enactment in 1945 of the Government
Corporation Control Act which provided for new types of controls
adapted to the special needs of Federal business operalions.

In reporting on that act, the Senate Committee on Banking and
Currency recognized that—
the corporate form of organization is a useful device for carrying out a variety
of Government services and programs, of a continuing as well as emergency
character (8. Rept. 694, T9th Cong,, 1st sess.).

One year later, in its report on the 1947 Government Corporations
appropriation bill, the House Committee on Appropriations stated :
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In recent years the Congress and the Government have found that the use of
the Government Corporation structure is an effective and beneficial means of
transacting Government business and effectually assisting the people of the
Nation in the orderly promotion of benefits to the general welfare. The use of
this type of structure gives elasticity of operation, permits the use of business
methods, and facilitates the handling of governmental operations (H. Rept. 2269,
T9th Cong., 2d sess.).

The General Accounting Office appears to imply that the use of
appropriations as a control device is more important than efficient or
effective operations. We would certainly agree that an appropriate
type and level of control over Federal activities is essential. However,
we strongly disagree with the concept that there is only one way to
assure essential congressional control. Programs differ, and so do the
kinds of controls that are appropriate thereto. We have found through
many years of experience that business-type activities often require a
different. sort of control than other Federal activities.

I would say here in addition that I doubt that, in any private busi-
ness corporation, a board of directors would be satisfied if their con-
trol were limited to determining what the gross expenditures of the
corporation would be in the next year.

That would not provide a satisfactory basis of control over a business
enterprise. The cost to the Government in the case of an activity such
as the airport depends on the efficiency of management and the ade-
quacy of the rates charged because these will determine ultimately
what is going to be paid out of the Treasury, not the annual amount
which is going to be appropriated for the gross expenditures of the
enterprise in the next year.

Mr. Frreper. Mr. Seidman, are you stating that the FAA has
mismanaged the airports?

Mr. Semmawn. I am not making that statement, Mr. Friedel. I
am talking about the limitations inherent in the present methods of
operation.

Mr. Frmeper. Don’t they have those same limitations now?

Mr. Semman. They certainly do not because they come to Congress
for funds which are provided annually by Congress. There is no
necessary relationship between their gross expenditures to meet their
costs and the provision of funds for the operation of a Corporation.

Mr. Frizoer. Where do they get the money then ?

Mr. Semaman. They go to Congress for an annual appropriation.
Their revenues are paid into the miscellaneous receipts of the Treasury.

Mr. Frieper. What does that have to do with the management of
the airports?

Mr. SemmaN. It has a great deal to do with the management of
the airports. There is a great deal of difference in the attitude of the
management when they have to live out of their revenues as opposed
to going to Congress to get their appropriation while having the
revenues go back into miscellaneous receipts.

The pressure is on them when they have to live out of the money
they are going to earn.

Mr. Frieper. And they shouldn’t have to worry about coming to
Congress?

Mr. Semman. They would come, as in the case of a private cor-
poration, when they have to obtain new capital or borrow; you have
to provide working capital. But, ultimately the test and cost to the
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Treasury will depend on the efficiency of management and the ade-
qu%y of the rates charged for the services.

e believe that an appropriate level of control is imposed on Gov-
ernment. Corporations through the Government Corporation Control
Act. Among other things, that act requires each wholly owned Cor-
poration—and this would include the Airport Corporation—to pre-
pare annually a budget program and submit it to the President.

The Corporation’s budget program is then submitted to the Con-
gress for consideration, and legislation must be enacted making any
necessary appropriations or making available for expenditure for
operating and administrative expenses, corporate funds, or other
financial resources, or limiting the use thereof as the Congress may
determine,

Each Corporation is also subject to an andit by the General Ac-
counting Office in accordance with principles and procedures ap-
plicable to commercial corporate transactions.

Thus, in keeping with the Comptroller General’s standards, we find
that there is congressional control over corporate activities exercised
through annual reviews and aflirmative action on planned programs
and financing requirements. The General Accounting Office con-
firmed this in its testimony this morning. In fact, I submit that the
corporate processes for development and review of budget programs
actually provide the Congress with a far superior picture of, and con-
trol over, corporate activities than occurs when business-type opera-
tions are subject to traditional appropriations processes.

There is no evidence to support the view that the Congress is op-
posed, as a matter of general principle, to the establishment of Gov-
ernment Corporations,

In addition to its action in approving the Corporation Control Act,
the Congress has in recent years created new Corporations such as the
Panama Canal Company, Development Loan Fund and St. Lawrence
Seaway Development Corporation.

I might point out here, and in relation to a question previously
asked, that the management of the Airport Corporation is vested in
the General Manager of the Corporation. The relationship of this
Corporation to the FAA Administrator would very nearly be anal-
ogous to that of the St. Lawrence Seaway Development Corporation
to the Seeretary of Commerce, who on behalf of the President exer-
cises direction and supervision over that Corporation. In that case
the Secretary of Commerce does have authority over other aspects
of our maritime activities, and so there is no difference there in rela-
tionship between the airports and the FAA and the St. Lawrence Sea-
way and the Secretary of Commerce, The relationship alse would
be the same as that of the Panama Canal Company to the Secretary
of the Army who is the supervisory official, or the relationship of
Commodity Credit Corporation to the Secretary of Agriculture.

The Congress has also taken action to recharter old Corporations
and to extend and revise their authorities. A number of those actions
have been initiated by the Congress.

T am not aware of any general congressional dissatisfaction with
the corporate form of organization and with the nature of congres-
sional control over existing Corporations.

Just to cite an example of congressional reaction, I would quote
the report (H. Rept. 1304, 81st. Cong., 1st sess.) of the House Commit-
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tee on Merchant Marine and Fisheries on the Panama Canal tolls
which concluded that:

The appropriate toll policy can hardly be decided upon and administered
without business-type accounts, similar to those of public utilities, upon whiech
to rely for the basic financial and operating data. The status of the canal as a
business enterprise can be further clarified by making toll receipts available to
it as operating revenues, returning interest to the Government af the going
rate as provided for Government Corporations, These purposes can be achieved
in Government only through the corporate and accompanying business-type budget
and commercial-type aundit. It appears to the committee that in these days
of organization, it is a most appropriate time to consider the extension of the
corporate form of organization to the operation of all functions of the Panama
Canal except those having to do primarily with national defense.

Following on the report of the House committee, the legislation
was enacted by the Congress creating the Panama Canal Company.
The parallel with the airport incorporation before this subcommittee
isevident.

Turning to the airport corporation, I would refer to the 1954 report
of the Senate Committee on Interstate and Foreign Commerce (Rept.
No. 1653, 83d Cong., 2d sess.) recommending incorporation, The
committee stated :

The Washington National Airport is essentially a business operation. Incor-
poration will obviate certain difficulties which (have been) experienced in

attempting to operate this business under restrictions which apply generally to
nonbusiness Government agencies.

The committee continued :

One such difficulty has resulted from the budgetary and fiscal practices which
it must follow as a conventional Government agency. The airport's budget
estimates must be prepared 2 years or more in advance. The Department of
Commerce finds, however, that it is impossible to prediet acenrately what the
expenses of operating the airport will be. The airport’s activities are subject
to normal business fluctuations * * *,

The committee added :

The airport must return all its income to the Treasury as general receipts,
while its expenditures are limited strietly by the amounts appropriated. The
result is that the airport management has little incentive to seek increased
revenues, Under some circumstances ventures which might produce additional
revenues for the Government may have to be abandoned to conserve appropria-
tions. * * * Present methods of budgeting, accounting, and financing hamper
operations without providing a satisfactory basis for control either by the
executive branch or the Congress. The budget submitted by the airport does not
furnish the basic data essential for the evaluation and control of a business
enterprise. At the present time, no sound basis exists either for analyzing rates
and charges for airport services or the financial results of its operations.

The Comptroller General acknowledged the need for improving
airport management in his 1956-58 audit report on the Washington
National Airport. In his recommendations transmitted to Congress
on February 4, 1959, the Comptroller General noted :

There has been growing support in the Congress and the executive branch for
operating the airport as a self-sustaining business enterprise.

He added:

We believe it is desirable that FAA formulate an appropriate long-range
policy which would recognize this principle and serve the Airport management
as a guide in negotiating fees and charges.

Apparently, however, the GAO believes that incorporation goes too
far and is not essential to conduct the operations of a self-sustaining
business enterprise.
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In 1959, we wrote the Comptroller General stating that we believed
his general position against incorporation would appear to have the
practical result not of limiting the use of Government corporations to
programs meeting prescribed standards but of barring completely
employment of the corporate form of organization.

n our letter, we stated that we doubted that a “clear showing”
could ever be made that any Government activity, including all exist-
ing Government corporations, could not be operated under statutes
and regulations which usually govern the operations of Government
agencies.

It seemed to us then, as it does now, that the test should be whether
a program could be operated more efficiently and effectively under the
corporate form of organization.

e also indicated that we were not aware of any congressional
Eolicy which would prohibit or discourage the future creation of
overnment corporations for appropriate purposes. We asked for
the Comptroller Eenera.l’s views as to the conditions and circumstances
which could justify use of the corporate form of organization.

In his response, the Comptroller stated that no fixed predetermined
criteria are required and judgments should be based on the net advan-
tage to the Government, giving full consideration to any lessening of
congressional control as well as the possibility of greater efficiency
and economy in operation.

I gather from some of the testimony this morning that the test seems
to be essentially whether there is already a corporation or whether they
already have an existing revolving fund. If they do not already have
the flexibility required then the GAO believes they should not be
given such authority.

We believe that in this instance—in the case of the National Capital
Airports Corporation—there would he a substantial net advantage
to the Government, the taxpayer and the user. The airport operations
are of the same type as those of a number of other activities, such as
the St. Lawrence Seaway Development Corporation, Panama Canal
Company, and Tennessee Valley Authority, which the Congress has
seen fit to incorporate.

I would like to comment briefly on a few of the Comptroller Gen-
eral’s specific points. First, he states that incorporation is not required
to meet the needs for improved budgeting, accounting, and reporting.

Admittedly, provision can now be made for a business-type budget
and comprehensive audit under the Budget and Accounting Proce-
dures Act, but this has nothing to do with the salient characteristics
such as separate legal status, the right to sue and be sued, ete., which
give a corporation 1ts special character.

It is true that the FAA can attach business-type financial statements
to the airport budget which is now submitted to the Congress, but those
statements are not the document on which the Congress acts. The
business-type budget is the vehicle on which the Congress acts in the
case of a corporation and this is signifieantly different.

We believe that the GAO has narrowly focused on the controls
exercised by the Congress and the President over corporations and
paid little or no attention to the other important attributes of the
corporate device,

Secondly, the Comptroller General indicates that the airport Yro-
gram can receive additional financial flexibility to meet rapid develop-
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ments and changing conditions through authorization of a permanent
emergency fund to be replenished by annual appropriations.

Certainly, a large enough fund of this type would be of assistance,
but I submit that it does not equate with the flexibility provided
through incorporation.

I would also like to point out generally that it would be far more
desirable to set up a corporation with its appropriate controls and
responsibilities than it would be to provide a host of minor piecemeal
improvements for the current noncorporate activity.

Action to set up a permanent emergency fund or to provide for a
business-type budget or a revolving fund would be but a token recog-
nition of total needs of the program.

Thirdly, the Comptroller General points out that incorporation is
not essential for effective dealings with private businesses. We agree.
However, I think there is a significant difference in customer relation-
ships in the case of a corporation where there is an awareness of the
need for a self-sustaining operation and a clear and direct relation-
ship between services provided and corporate charges.

Fourthly, the Comptroller General believes the Congress basic in-
tention in enacting the Corporation Control Act was to restrict and
control previously incorporated activities, rather than to create new
corporations.

In that connection, he points out the reduction in the number of
corporations since 1945, the scarcity of new ones and the requirements
in section 304 of the act for abolition of all existing corporations
that were not rechartered by June 30, 1948,

The reduction in numbers resulted primarily from mergers of cor-

porate activities and from the termination of wartime or emergency
programs. The requirement for rechartering was to carry out one
of the purposes of the act, that is, to mf)hme a variety of State-

chartered Federal corporations with federally chartered corporations.

As far as the basic attitude of Congress toward new corporations
is concerned, I believe the record which I covered before speaks for
itself,

The Bureau of the Budget believes that proposals to establish new
Government. corporations should be subject to scrupulous analysis
and review in terms of recognized criteria for the use of corporations
set forth in the President’s 1948 budget message.

Those criteria provide for use of the corporate form only when a
program: (1) Is predominantly of a business nature; (2) is revenue
producing and potentially self-sustaining; (3) involves a large num-
ber of business-type transactions with the public; and (4) requires
greater flexibility than the customary type of appropriation budget
ordinarily permits. ]

Our analysis indicates that the airport operations covered by H.R.
896 are consistent with those criteria. We are convinced that adop-
tion of the corporation concept would benefiit the users of the airports
and the taxpayer by placing the operations of the airports on a sound
business basis without in any way weakening essential congressional
controls.

Mr. Wirniams. Mr. Seidman, I would like to express my own per-
sonal opinion, based on my experience in rather extensive hearings
on this subject in this and the last Congress.

I would say that your statement is the most compelling and con-
vincing argument that I have heard in this whole series of hearings
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in favor of the establishment of a Government corporation in this in-
stance and I hasten to congratulate you on the clarity and the force
of the argument, that you have presented to the committee.

As T understand it from your statement, the question of Govern-
ment control as between the present setup and the proposed corpora-
tion 1s moof.

Mr. Semman. Correct,

Mr. Witniams. That it is your contention that the corporation bill
as it is presently drafted would provide for equally as much, if not
perhaps more, congressional control over the operation of these air-
ports as the present system. Is that correct ?

Mr. Semman. That is correct. T would say that it would provide
more effective control because the Congress would be controlling those
things which really count in terms of ultimate cost to the Government.

Mr. Wirrams. Have you given study to the particular provisions
of thisspeecific bill ?

Mr. Semman. T have, Mr. Chairman, to a degree. I have not in-
cluded my comments in the prepared statement, but I was present
this morning when the General Accounting Office testified and I do
have some comments on some of their proposed amendments.

Mr. Witriams. I think we would like to hear those if you can make
them as brief as possible.

Mr. Semman. They will be very brief. I would suspect that we
will hear the same thing from the FAA when they appear, so I will
limit mine then only to things which relate to my general knowledge
in the field of government corporations and general laws applicable
rather than the specifics which the FAA would cover.

For example, the GAO proposed amendment to section 6(10),
page 8, line 3, would omit the word “specifically.” The word “spe-
cifically” in that provision is ineluded in a model charter for govern-
ment corporations which was developed in consultation with the De-
partment of Justice and the General Accounting Office quite some
years ago.

The word was included quite deliberately, because we asked at that
time for a list of the general laws which are applicable to a govern-
ment corporation. No one could give an answer. There was great
ambiguity. We did know that there were a series of specific statutes
which were applicable and so it was believed essential that the word
“specifically” be included so that the corporations would have proper
guidance as to what laws would be applicable to their operations rath-
er than leaving it wholly ambignous.

When we asked the Comptroller General at that time, many vears
ago, what laws did apply or would apply in the absence of this lan-
guage, we had several volumes of the regulatory and prohibitory
statutes submitted to us and it was veny difficult to determine which
would or which would not apply, so I think it is of very urgent impor-
tance that the language “specifically” not be excluded.

The next comment related to section 10(b) on the question of figur-
ing the computation of interest.

I might say I do know something about. the Panama Canal Clom-
pany, since I did draft that act, and the circumstances are not identical.
We were then taking on a going operation with a particular known
investment at the moment, but in other cases we have had experience
with the difficulty of a fluctuating interest rate.
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The present situation may be equated to that of a private corpora-
tion which issues a series of revenue bonds in a given year. They
know that the interest rate is fixed in that year and will continue as
long as those obligations are outstanding rather than having the total
amount fluctuate with the average cost of interest to the Government.

Some serious difficulties in establishing rates would be created if

rou had a fluctnating interest rate. The general formula in the bill
is one which has been suggested by the Treasury Department and I
can assure this committee that it would not create any burden for those
who would have to compute the interest rate nor does it seem to us
unduely complicated.

On 10(e), again, I think I don’t have to go into this, it gets into
the basic philosophy really of how much control you exercise. It is
an attempt really, again, to equate this with the annual appropriation
process. I think this is a fairly standard provision in a Government
Corporation charter.

Mr. Winiiams. How about the general recommendation they made
at the end of their letter¥ Have you seen it ?

Mr. Semymax. I agres with their general recommenation. T think
this provision should be made and generally is. T understand that this
was deleted from the bill because of some concern that this was includ-
ing an appropriation in general legislation, but this is a standard
provision which you almost always include in a corporation bill and
m any reorganization bill.

In fact, there is a general statutory provision which authorizes the
transfer of funds and unexpended balances in connection with reor-
ganizations and T would agree with the General Accounting Office
that that provision ought to be included in the bill.

I think other points raised by the GAO can be covered by the FAA
in their testimony.

Mr. Wirpiams, There may be some questions. Mr. Friedel?

Mr. Frieoer. Mr. Seidman, granted that all of your arguments are
sufficiently persnasive, we all must consider the Corporation formed
for operation of these airports. :

Why should this Corporation be under the Federal Aviation
Agency? You say nothing about it anywhere in your statement.

Mr. Semamax. I think I can answer this, because this relates to the
general philosophy and policy which we have with respect to the
organization of the Government, which is reaflirmed by the Congress
in the Reorganization Act.

The Hoover Commission also éxpressed the policy that we attempt
to organize and group activities by major purpose. Obviously, if we
had a lot of separate, small independent activities in the Government,
the President’s job would be impossible. The President has to look
to some snbordinate to assist him in supervising the executive branch.
As I pointed out before, this is exactly analgous to what we do in the
case of the St. Lawrence Seaway Development Corporation. The
relationship of the Airport Corporation to the FAA Administrator
will be analagous to that of the St. Lawrence Seaway Corporation to
the Secretary of Commerce, who has somewhat the same kind of broad
authority that the FAA Administrator has. The management of the
Seaway Corporation is vested in the Administrator, not the Secretary,
and in this Corporation the management would be vested in the Gen-
eral Manager, not the FAA Administrator.
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We have the same parallel situation, Mr. Friedel, in the Commodit;
Credit Corporation and Federal Crop Insurance Corporation, whic
are under the supervision of the Secretary of A griculture who also has
some very important regulatory functions in the field of agriculture,
not only with respect to the large payments and other things which
affect the agricultural economy, but some direct regulatory functions.

Again, in the case of the Panama Canal Company, the Secretary
of the Army on the civil functions side, on navigable waterways, also
has regulatory functions.

Mr. Frieper. Why wouldn’t the Government take charge of Idle-
wild, and La Guardia, and Newark Airports? '

Mr. Seipmawn. Idlewild, La Guardia, Newark, and Teterboro are
all under the Port of New York Authority, which is a corporation.

Mr. Friever. And they are doing a very good job?

Mr. Semmaxn. Yes, and that is a government corporation.

Mr. Frieoen. The FAA only has jurisdiction as far as safety is
concerned ?

Mr. Semyan, These are local airports, and there is another question
of policy as to whether these ought to be airports operated by local
jurisdictions. Congress has determined otherwise.

In Alaska, for example, we had airports at Anchorage and Fair-
banks which had been constructed by the Federal Government and
which, at the time of statehood, were turned over to the State of
Alaska by the Federal Government. This is a determination which
has been made by the Congress which I don’t think would be appro-
priate for me to question it here.

Mr. Frieper, In other words, you don’t feel that Washington Na-
tional Airport or the Dulles Airport could be run as a corporation in
a businesslike way unless the FA A has their finger in the pie?

Mr. Semnman. No, I would not say that.

Mr. Frieper. That is the point I asked about. Could it be run
efﬁcignt‘ly under the Corporation without the FAA haying jurisdic-
tion

Mr. Seroman. The airports undoubtedly could be efficiently run by
a corporation setup, say, like the Port of New York Authority, but
within the executive branch of the Government, this creates another
problem.

If it is to be operated by a Federal Corporation, you have to look
at it from the viewpoint of the President of the United States and his
job and how he supervises the activities.

If you create it as a separate entity, obviously, the President could
not devote the kind of personal attention to it at the supervisory level
that would be required.

In the normal practice then he looks to one of his subordinate officials
in the Cabinet or elsewhere in the executive branch. This is the rea-
son for having the FAA Administrator as the supervisor.

Mr. Frieper. I am trying to get just simple answers and I will ask
you this question. Do you feel that a corporation separately and dis-
tinctly away from the FAA could run it in an efficient manner?

Mr. Semaran. I will give you a simple and direct answer.

Mr. Friepen, Yes. You said nothing about it in your statement.
You left that out and I was under the impression that you are saying
that it can only run under the FAA.

Mr. Serwman. No.
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Mr. Frieoer, I say that T am in favor of a corporation, but I think
the FA A should be out of it.

Mr. Seromax. I would say, and I should add that I have answered
your question affirmatively and frankly, that we would find the elimi-
nation of FAA objectionable for other reasons. We are looking at it
in terms of the organization of the executive branch and from the point
of view of the President, which I think has to be considered, in what
he does in carrying out his responsibilities for the conduct of the
executive branch of the Government. We have, and this is general
policy, opposed the establishment of a large number of small inde-
pendent agencies. This is an across-the-board policy.

Mr. Frieper. Do you compare the Panama Canal with Dulles?
Are you comparing those ?

Mr. Semyan. In what respect? As a business-type activity?

Mr. Friener. The Government is in certain things, in the Panama
Canal and St. Lawrence Seaway.

Mr. Sertpman. These are corporations, correct.

Mr. Frieper. Are you trying to compare those with the Dulles
Airport?

Mr. Semamaxn. That is correct, in terms of organization, the nature
of business activity, and relationship to people in the executive branch
of the Government below the President.

M. Frivper. Would you compare it with the Export-Tmport Bank ?

Mr. Semaman. The Export-Import Bank, no. The Export-Import
Bank is a corporation, but of a very entirely different character, That
is essentially not an operating corporation. It is a financial institu-
tion. It is a bank. I wouldn’t compare the Pennsylvania Railroad
and the American Security & Trust. They are different types of in-
stitutions, even though they both are of a corporate character.

Mr. Frreoer. That is all, Mr. Chairman.

Mr. Wieiams. Mr. Hemphill ¢

Mr. Hemenin, Yes, sir. First, I want to congratulate you on
your statement. I think it is very clarifying and certainly a credit
to your department of the executive branch of the Government. If
this were a separate corporation out from under the FAA, in effect
we would practically lose all congressional control, wouldn’t we?

Mr. Sepman. You would not lose congressional control. You
would certainly lose executive branch control because I doubt that
the President would be giving much personal attention to it.

Mr. Hemeriin, I noticed in your statement that it is the opinion
of your department that from a business standpoint if the legislation
is passed this Corporation will run the airports in a more businesslike
manner. That is the gist of your statement ?

Mr. Seroman. That is our intention and purpose.

Mr. Hempainn, I am glad to have you make that statement and I
couldn’t help but think when you were talking a minute ago that we
always have to be carveful that we don’t put ourselves in the position
of the Dixon-Yates climate of some years ago. 1 don’t care to pass
on that because I am pretty partial, but certainly I don’t want to put
the Federal Aviation Agency in that predicament at this time.

I am just afraid that if it were taken out from under the control of
that Agency and, therefore, the executive branch of the Government,
it would have that possibility. Do you have that feeling?
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Mr. Semman. That is right. I think you need someone. The
President wants someone who, one, has knowledge and, two, has other
areas of responsibility which relate to the particular activity and who
can, on his behalf, be concerned with general policy, not the day-to-
day management. The FAA isn’t going to get in on that. Cer-
tainly the President wants to see someone on his behalf taking a look
at the Corporation to see that its general policies conform with his
policies and that it is efficiently operated.

Mr. HempriLn. I certainly thank you, sir.

Thank you, Mr. Chairman.

Mr. Seroman. Thank you.

Mr, Witrams. Thank you very much.

Mr, Semman. Thank you, Mr. Chairman.

Mr. WiLrams. I have made a canvass among members of the sub-
committee and it appears that our attendance this afternoon, should
we set hearings, would be very, very sparse, and I discussed with Mr.
Schulte and his associates of the Federal Aviation Agency the question
gf whether they should appear this afternoon or perhaps set another

ate.

We find ourselves in agreement that their testimony would be rather
important and of a great deal of interest to the members of the sub-
committee, and so if it is agreeable with other members of the subcom-
mittee, we will adjourn now and the Chair will announce the next date
for these hearings, as soon as we can work it ont sat isfactorily.

(Whereupon, at 12:05 p.m., the subcommittee recessed, to recon-
vene subject to the call of the Chair.)

-
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