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POST OFFICE LONG-TERM LEASING

TUESDAY, APRIL 18, 1967

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON POSTAL FACILITIES AND MODERNIZATION OF THE

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

The subcommittee convened at 10 :10 a.m., in room 345, Cannon
Building, Hon. Dominick Daniels (acting chairman) presiding.
Mr. DANIELS. The Subcommittee on Postal Facilities and Modern-

ization will now come to order.
The subcommittee is meeting this morning to consider H.R. 8553,

introduced by Chairman Pool, and H.R. 8554, introduced by me,
identical bills that would extend the authority of the Postmaster
General to enter into leases of real property for periods not exceeding
30 years, and for other purposes.
(The bill, H.R. 8553, is as follows:)

[H.R. 8553, 90th Cong., first sessa

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

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That (a) the portion of section 2103(a), title
39, United States Code, which precedes paragraph (2) thereof is amended to read
as follows:
"(a) Whenever the Postmaster General determines after consultation with the

Administrator of General Services, that it is not desirable or feasible to construct
a postal facility under the provisions of the Public Buildings Act of 1959, as
amended (40 U.S.C. 601-615), the Postmaster General, in addition to the au-
thority conferred upon him by section 2102 of this title may—

"(1) negotiate and enter into lease agreements which do not bind the Gov-
ernment for periods exceeding thirty years, on such terms as the Postmaster
General deems to be in the best interest of the United States, for the erection
by the lessor of special-purpose post office buildings on lands sold, leased, or
otherwise disposed of by the Postmaster General to or otherwise acquired by,
the lessor ;"

(b) Section 2103, title 39, United States Code, is amended by adding at the end
thereof the following new subsections:

"(d) As used in this section the term 'special purpose post office building'
means a building which has the following characteristics;

"(1) it is situated in a particular geographical location to make it con-
venient for processing mail;
"(2) it is designed in a particular configuration to make it convenient

for processing mail; and
"(3) it is not readily usable or convertible to use as a general-purpose

office building.
"(e) At least thirty days prior to entering into a lease agreement under this

section or under section 2102 of this title for a special purpose post office building
having gross floor space exceeding twenty thousand square feet, the Postmaster
General shall transmit to the Committee on Public Works of the Senate and the
Committee on Post Office and Civil Service of the House of Representatives a

1



2 POST OFFICE LONG-TERM LEASING

report which includes a full and complete statement concerning the need for
such an agreement and the facts relating to the proposed transaction.
"(f) A statement in the lease agreement that the requirements of subsections

(d) and (e) have been met, or that the lease agreement is not subject to these
subsections, is conclusive."
(e) The text of section 2109, title 39, United States Codes, is amended to read

as follows: "Agreements may not be entered into under sections 2104 and 2105 of
this title after July 22, 1964, and under section 2103 after June 30, 1972."
Mr. DANIELS. The bills are identical to S. 1039, favorably reported

from the Senate Public Works Committee and due to be called up in
the Senate any day now.
By way of background I might state that this is the third time in

as many Congresses that we have considered this type of legislation.
In the 88th Congress the Postmaster General's authority to acquire
and dispose of sites and to enter into leases for periods up to 30 years
was due to expire on July 22, 1964, and by enactment of Public Law
88 480 we extended the authority until December 31, 1966. In the
last Congress, by enactment of Public Law 89-637, the authority was
further extended to April 30, 1967. Unless the legislation we are now
considering is enacted, the 30-year leasing authority will expire at the
end of this month.
I will say quite frankly that this year we were waiting for the Senate

to pass its bill before taking any action here on the House side. How-
ever, the time element now dictates that we proceed as expeditiously as
possible, as the continued existence of the 30-year leasing authority is
vitally essential to the Post Office Department's total space acquisition
program.
H.R. 8553 and H.R. 8554 would extend for an additional 5-year

period, through June 30, 1972, the authority of the Postmaster Gen-
eral to acquire and dispose of sites and to enter into leases for periods
up to 30 years. In addition, and most significantly, the bills, unlike
any previous legislation on the subject, contain a number of restrictive
requirements, not provided in existing law, that are directed at certain
criticisms that have been leveled against the leasing program in the
past few years. These new requirements are as follows:

(1) As a condition precedent to the construction of a leased
building under the terms of the new legislation, the Postmaster
General is required to consult with the Administrator. of the
General Services Administration and thereafter to determine that
it is not desirable or feasible to construct a postal facility under
the provisions of the Public Buildings Act of 1959.
(2) The bills provide that the construction under .their pro-

visions will be only for special-purpose post office buildings.. The
bills define a "special-purpose" building as being one which is
situated in a particular geographical location to make it con-
venient for mail processing; is designed in a particular config,i7a-
tion to make it convenient for processing mail; and is not readily
usable or convertible to use as a general-purpose office building.
(3) In addition, the bills require the Postmaster General to

submit a statement explaining all aspects of the lease for each
special-purpose postal facility with a gross floor space exceeding
20.000 square feet to the Committee on Public Works of the
Senate and the Committee on Post Office and Civil Service of the
House of Representatives at least 30 days prior to executing the
lease.
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We have received written reports from the Bureau of the Budget,
the General Accounting Office, and the General Services Administra-
tion, all of which are in support of this legislation. Copies of the re-
ports are on the table before you, and at the conclusion of our oral
testimony this morning I will request that they be placed in the record.
Our witness this morning is Mr. Amos J. Coffman, Acting Assistant

Postmaster General, Bureau of Facilities, who is accompanied by Mr.
James J. Wilson, Assistant General Counsel, Real Property Division,
and Mr. Dennis A. Jensen, Director, Realty Division, Bureau of
Facilities.
Mr. Coffman, I welcome you to this subcommittee this morning and

request that you proceed with your testimony. I notice that you have
a long statement. You may read the statement or you may summarize
it, and then the members of the committee will ask questions.

STATEMENT OF AMOS J. COFFMAN, ACTING ASSISTANT POST-
MASTER GENERAL, BUREAU OF FACILITIES

Mr. COFFMAN. Mr. Chairman, I think I would like to proceed, if it
meets the approval of the subcommittee, by summarizing the state-
ment.
Before going into that summary, Congressman Daniels, I want to

convey to you the personal appreciation of the Postmaster General
for scheduling this early hearing, for putting into the Congressional
Record the very succinct and clear statement about this legislation,
frankly stating the predicament. that we are in. I want to express
also the appreciation of the Postmaster General to the other members
of the subcommittee for being here on this occasion of this hearing
which was called on pretty short notice.
We also appreciate, of course, Chairman Pool's complete coopera-

tion in this matter, even though because of illness he cannot be here.
The chairman has explained to you members of the subcommittee

the predicament that the Post Office Department finds itself in. Be-
cause of past history of some difficulties in the Senate and no such past
history with respect to this legislation in the House we had been await-
ing Senate action before proceeding here in the House of Representa-
tives.
However, the Senate action has not been forthcoming. We do expect

it today or tomorrow or the next day, whenever the tax legislation
which is now pending before the Senate is out of the way. It is the
next pending business in the Senate.
But having made that decision, we found ourselves in the dilemma or

the problem of running out of time, and so these hearings were called
on this short notice. In no way do we want to indicate that we are
interested in ramroding or pushing this legislation through without
careful attention.
This subcommittee and this full committee have examined it care-

fully with hearings in 1964. They looked at it again last year, and
we are now prepared to furnish all information desired with respect
to the present bill, which has some differences, as the chairman indi-
cated, between it and the prior legislation.
The reason it has differences is because the lease program has been

the subject of some criticism by the General Accounting Office, by the
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Bureau of the Budget, and implicitly I think by the General Services
Administration. And I think it is important that each one of those
agencies are now on record in favor of the legislation that is now be-
fore this subcommittee. This is the legislation that, as has been pointed
out., is identical to that of S. 1039 which is now pending in the Senate.
In summary, these three bills provide this: They provide that the

present authority of the Postmaster General to enter into long-term
leases be extended for 5 years. And I want to point out that it is not.
only the long-term leases that are involved here, but it is our land
condemnation, purchase, and sale authority that goes along with it
that is in the present legislation, the present statute; 39 U.S.C. 2103
contains not only the long-term leasing authority, but land condemna-
tion and purchase and sale authority that I will point out later is so
important to any leasing program. So it extends that authority for
5 years.
It provides that. this authority can only be exercised after a Federal

building has been found not to be desirable or feasible by the Post-
master General after consultation with the Administrator of the Gen-
eral Services Administration.
Now this authority is confined to special-purpose post office build-

ings, and special-purpose post office buildings are defined in substance
in the bill as a. building built for the purpose of handling mail, to
differentiate them from office buildings.
It was the intention of the Public Works Committee in the Senate.

I think, and it is the feeling and view of other people who have studied
this program that the Department should not be in the business of
building office buildings, that they should instead be in the business
of building post. office buildings; and since handling of mail is now a
pretty specialized activity, and especially in the larger facilities is
really a light industry, it was perfectly appropriate, we thought, to
provide this in this legislation.
Then finally, the bill provides, most importantly, for congressional

oversight with respect to all of the major facilities 20,000 square feet
or over by providing what might be called a lay it on the table provi-
sion offering this committee—that is the full Post Office and Civil
Service Committee, and this subcommittee would have jurisdiction—
offering this committee and the Senate Public Works Committee the
opportunity to examine each large project that the Post Office De-
partment intends to go into before that project is awarded.
Now the Post Office Department supports these bills. Despite the

fact that they offer certain restrictions, we think that they are work-
able, that they are practical, and that it is healthy to have the con-
gressional oversight that they provide; and therefore we are support-
ing them wholeheartedly.
Now let me go for just a moment to the reason why we are so con-

cerned and the PostmasterGeneral is so concerned about the acquisi-
tion of new space for postal activities. The Postmaster General has
said that the Department is in a race with catastrophe. The outcome
of that race to a large degree will be determined by whether or not
we can install sufficient machinery to handle the great explosion in
mail volume that is occurring in the United States. You cannot install
the machinery unless you have the new buildings to install it in.
The old buildings are not high-ceilinged enough to take the machinery.
The floors don't have the load-bearing capacity. They don't have
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sufficient platforms. They don't have sufficient maneuvering area.
Nine-tenths of them were built in the 1930's under Jim Farley. The
postal plant is simply not adequate..
It is not adequate even in terms of raw space. It is doubly not

adequate when it comes to places in which to place the mechanization
that is necessary to handle this great mail explosion with which we are
confronted.
So when the Postmaster General says that we are involved in a race

with catastrophe, to a very substantial degree he is talking about the
very thing we are talking about here the ability of the Post Office
Department to get space—pure, simple space—in which to operate
and in which to place our labor-saving machinery.
I might say that the Post Office Department in recent weeks has

almost pushed the Vietnam war off the front pages in some respects.
Here I have "A Crisis Coming in the Mails.' That is an article in
the current issue of U.S. News & World Report. Last Sunday the
front-page feature article of the New York Times as, "Lawrence J.
O'Brien and His Efforts To Modernize the Post Office Department."
In the March issue of Fortune magazine, there is a full story on the
efforts of the Post Office Department to modernize its plant.
The Postmaster General's sensational and very thoughtful proposal

recently submitted to the President and to the American public to
adopt a plan of a nonprofit corporation is receiving careful considera-
tion, and an Executive order has been issued by the President appoint-
ing a 10-man commission to consider this.
The whole point of this is that to a very substantial degree this is a

problem in acquisition of space. The population of the country is
shifting, the gross national product is increasing in leaps and bounds.
All of this is reflected in increased mail volume, to the extent that
today we need 7 million square feet of new space each year, and we
think next year we will need 10 million new square feet of space.
I don't think anyone argues much about the fact that the Post Office

Department needs renovation, needs modernization, and in order to
accomplish these things it needs a lot of new space, as I just specified.
Now let me spell out just very briefly the tools that we now have to

obtain this space. First, we have our lease construction program, the
core of which is involved in this legislation.
This program has supplied the space to the extent we have been able

to get it so far. This is a competitively bid program. It provides for
private financing, it provides for flexibility in that we don't have to
get appropriations and prospectuses approved. The prospectus and
appropriation procedure that goes along with Federal buildings is
rather long and cumbersome. We have been able to utilize the lease
construction to a very high degree.
We now have 85 large projects in some stage of development. Some

are in the planning stage, and some are under construction. Most of
those—not all of them--most of them are in the leasing program at
this time.
We may make an effort, as I will explain later, to shift some of those

to Federal construction for reasons that I will outline a little later.
But right now the success of this program hinges—if you are going
to develop it with certainty—upon the extension of the leasing author-
ity. So we have the leasing program. That is one of the tools that
we have that is at stake in this legislation.

77-734-67-2
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Second, the General Services Administration can build Federal
buildings for us by submitting a prospectus to the Bureau of the
Budget and by having approval of that Office, the Office of the Presi-
dent, in other words and submitting prospectuses to the Public 'Works
Committees in the house and Senate and obtaining appropriations,
et cetera.
That authority has been utilized, we think, to the maximum extent

possible. I think the General Services Administration agrees with us.
Where a combination building is needed the General Services Admin-
istration comes to us, asks if we need postal space there if we do, we
join with them for the construction of a Federal building.
Now despite this fact, despite the fact that General Services Admin-

istration served us in combination buildings, we had the idea last
year—and this was supported by a blue-ribbon advisory committee
composed of presidents of some of the leading corporations of the
country—that we ought to have independent construction authority.
So the Postmaster General wrote letters to the Speaker and the Vice
President recommending such legislation.

It didn't get very far. It didn't even get introduced in the House
of Representatives. It was introduced in the Senate, hearings were
held, but it was not reported out of the Senate Public Works Com-
mittee.
While that legislation was pending—and I cite that little bit of

history because this is the third method of acquiring space that is now
open to us—the Administrator of the General Services Administration
offered to delegate—under authority that he had under existing legis-
lation
' 

section 15 of the Public Buildings Act of 1959—to the Post
Office Department, authority to build their own postal buildings that
were to be used primarily for postal purposes.
That delegation of authority applied at once to 14 buildings that were

listed in the delegation, and when my statement goes into the record
a copy of the delegation of authority will go in with it, with the per-
mission of the subcommittee.

It provided immediately for the delegation of 14 projects that had
been approved already by the respective Public Works Committees.
But it is much broader than that. It provides that, in the future—
for all buildings on which the Postmaster General and the General
Services Administrator can agree—construction authority will be
delegated to the Post Office Department. The delegation provides
that prospectuses must go forward, nevertheless, through GSA and
through the respective Public Works Committees, but, at that juncture
GSA's administration of that particular delegated construction project
will cease. The Post Office Department will take over and proceed
with the funding, the design, the selection of the location, and the
construction of the facility.
Now the reason for this delegation I think is quite simple. The

post office of today is a special-purpose building. It is a big, high
ceilinged, light, industry-type mail processing plant, and it is one
with which the Post Office Department only is concerned, not, the rest
of the Government.
And given that kind of a background, I think it was the consensus

of those involved in this that there is no use of having a layer of design
people and a layer of contracting officers and a layer of other public
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officials between the Post Office Department that needs the building
designed as they need it, located where they need it, and the actual
construction of the building.
So the delgation of authority lets the Post Office Department move

directly under the present statute without the necessity of a new
statute.
We have sought under this delegation of authority an appropriation

which I will discuss in just a moment.
These are the three methods of acquiring space the Department now

has. You can see by reveiwing these three methods how important
the leasing authority is against the other two. The leasing authority
provides flexibility and allows us to use the direct approach needed to
do the job—in the business oriented atmosphere that we are in—
where we can't always predict what is going to happen tomorrow. It
gives us that kind of authority where we badly need it. If we can
predict we can use the other methods for building buildings we are
talking about.
Now I want to mention just one thing about the economics of post

office construction which sheds some light on the provisions of this
legislation and on the policy that the Department wants to follow.
The economics of post office construction, during recent. years while

this leasing program has been going at a rather fast pace, has been
very interesting to the General Accounting Office, the Bureau of the
Budget, and other people that study the fiscal affairs of the Govern-
ment.
The Post Office Department believes it is more economical to lease

those small- and medium-size post offices than it is to build them as
Federal construction projects. I think the General Accounting Office
is now reserving opinion with respect to this.
Mr. DERWINSKI. Mr. Chairman, may I interrupt?
Mr. DANIELS. Yes.
Mr. DERWINSKI. Would you mind, Mr. Coffman, giving us a defini-

tion of what you classify as small, medium, and large? Those are
rather vague terms. Do you have some space figures that would fit
those classifications?
Mr. COFFMAN. I would say small buildings are, say, 15,000 square

feet and under-10 to 15 thousand square feet and under. Medium
size would run up toward 50,000, and the large buildings 50,000 and
above.
Now we don't want to draw any precise lines. Actually the prob-

lems with respect to construction on larger buildings occur when
you put mechanization in to a substantial degree. They occur at that
stage, and you may put mechanization in a 40,000-foot building or
you may wait until you get a 60,000-foot building. But, in other
words these are the categories.
In the small- and medium-size buildings, Federal construction so

far has been fairly expensive per square foot so that increased con-
struction cost has pretty much tended to overcome the tax advantage
that goes along with a Federal building. The Federal building isn't
on the tax rolls as you all know. The leased buildings are. It is
taxable, it is a major economic factor. In fact, it is the major factor
in the difference in cost between these two kinds of construction.
But we believe that the medium and smaller size buildings, which,



8 POST OFFICE LONG-TERM LEASING

incidentally, we lease for shorter terms-5-, 10-, 15-, 20-year terms—
should continue to be handled under the lease construction program.
-We. are not frozen on that view. The General Accounting Office is
going to do a restudy. We will be watching that with great interest.
They are very objective about what they do.
It could be we should get into Federal construction to a greater

degree on this size building. So far we are not willing to say that
we should, but it is a possibility.
However, with respect to the larger buildings the economics are

fairly clear. Everybody agrees, I believe, that has studied the prob-
lem, that it is considerably cheaper to build a larger building as a Fed-
eral building than it is to build it as a leased building, largely because
these buildings carry, when they are leased buildings, a very heavy tax
burden. Local real estate taxes are extremely heavy.
We have some of our larger facilities—Detroit, Manhattan, and

places like that—that carry a $400,000 a year tax bill. Well, pretty
obviously if you have to pay out of rent, $400,000 for taxes it is going
to cost you a lot more when you analyze that economically than
it is if you don't have to pay the taxes.
So that putting aside for the moment the advantages of paying

real estate taxes out of the Federal Treasury—which has some points—
we can say that as far as the Treasury is concerned and as far as the
Post Office Department appropriations are concerned larger buildings
should be built as Federal buildings.
Now with this in mind, and with our delegation of authority, what

we are now announcing as our policy with respect. to these larger build-
ings is that we will to the extent possible and feasible build our larger
buildings as Federal buildings and continue the small- and medium-
size buildings as leased buildings under our present state of the art or
under our present views.
Now if this is true, if we are going to shift with respect. to these

larger buildings, why are we asking for the extension of this 30-year
leasing authority and the land condemnation authority that goes along
with it.?
The purpose of giving this background is because this subcommittee

is vitally concerned with the acquisition of facilities and the modern-
ization of them, and I think this background is significant in that
regard.
Let me get to the reasons why we think we should have the leasing

authority even though we intend to move, as fast, as we can toward
Federal buildings, with respect to larger facilities, using the appro-
priation process and the delegation of authority.
The first reason is this: despite all of your best, efforts with respect

to a Federal building you may not be able to get it approved and
funded in time to do the job for the Post Office Department. At the
same time the economic analysis of that structure may show that you
will save money even if you build it as a leased building. To avoid
having to forgo those savings, even though they might be as great as
they would be if you could get a Federal building, and to avoid all
of the hectic problems that arise when you don't build a new facility—
we think we ought to have the leasing authority.
To state it differently, if it appears that you cannot clear through

the Bureau of the Budget, you cannot clear through the Public Works
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Committees, you cannot get funded in time to do the job on X project,
then we should go ahead with it as a leased project.
Now what is the practicality of that sort of a problem? We have

11 projects we are seeking funding of right now, 11 of the 14 projects
that were delegated to us by the General Services Administration.
The House Appropriations Subcommittee and the full committee and
the House as a whole cut $10 million out of the $55 million public
buildings appropriation, and it happened that $10 million, as the legis-
lation read, applied to site and design funding. The site and design
funds are the seed money of a Federal building program. If you cut
that in two it causes a lot of trouble.
So this illustrates the kind of problems that arise when you go into

a Federal building program. We are not backing away from that
program. We are going to push right along on it, but you have that
kind of a problem arising; and where you can't get the appropriation
as apractical matter in time to use it and save money then perhaps the
leasing authority should be used, and we are prepared to say it should.
There are some other instances where leasing authority is essential.

We have increasingly found it necessary to build buildings on airport
property, not only airmail facilities, but many times a main facility
for a town, as in Tampa, Fla., and other cities. Many times the main
mail handling facilities ought to be on airport property that is owned
by a public body. They are not anxious to have us come in and con-
demn property and build a Federal building on top of the current
corporate or legal structure they have. It musses up their bond issues
and causes lots of problems and isn't really wise as a matter of public
policy.
We would like to have the authority to lease these facilities. And

to get our structure there, the kind of proposition we are working out
with these airport people is this: They will build a building according
to our specifications and will put it out for bids, construct it, hire the
A. & E., and do the whole job. They will do it with no profit. They
will do it with the low interest rates they are getting on their bonds,
and above all, there are no taxes on the airport buildings. So that
we get all the breaks there that you get from a Federal building, and
yet we are also satisfying the requirements of the airport authority
that, you don't superimpose on their airport a Federal building that is
owned by the Federal Government outside their control. So that is
an important reason to have leasing authority.
Then there is another one that is important, I think, oftentimes to.

an individual Member of Congress. Sometimes in getting a site or
oftentimes, as a matter of fact, we are negotiating with municipalities,
cities, other public bodies that own land. Sometimes they are willing
to sell us the site for a very low price or even give it to us if we can
build a leased building there and leave it on the tax rolls. We would
like to be free to accept that kind of proposition.
To some extent that is the flavor of the proposition that we have in

Dallas, Tex., where we are buying a site for $1 a square foot, from the
city council, which is probably worth twice that much.
Now I want to stress that we have not committed ourselves legally

at least to any municipality that we won't build a Federal building,
but we do have an equitable consideration; and, of course, under the
congressional oversight provisions of this legislation all these larger
buildings would be presented to this committee for 
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Ir. Scow. Mr. Chairman, may I ask a question?
Mr. DANIEI.s. Yes, Mr. Scott.
Mr. Scorn Does that mean that you would not proceed without

some approval from this committee, or would you just submit it and
then go ahead with whatever you plan to do?
Mr. COFFMAN. It is what I term, Congressman Scott, a "lay it on

the table- provision. The details with respect to each project would
be presented to the committee and would be before them for such con-
sideration as they want to give it and such questions as they care to
ask and such objections as they care to lodge or approvals for 30 days.
Now one of the reasons that provision is the way it is is because the

executive branch of the Government and the President personally has
viewed committee approval as being of some questionable legality. So
the Public Works Committee in the Senate has agreed to that, even
though they have approval right with respect to Federal buildings;
But this is a method of approaching this thing that hopefully will
meet the approval of both the executive and the legislative branches.
Mr. DANIELS. Mr. Seat, will you yield?
Mr. Scorn Yes, Mr. Chairman.
Mr. DANIELS. In my opening statement I pointed out that under the

legislation which we are now considering there are three conditions
precedent. One of the conditions is that 30 days prior to executing
the leasing authority the Postmaster General must submit to the Pub-
lic Works Committee, which has jurisdiction on the Senate side, and
to this committee, what the plans are.
Mr. Scorr. Well, Mr. Chairman, the only thought that came to my

mind was the practical effect of submitting this to the committee.
Mr. DANIELS. We are like an oversight committee here. We have

the right to review it. As a matter of fact., I understand Chairman
Pool proposes to make an extensive investigation of the leasing au-
thority and property acquisition of the Post Office Department in this
session of Congress.
Mr. Scow. As I read this, and as the witness has indicated, this is

considered to be an executive department matter, and the legislative
branch wouldn't have the authority to approve or disapprove. I am
just wondering about the practical effect. If we didn't like what they
were doing, would we just let them know we didn't like it; or could
we amend the law at any time and take this authority away from them
if we didn't approve what they were doing?
Mr. COFFMAN. I think the question is very good. The practical

effect is the thing that you are interested in. I think the practical
effect is that the Post Office Department would, of course, pay a good
deal of attention to the views of the committee; whereas legally we
could override the judgment of the committee, it would seem to me
to be very unwise to attempt to do so. We would try to explain, if
we had a difference of opinion, our viewpoint, and we would just have
to take it project by project thereafter. But practically, I am certain
that I speak for the Postmaster General in saying we would give the
utmost consideration to the views of the committee on each project
that comes up.
So far I have been mentioning why we need leasing, not necessarily

why we need long-term leasing. Just let me devote a few remarks to
why long-term leasing is significant.
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It is significant primarily, in a nutshell, because where you can see
long-term needs, where you can see you need to occupy space for 30
years you get a much better financial deal if you can offer a 30-year
lease than you do if you offer only a 20-year lease, which we would
have to do if we did not get this legislation through.
I have attached to my formal statement exhibit A which reflects

the study of all of our leased construction projects for the last 9 years.
We used 9 years because that is when the program has been going full
blast. I think we had 386 20-year leases in that study, and 87 30-year
leases.
Now this shows that on the basis of the percentage of total cost that

your 20-year leases cost you a good deal more than do your 30-year
leases if you are talking about 30-year occupancy, especially.
The problem that we are confronted with here is this. We had 87

projects in the last 9 years that we used the 30-year term on. If we
didn't have this legislation we would have had to use the 20-year
term, and with options to carry this on up to 30 years. But because
this 20-year term is not as appealing to investors the net result would
have been, had we had to use the short term on the 87 projects—we
used the long term—had we had to use it, it would have cost us $18
million more.
Now the longer you occupy the building the more it costs you as

you pay the high cost of interest that goes along with the 20-year lease.
So that in a nutshell, without getting into great detail, is what

the exhibit shows, and my prepared statement shows exactly how
the exhibit was prepared.
I might say it was prepared on the basis of the percentage of rents,

the ratio of the rent to the total cost of the building. The 30-year
buildings naturally cost a little more per square foot because they
are much more complicated than the 20-year buildings. In order
to get a comparison, we used the ratio of rent to the total cost of the
building.
When you use that, which I think is an accepted statistical method—

it is not challenged by the students of that sort of thing—when you
use that, you find that the 30-year term is substantially more eco-
nomical than the 20-year term where you can project occupancy
that far, that you actually intend to occupy it for the 30 years.
So much for the economics of the long-term lease.
Now as I said before, this legislation also carries with it land

condemnation and purchase and sale authority which except for this
legislation we wouldn't have at all. No leasing program, whether it
is 20 years, 10 years, 5 years, or any other time, can go forward under
competitive bidding practices unless you are able to control sites, and
at reasonable prices, so that each person that bids is bidding on the
same proposition. He is bidding on the same site for the same build-
ing, and he is in a straight competitive proposition with the other
bidders. If you let everyone bid on their own site not only do you
have a helter-skelter program, but you have no way of really passing
judgment on competition. You open it up for the real estate officers
and other people in the Post Office Department to say, "Well, I like
this site over here a little better; even though it costs four times as
much we will take it." Thus, the protection of competition is gone
unless you have the ability to control sites.
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The ability to control sites depends upon your ability to condemn
the site—not that you have to condemn it very often, because you
don't. Ninety-five percent of the time we don't condemn sites. But
the fact that you can is the thing that enables you to get a site under
control at a fair price.
Now there is listed in my formal statement a half dozen other situa-

tions where you need condemnation authority to make the program
go. But I think you can see in order to clear title, in order to stop
high. prices, in order to get the one or two recalcitrant owners of par-
cels in line, et cetera, you do need condemnation authority. And I
want to make it clear to the subcommittee that we use this with the
utmost discretion. When we institute a condemnation proceeding we
write each owner of the property a letter telling him the reason we are
doing it, whatever it may be in this particular instance, and saying
hopefully we will have no litigation, and through the U.S. attorney's
office these can be settled.
We also use two appraisers approved by the Department of Justice

in settling condemnation proceedings. Our recording settlement on
those is right down close to the appraiser's appraisal in practically all
instances. We have an administrative rule that we can go as much as
10 percent over, depending on the feelings of the U.S. attorney about
our chances in the trial. Two of our recent cases in Birmingham and
Mobile have been right down within 2 or 3 percent of the amounts.
So we feel that we are administering the condemnation authority

with equity and good judgment.
Mr. Scorr. Mr. Chairman.
Mr. DANIELS. Yes, Mr. Scott.
Mr. Scow. Mr. Coffman, are you saying that after condemnation

proceedings are instituted you determine whether settlement shall be
made?
Mr. COFFMAN. No; the Department of Justice makes recommenda-

tions to us and they seek our approval.
Mr. Scorr. Well, Mr. Chairman, for the record let me say that the

Attorney General has plenary authority to settle lawsuits, and not the
Post Office Department.
Mr. COFFMAN. Well, Mr. Scott, all I am saying is the Attorney

General follows the practice of asking us what we think about the
proposed site.
Mr. Scow. All right.
Mr. COFFMAN. I understand perfectly as a lawyer that this is a

prerogative of the Department of Justice.
In summary then, we think the 30-year leasing authority contained

in these three bills should be continued because it is the most eco-
nomical method of procuring space where long-term occupancy is
projected and leasing is appropriate.
The 30-year term enables the Department to more evenly match cost

and revenue, thus minimizing Treasury financing.
Even though the Department intends to greatly enlarge its Federal

construction program, continued 30-year leasing authority is essential
to the development of facilities where Federal ownership is inap-
propriate. I mentioned two or three of those.
The land acquisition authority, which is just. as important as the

30-year, should also be continued because it is basic to a competitive
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leased construction program irrespective of the length of the lease
term.
Further, the condemnation authority protects the Department

against excessive land costs, and its very existence enables the Depart-
ment to obtain options at fair prices which would not otherwise be
obtainable.

Therefore, the Postmaster General urges that this legislation should
be adopted.
Mr. Chairman, I would like to request that my full formal

statement be placed in the record.
Mr. DANIELS. Without objection, your formal testimony will be

inserted in the record at this point.
(The prepared statement of Mr. Coffman, is as follows:)
PREPARED STATEMENT OF ACTING ASSISTANT POSTMASTER GENERAL AMOS J.

COFFMAN

Mr. Chairman and members of the subcommittee, the Postmaster General
has asked me to convey his personal appreciation to you, Congressman Daniels,
and to the members of the subcommittee for scheduling an early hearing on
these very important bills. We are grateful also to Congressman Pool, the
chairman of this subcommittee, for his wholehearted cooperation in arranging
for this hearing under circumstances where, because of illness, he could not bepresent to preside.
I am pleased to present the views of the Post Office Department on H.R. 8553and H.R. 8554.

THE BILLS

These two bills are identical and are also identical with a bill now pending
before the Senate, having been unanimously reported out by the Public WorksCommittee of that body. The three bills would extend the Postmaster General'sauthority to enter into leases of up to 30 years' duration and would also extendhis authority to condemn, purchase, and dispose of land for the purpose of carry-ing out this leasing program. The bills would extend this authority until June
30, 1972. The present authority is contained in 39 U.S.C. 2103 and expires onApril 30, 1967. It is virtually unconditional except for this time limit. These
bills, on the other hand, contain a substantial number of new requirements notprovided in the present statute. These requirements are as follows:

(1) As a condition precedent to the construction of a leased building under
the terms of these bills, the Postmaster General is required to consult with
the Administrator of the General Services Administration and thereafter todetermine that it is not desirable or feasible to construct a postal facilityunder the provisions of the Public Buildings Act of 1959. This provision
becomes very meaningful in view of the delegation of authority from the
General Services Administration to the Post Office Department which I shalldescribe in detail later. Suffice it to say here that this delegation of authority
should be a very significant factor in permitting the Post Office Department
to engage in Federal construction to a much greater degree than has been
true in the past.
(2) These bills will permit the construction under their provisions of only

"special purpose post office buildings." The bills define this term in some
detail. The substance of the definition is that buildings constructed under
the act must be located and designed so as to "make it convenient for pro-
cessing mail" and "must not be readily usable or convertible to use as a
general purpose office building."
(3) Finally, the bills provide that, with respect to any buildings exceed-

ing 20,000 square feet in size, which are to be built under their provisions,
the Postmaster General shall transmit a report to the Committee on Post
Office and Civil Service of the House and the Committee on Public Works
of the Senate containing a complete statement concerning the need for such
agreement and the facts relating to the proposed transaction. The bills
require that this report must go to the respective committees at least 30
days prior to the execution of the lease agreement.

In summary, the bills provide that the present authority of the Postmaster
77-734--67 3
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General to enter into long-term leases be extended for 5 years; that it be exercised
only after a finding that a Federal building is not desirable or feasible; that the
authority be confined to the leasing of "special purpose post office buildings," and
the bills provide for congressional oversight with respect to the entire program.
The Post Office Department supports these bills. We believe that the require-

ments, definitions, and procedures provided by the bills are practicable and work-
able, and will serve the best interests of the postal service and the Nation.

THE NEED

The extension of the Postmaster General's long-term leasing authority and his
authority to condemn, purchase, and dispose of land for the purpose of carrying
out this leasing program is absolutely essential to the Department's continued
ability to do its job.
This leasing and land authority is imperative because the Post Office Depart-

ment today is engaged in a desperate race with an exploding mail volume—a
race to determine whether new buildings and new machines can be acquired in
time to contain the amazing mail volume with which we are confronted-83

pieces of mail annually. The mail explosion is real, and it was largely un-
foreseen, but it must not be permitted to overwhelm the postal service—yet that
is exactly what is likely to happen unless the Department is in a position to in-
crease its mechanization very substantially in the immediate future. And
mechanization cannot be increased unless suitable buildings are at hand in which
to house the huge and complicated machinery necessary to process this stagger-
ing mail volume.
The Department's authority to carry out an effective and efficient lease

construction program expires just 12 days from today. Unless it is extended,
the Postmaster General's all-out efforts to avoid catastrophe in handling the
mail explosion will suffer a damaging and even a dangerous setback. As a
measure of the importance of new buildings and machines in this race against
time and increasing mail volume, the Department's appropriation request for
mail-handling machinery for 1968 ($72 million) is more than double the 1967
appropriation for this purpose and the number of major facilities scheduled for
1968 is likewise more than double those scheduled for 1967.
The Department now occupies the astounding total of 138 million square feet

of building space and its need for space is constantly increasing. Increased mail
volume, shifting and growing population, burgeoning new business enterprises,
and obsolete space presently occupied, all combine to create a need for from
7 to 10 million square feet annually. Its annual need for space probably exceeds
that of any other civilian enterprise in the country today.

All these growth and change factors contribute importantly to this need for
new space, but perhaps the one most significant factor is the current phenomenal
grow in mail volume. In 1963, 67.9 billion pieces of mail passed through the
postal system. By 1968 this volume will have increased to nearly 83 billion—
an increase of almost 23 percent.
I do not think that in view of this increase in mail volume and the other fac-

tors I have mentioned, anyone can seriously argue about the Department's need
for vast amounts of new space. But let me add just one comment about the
policy we follow in deciding that a newly constructed building is needed. No
new building is authorized if the deficiencies found in the presently occupied
building can be remedied by extension and modernization or other improvement
at a justifiable cost, or if another existing building can be found which will
satisfy postal needs at less cost than a new building. In other words, new con-
struction is a last resort.

HOW THE NEED FOR NEW SPACE IS MET

The Department's new space is acquired by three methods. The lease con-
struction program administered by the Department, the Federal construction
program administered by the General Services Administration, and the postal
public building program carried on by the Department under a delegation of
authority from GSA.
Under the lease construction program, the Department contracts for a building

of certain specifications. Usually the land is either under option to or owned by
the Department, and depending upon the size of the building, plans may be drawn
by a POD-hired architect for buildings over 50,000 square feet, or merely out-
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lined in a document of specifications. Buildings ranging in size from 4,000 to
50,000 square feet are bid on tentative drawings and firm construction require-
ments. The successful bidder is then required to retain an architectural engi-
neering firm and submit detailed drawings to the Department for approval. For
the smallest facilities, prototype plans are used, together with construction re-
quirements, and the successful bidder need not retain an architectural engineer-
ing firm except where local regulations require it.
The length of the desired lease term is determined on the basis of foreseeable

occupancy needs. Generally this is related to the size and cost of the facility,
with a 30-year term being used on the larger facilities, a 20-year term in the
medium-size category, and less than 20 years on the smaller buildings. Five-
year renewal options are required as follows: four on a 10-year basic term;five on a 15-year basic term; six on a 20-year basic term; and eight on a 30-year
basic term.
Bidders agree to construct the building called for by the design data and rent

it to the Department for the term and the renewal options in the bidding docu-
ments. Funds expended by the Department for sites and architectural engineer-
ing fees are repaid to the Department by the successful bidder so that the project
is fully financed by the successful bidder.
The Department has a fund in the nature of a revolving fund of approximately

$30 million to finance temporary outlays for sites and architectural engineering
fees. Reimbursements are paid back into the fund and it remains available for
future projects on a continuing basis.
The entire lease construction program under the so-called 30-year leasing au-

thority is carried out under competitive bidding procedures.
I realize that this committee is familiar with the construction carried on by

the General Services Administration, but for the record, I would like to briefly
outline how it relates specifically to postal projects.
The General Services Administration is the agency authorized by law to con-

struct all office, warehouse, and other general-purpose buildings for the entire
Government. Post offices are considered general purpose under the law and
construction of post offices for Government ownership is the exclusive province
of GSA.
Under the General Services Administration construction program, the Depart-

ment is informed by GSA of locations where the needs of other Federal agencies
indicate the possibility of a Federal building and is asked to provide postal space
requirements if the Department is in need of new space in the city under con-
sideration. By law, Federal buildings (with exceptions which are not relevant)
must be "distributed equitably throughout the United States" (40 U.S.O. 611(e) )
and a prospectus covering each building recommended by GSA and the justifi-
cation therefor must be submitted to and approved by the Public Works Com-
mittees of the House and the Senate.

After the requisite committee approval, GSA submits an appropriations request
to the Independent Offices Appropriations Subcommittee of the Appropriations
Committees of the House and the Senate covering each project. The appropria-
tions request is usually divided into two parts and submitted to two different
sessions of Congress. Funds for site procurement and buildings design are first
sought, followed in a year or so by a request for construction funds. These
appropriations, of course, must follow the usual legislative procedure and are not
available until the appropriations act of which they are a part becomes law.
The architectural engineering firm is employed by GSA and preliminary

and final drawings are submitted to the Department for review to the extent
considered necessary to insure that postal requirements are met. This becomes
a very involved procedure where a complicated mechanized mail-handling
facility is to be included in the structure and machinery layout and related
structural requirements must be reflected in the detailed drawings.
As the committee is aware, the Postmaster General asked the Congress last

year for authority to build postal buildings independently of GSA. This was
done after a blue-ribbon advisory committee of business executives recommended
that such authority and full leasing authority were both necessary if the Depart-
ment was to be fully equipped to acquire buildings when and where needed. The
recommendation of the Committee appearing at the beginning of its report to
the Postmaster General reads as follows:
"This Committee is of the unanimous opinion that the Post Office Department

should have permanent authority to acquire, construct, and own buildings for
postal purposes as well as the present authority to lease such buildings; and
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that the decision as to which method should be used in each case should be made
by the Post Office Department with due regard to economic considerations."
A bill providing for independent construction authority was introduced last

year by Senator Young of the Public Works Committee. Hearings were held,
but it was not reported out of committee. The bill was not introduced in the
House.
In the meantime, while the bill was pending before the Senate committee, the

Administrator of the General Services Administration, Mr. Lawson Knott, of-
fered to delegate authority to the Postmaster General to design and construct
Federal buildings to be used for postal purposes as he was authorized to do under
section 15 of the Public Buildings Act of 1959. Subsequently, on November 10,
1966, the Postmaster General wrote to the Administrator indicating that he
would be glad to accept this delegation of authority. And on December 1, 1966,
the formal delegation of authority was forwarded by the Administrator to the
Postmaster General. I would like to offer a copy of the formal delegation and
Mr. Knott's covering letter dated December 1, 1966, for inclusion in the record.
Why was this delegation of authority offered and accepted?
The answer lies in the fact that the post office of today, especially the big city

post offices, bears little resemblance to the post office of former years. It is
oftentimes a vast mechanized postal plant with fixtures, equipment, and ma-
chinery devoted exclusively to receiving, handling, processing, and distributing
mail. The planning, designing, and construction of these buildings to meet and
fulfill postal operating needs logically falls within the function of the Postmaster
General. These postal plants are of a special-purpose nature which should be
the Postmaster General's responsibility from the initial stage of planning to meet
the postal needs right through design, construction, occupancy, and operation,
A modern postal plant is not designed or constructed for office or storage or
other general-purpose space except as an incidental adjunct to processing the
mails. Mail processing is now a unique, highly industrial operation requiring
special equipment and facilities.
The delegation of authority requires that all prospectuses must go through

GSA to the respective Public Works Committees of the Senate and the House.
It provides that no project shall be delegated until the Postmaster General has
consulted with the Administrator on the public buildings requirements in the
community and the Administrator has determined that the proposed building
would not be incompatible with his current or long-range plans for meeting the
space needs in the community.

It is the view of the Post Office Department that this delegation of authority,
plus the consultation requirement in the bill here under consideration, seals a
partnership between the General Services Administration and the Post Office
Department under which the maximum number of the Department's larger build-
ings can be built either as Federal buildings or as leased buildings depending
upon all the facts and circumstances related to the building in question.

THE ECONOMICS OF POST OFFICE CONSTRUCTION

The Department's studies show that the hundreds of small- and medium-
sized buildings constructed under lease contracts for 5-, 10-. and 15-year occu-
pancy can more economically be constructed and occupied under a leasing
program than under a Federal construction program. These same studies
demonstrated that with respect to large facilities—say those in excess of 50,000
square feet in size—Federal construction and ownership was generally more
economical than private construction and ownership.
There is one significant cost of leasing which has no counterpart in Govern-

ment ownership and that is local real estate taxes. A leased building is pri-
vately owned. It is subject to local real estate taxes. A Federal building is not.
This creates a critical cost difference. The local real estate taxes on some of
our larger postal plants exceed $400,000 per year. Where construction costs
are about equal as between Government and lease construction, as is true with
respect to larger buildings, these local taxes are decisive in comparing the cost
of the two different types of construction. However, where construction costs
are not equal, as we believe is true with respect to small- and medium-size build-
ings, or where short-term occupancy is advantageous, these taxes are not de-
cisive in such a comparison.

FUTURE POLICY

The General Accounting Office. the Pest Office Department, and I might say,
the Bureau of the Budget, are all agreed on one proposition; namely, that the



POST OFFICE LONG-TERM LEASING 17

larger major facilities required by POD can generally be constructed as Federal
buildings more economically than they can be provided as leased buildings.
This consensus then is the basis for the future policy of the Department. That
policy is that to the extent possible and desirable, including availability of funds,
our larger facilities will be constructed as Federal buildings either by the Depart-
ment under its delegation of authority or by GSA as combination post office and
Federal office buildings.

REASONS FOR THE ENACTMENT OF H.R. 8553 AND 8554

Why then should one of these bills be enacted? Because there will always
remain some circumstances where long-term leasing authority and land con-
demnation authority will be needed—where, in other words, Federal construc-
tion is not possible or it is not desirable. Some examples of such circumstances
are as follows:

(1) Situations where for one reason or another the approval and funding
of a Federal building is not possible to meet postal requirements. In such
circumstances, where an economic analysis shows that a leased building
is more economical than no building at all, then the Department would be
justified in using its leasing authority for the acquisition of this building.
(2) Where the site needed for a postal facility is not for sale and is owned

by a public body, such as an airport authority or a port authority against
which condemnation is not considered appropriate. Many airports, for exam-
ple, are willing to provide a facility at their cost, free of taxes, but are not
willing to sell the land for the construction of a Federal building. They
simply do not want any ownership other than their own at the airport and
this is understandable. Leasing authority enables the Department to lease
such facilities from the airport authorities under agreements which provide
for reimbursement of costs only through the payment of rent.
(3) Where a city or other taxing authority is willing to donate land or

sell it for a low cost in return for a structure that will remain on the local
tax rolls. The Department's leasing authority enables the acceptance of such
a proposition. Without the leasing authority such acceptance would be
impossible.
(4) Other unusual situations not now foreseeable may arise where it can

be established that leasing is desirable in lieu of Federal construction.
These are the kinds of circumstances under which the long-term leasing au-

thority provided in these bills would be used; but always subject to the oversight
provisions of the bills.

WHY LONG-TERM LEASING

Where leasing is desirable, as indicated above, and where long-term occupancy
can be foreseen, the 30-year lease term is more economical than the shorter 20-
year term that the Department would be required to use if this bill is not passed.
The annual rental rate is substantially less under a 30-year lease than it would

be if the Department were compelled to use a 20-year lease.
One of the objectives of the leasing program is to avoid the necessity for

large annual expenditures and the resulting larger appropriations—to minimize
Treasury financing of the postal service. The leasing program enables the De-
partment to spread the cost of space over the period of occupancy. During this
same period, the revenue from the users of the mail pays for the space being
occupied.
It is obvious that—where there is a need for long-term occupancy—the 30-year

lease term is more economical than the 20-year term. The larger leased facilities,
where the Department needs are firm for 30 years or more and where we have
used the 30-year lease term, are special-purpose buildings. They have built-in
features, such as abnormally high ceilings for mechanization that severely limit
their use for purposes other than mail handling. If the Department is forced to
reduce the basic lease term on this type of facility to 20 years, it will increase the
annual rental very significantly because the cost of the building must be
amortized over a shorter period.
For example, the Department's net rent for our new facility at Houston, Tex.,

under a 30-year term is $661,376 annually—or $1.23 per square foot. If a 20-year
term had been used, the rent would have been $772,200 annually—or $1.44 per
square foot which is a 17-percent increase. Our net rent for the relatively new
post office at Detroit, Mich., under a 30-year lease is $1,370,743 annually. If a
20-year term had been used in this instance, the rent would have been about
$1,518,500 annually, an 11-percent increase.
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It is true, under a 30-year term, total interest is paid but this is to be
weighed against the considerably lower cost to the Government each year of the
term which results in minimum Treasury financing. Treasury financing is not
interest free either. Interest on the national debt is $12.3 billion per year, com-
puted as of February 28, 1966.
It is desirable, where leasing is to be used, to maintain a lower rental rate

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

entered into by the Department during the 9-year period from July 1, 1957, to
July 1, 1966. This analysis is attached hereto as exhibit A. This analysis in-
cludes all the 20- and 30-year leases executed by the Department (Turing this
9-year period covering buildings having renewal options up to 50 years. On this
basis, the analysis includes three hundred and sixty-eight 20-year leases and
eighty-seven 30-year leases.
There are marked differences between the two categories. The 30-year leases

have been used for the larger, more complex and expensive buildings located in
the large metropolitan centers, such as Detroit and Houston, whereas the 20-year
lease terms have been used where the buildings are less complex and less ex-
pensive, and located in medium-size cities, such as Joplin. Mo., and Pontiac.,
Mich.
Under these circumstances no valid comparison of cost per square foot is

possible. Variations in initial land and construction costs and corresponding
fluctuations in per-square-foot rental costs are not related to the length of the
lease term, but are controlled by the specifications issued by the Department.
The true measure of the economic advantage of one lease term over another
is the rental cost to the Department for each dollar of initial cost. Only in this

way can the wide variation in initial costs be taken into account. The ultimate

test of the 30-year lease term is the rental cost to the Government over that term
compared to the rental cost over the same term under a 20-year basic lease term,
assuming exercised options running up to 30 years.

Exhibit A shows that under 30-year leases the cost of rent averaged 6.17 per-
cent of initial cost for each of the 30 years of occupancy and that the corre-
sponding figure for 20-year leases, assuming the exercise of options to 30 years,

was 6.42 percent of initial costs. As the exhibit shows, this is a difference of
4 percent in favor of the 30-year term. The exhibit also shows that if occu-
pancy goes to 40 years the advantage is 7.4 percent in favor of the 30-year basic
term lease and that if the building is occupied for 50 years this advantage is
increased to 11.8 percent.

Exhibit A also shows the actual dollars of savings attributable to the use of
the 30-year term. This exhibit shows that if the Department had been compelled

to use a 20-year lease term with options on the 87 projects where the 30-year

term was actually used the additional rental cost to the Government over the
30 years would have been $18.2 million. The exhibit shows that if occupancy
had continued to 40 years, the additional cost attributable to the use of a basic
20-year term would be $42.4 million and that this amount would increase to
$79.1 million if occupancy were extended to 50 years.

These significant savings have accrued because the Department has been au-
thorized to use the 30-year lease term, and they indicate this authority should be

continued.

THE LAND ACQUISITION AND DISPOSITION AUTHORITY CONTAINED IN THESE BILLS IS

ESSENTIAL TO THE ENTIRE LEASING PROGRAM

The land acquisition and disposition authority contained in these bills may be

used in connection with all leases entered into under such authority, and this
Includes leases up to 30 years in duration. This is as it should be because this
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authority is essential to an effective leasing program whether the leases are of
10, 20, or 30 years in duration.
To achieve the lowest possible rents, it lease construction program must be

competitive. It must lend itself to true competitive bidding. True competitive
bidding requires that all bidders bid on the same project, including the site.
This means that the site for the project must be under control so that it can be
offered to the low bidder.
We are successful in obtaining site options at fair and reasonable prices for

almost all the projects included in our extensive lease construction program.
This success must be directly attributed to the existence of the condemnation
authority now contained in 39 U.S.C. 2103, the expiring statute. The mere exist-
ence of the authority is enough in almost all cases to enable us to obtain assign-
able options. However, suitable sites are sometimes not obtainable under assign-
able options, making acquisition by purchase, condemnation, or lease, the only
means by which control can be acquired. Use of this direct land acquisition au-
thority is desirable when—

(1) One or more owners of parcels within selected site area demand exorbi-
tant prices and the Government's interests can be protected only by acquiring
through condemnation, leaving the determination of fair value to the court;
(2) Option speculators tie up the choice sites in an area to force the Gov-

ernment to accept their terms;
(3) Clear title to one or more parcels of a selected site cannot be conveyed

by the owner, but title can be cleared by condemnation proceedings;
(4) A municipality or other non-Federal Government unit owns the desired

site and is willing to sell at a reasonable price, but lacks statutory authority
to do so;
(5) Owners refuse to grant assignable land purchase options for the

length of time required to make a lease award, especially for major facilities
where a period of more than a year would elapse before a lease award;
(6) Owners are willing to give a ground lease, but, for tax and other

reasons, decline to sell outright; and
(7) The Government is not able to obtain an agreement to sell from all

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

The continued existence of this land authority and the right to use it with
respect to all leases as provided in these bills is vital to the Department's entire
leasing program.

SUMMARY

To summarize, the 30-year leasing authority contained in these bills should be
continued because—

(1) It is the most economical method of procuring space where long-term
occupancy is projected and leasing is appropriate.
(2) The 30-year term enables the Department to more evenly match space

costs and revenue; thus minimizing Treasury financing.
(3) Even though the Department intends to greatly enlarge its Federal

construction program, continued 30-year leasing authority is essential to
the development of facilities where Federal ownership is inappropriate.

The land acquisition and disposition authority contained in these bills, in-
cluding the all-important condemnation authority, should be continued because—

(1) It is basic to a competitive lease construction program irrespective of
the length of the lease terms.
(2) The condemnation authority protects the Department against exces-

sive land costs, and its very existence enables the Department to obtain
options at fair prices which would not otherwise be obtainable.
We believe that the Department's needs, as outlined herein, require that every

possible tool be made available to it with which to enlarge its plant and equip-
ment.
The passage of one of these bills is essential if this end is to be achieved.
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Mr. DANIELS. Now in addition thereto, you said you had some au-
thority that was given to the Department which you desired to have
inserted in the record.
Mr. COFFMAN. Yes; the delegation of authority given to the Post

Office Department by the General Services Administration.
Mr. DANIELS. Without objection, the delegation of authority will be

printed in the record at this point.
(The delegation of authority is as follows:)

GENERAL SERVICES ADMINISTRATION,
OFFICE OF THE ADMINISTRATOR,

Washington, D.C., December 1, 1966.
Hon. LAWRENCE F. O'BRIEN,
Postmaster General, Washington, D.C.
DEAR MR. O'BRIEN : In your letter of November 10, 1966, you stated that you

are agreeable to the delegation of authority proposed in my letters to you dated
June 22, September 13 and 14 subject to working out the specific language of the
delegation in a mutually satisfactory manner.
The delegation of authority submitted herewith as enclosure No. 1 to the Post-

master General to design and construct public buildings to be devoted primarily
to postal purposes has been revised to reflect the understandings arrived at dur-
ing discussions between representatives of our respective agencies.
You will note that one of the revisions which has been incorporated at the re-

quest of your representatives is paragraph 5 expressly providing that the delega-
tion of authority covers those projects which were the subject of our letters of
September 13 and 14, 1966. This revision has been incorporated with the under-
standing that you nevertheless desire that we proceed, as provided for in our
September 14 letter, to complete site acquisitions for the projects at Van Nuys,
Calif., Akron, Ohio, and San Antonio, Tex.
The "standards promulgated by the Administrator of General Services" made

applicable by paragraph 3 of the delegation of authority are described in enclo-
sure No. 2. We recognize, in view of the current trend toward mechanized mail
processing plants, that modification of our standards may be necessary in their
application to such facilities. We will, of course, cooperate fully with you in this
regard.

Sincerely yours,

Enclosures 2.

LAwsoN B. KNOTT, Jr.,
Administrator.

DELEGATION OF AUTHORITY

(1) Pursuant to the authority vested in me by section 15 of the Public
Buildings Act of 1959, 73 Stat. 479, as amended, there is hereby delegated to
the Postmaster General, with authority to redelegate, the authority vested in
me by said act to acquire sites for and to acquire, design, construct, and alter
public buildings to be devoted primarly to postal purposes.
(2) This delegation of authority may be exercised with respect to a partic-

ular public building to be devoted primarily to postal purposes only after the
following conditions have been met:

(a) Consultation with the Administrator on the public buildings require-
ments in the community, and
( b ) The Administrator determines that the acquisition, design, construc-

tion or alteration of a proposed public building to be devoted primarily to
postal purposes would not be incompatible with his current or long range
plans for meeting the Federal space needs in the community.
(c) The prospectus required by section 7(a) of the Public Buildings Act

of 1959, supra, for the proposed project has been submitted to the General
Services Administration for submission to the Bureau of the Budget and
the Congress; or
(d) The report of a building project survey requested by resolution of

either the Committee on Public Works of the Senate or the Committee on
Public Works of the House of Representatives pursuant to section 11(b)
of the 1959 act, supra, has been made; and
(e) The prospectus has been (1) approved by the Bureau of the Budget

after submission by General Services Administration as required by section
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4 of Executive Order 9384 dated October 4, 1943; (2) submitted to the Con-
gress by the Administrator of General Services as required by section 7(a)
of the 1959 act, supra; and
(f) The prospectus or report has been approved by resolutions adopted

by the Committees on Public Works of the Senate and the House of Repre-
sentatives, respectively, as required by section 7(a) of the 1959 act, supra;
and
(g) Required funding for the approved project has been obtained in ap-

propriations to the Post Office Department.
(3) The authority herein delegated to the Postmaster General to design,

construct and alter public buildings to be devoted primarily to postal purposes
encompasses all of the correlative authorities vested by the 1959 act, supra, such
as but not limited to the authorities vested by sections 2, 3, 5, 6, 8, 9, 10, 11(b),
and 12(c), and all other such authorities the delegation of which is not pre-
cluded by the said act, provided, however, that the design, construction, and
alteration of public buildings devoted primarily to postal purposes under the
authority delegated herein shall be performed in accordance with standards
promulgated by the Administrator of General Services, and provided further
that the exercise of all authorities herein delegated shall be exercised pursuant
to the provisions of said 1959 act.
(4) The Postmaster General shall submit to the Administrator of Genera/

Services not later than each January 10 a report showing the location, space, cost,
and status of each public building to be devoted primarily to postal purposes the
construction, alteration, or acquisition of which is to be under this delegation of
authority and which was uncompleted as of the date of the last preceding report
under this paragraph 4 for inclusion in the report the Administrator is required
by section 11(a) of the 1959 act, supra, to submit to Congress each January,
promptly after the convening of Congress.
(5) It is understood that notwithstanding the provisions of paragraph 2 above,

this delegation of authority shall include the following postal projects: Van Nuys,
Calif., Akron, Ohio, San Antonio, Tex., Tucson, Ariz., West Los angeles, Calif.,
Jacksonville, Fla., Atlanta, Ga., Carbondale, Ill., St. Louis, Mo., New York (Mor-
gan Station), N.Y., Syracuse. N.Y., Charlotte, N.C., Rapid City, S. Dak., and
Roanoke, Va.

LAWSON B. KNOTT, Jr.
Administrator of General Services.

STANDARDS APPLICABLE To EXERCISE OF AUTHORITY To ACQUIRE, DESIGN, CON-
STRUCT, AND ALTER PUBLIC BUILDINGS To BE DEVOTED PRIMARILY TO POSTAL
PURPOSES UNDER DELEGATION OF AUTHORITY TO THE POSTMASTER GENERAL

(a) Federal procurement regulations;
(b) Genera Services Administration procurement regulations, chapter 5B:
(c) Design and construction standards of the General Services Administra-

tion;
(d) National building codes as minimum requirements:
(e) Every effort shall be made to insure that the design will provide facilities

economical to operate and maintain and that the architectural style and form will
give visual testimony to the dignity, enterprise, vigor, and stability of the Amer-
ican Government; and
(f) In the siting and locating of buildings on selected sites the Department

will work with local officials in seeking to conform as closely as possible to local
zoning regulations.

Mr. DANIELS Mr. Coffman, the proposed legislation will extend
the present authority from April 30, 1967, for an additional period of 5
years. Why is it necessary to have such an extension for such a long
period of time?
Mr. COFFMAN. Well, it is extremely important to have continuity

in planning postal facilities. One of the reasons that the Postmaster
General suggested a corporate setup for the Post Office Department
was this very reason, to get continuity so that plans can be made ahead
of time.
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It takes 3 or 4 years to develop, plan, and award a major mail-han-
dling plant, and unless we know that our authority is going to continue
as we go along we are constantly in some difficulty.
Now, of course, you can come back to the Congress in 2 years, as we

have done. But nevertheless, if you are planning these lease con-
struction programs you really should have a long time to develop
them; and 5 years would seem to me to give Congress a chance to
review the program again, and it has been reviewed twice in the last
21/2 years and, of course, the oversight provisions give this committee
and the Public Works Committee of the Senate continuing authority
to review these practices.
So with that kind of congressional oversight in the picture it would

seem to me that 5 years would not be too long, and we strongly urge
the 5-year term.
Mr. DANIELS. To what degree has the mail volume been exploding

in the last few years? Can you give us any figures?
Mr. COFFMAN. In the last 4 years it has gone up 23 percent. I have

the figures in my formal statement. I think 67 billion pieces to 83
billion pieces and, of course, the percentages may drop a little bit,
but the number of pieces continue to increase.
It isn't only the population that has increased; mail volume has

increased much faster than the population per capita mail is greater.
It is not only the increase in mail volume, but the change in the location
of the mailers and the change in the habits of the American public,
and so forth, that causes us to have to change plants and build a new
one here and abandon one there.
The change in transportation patterns alone has been one of the

great factors in requiring us to build new facilities. The biggest post
office in the world is sitting astride all those railroad tracks in Chicago
and is probably the least efficient in the world. It has very little plat-
form space where trucks can get in. It has virtually no maneuvering
area where we can bring trucks around and handle them. It serves
the trains very well, but the trains don't serve it very will any more
because most of them have been taken off. As a result, we are trying
to build in the outksirts of Chicago, about a million square feet of
space to meet that problem.
But it is the antiquated, out-of-date facility that occurs because of

changed transportation and population patterns that causes us a good
deal of trouble in addition to the mail explosion, and that is serious
enough.
Mr. DANIELS. Do you anticipate the mail volume will increase in

the future as well?
Mr. COFFMAN. Yes, the official estimate of the Post Office Depart-

ment which we use for appropriation purposes shows an increase for
1968 of about 4 percent, and that is a very substantial increase. It
does go down and up, but it levels off some. But I would say that
31/2 percent per year from now on, based on what I know about our
method of estimating these things, would be a very conservative
statement.
Mr. DANIELS. IS it proposed to use more modern, efficient, and

mechanized methods for the handling of mail in your building pro-
gram of the future?
Mr. COFFMAN. Yes, that is the keystone of the Postmaster General's

solution to the problem of mail explosion.
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The point that I made, I think, earlier, and which I think your
question brings out again, is that the new buildings are basically there
to house the new machinery. The old buildings won't take care of
the machinery. That is in general terms. We can put letter sorters
in some buildings, and so forth. But generally speaking, you can't
utilize an old building for new machinery. You can't do a modern
job of it.
Mr. DANIELS. You testified that at present you will need 7 million

square feet of space and probably next year you will need 10 million
square feet of space. Now, how do you propose to utilize your au-
thority? You have three methods of acquiring property. One is the
Federal building; second, the special-purpose building; and third is
this leasing. Has the Department arrived at any determination as to
how this new building program will proceed ?
Mr. COFFMAN. I think I can give you some information that will be

helpful, not the complete decision, but of some significance.
We have 85 projects now in the planning stages or under construc-

tion. Now, those include the ones, of course, that will come into being
in 1968. Out of those we will take the 20 and 25 awards that we can
make in 1968 which will be substantially more than we have ever
awarded before. So starting with that 85 figure, we have about 22 that
are now awarded that are under construction. If you take the 22
out that leaves you about 63. Now out of that 63 we have 14 that are
earmarked as Federal buildings. Eleven of those are involved in the
appropriation I spoke about earlier. Three more of those, Akron,
San Antonio, and Van Nuys, Calif., I believe are projects on which
General Services Administration had already gotten site and design
money which they are transferring to us so we don't have to go for ap-
propriations on those.
So we have 14 projects out of the 85 that are already Federal build-

ings. So that leaves 49 projects.
Out of those 49 we would anticipate that we could move a very sub-

stantial number, I would hope perhaps half of them, into the Federal
construction category, leaving half of them in leasing construction.
Now, it is right in this area that it is very difficult to estimate at the

present time. There is, for example, this kind of problem we are con-
fronted with today. The executive branch has a rule that no pros-
pectuses can go forward because of this dispute about approval as
distinct from the "lay it on the table" matter. Well, that has to be
overcome. The Postmaster General will be giving that consideration.
But while that is pending we can't send prospectuses up. If we

can overcome that I personally think that we should send up a sub-
stantial nuniber of prospectuses even before this session of Congress
is over and perhaps talk about funding those in a timely fashion,
whether it is supplemental or whether it is only in the 1969 program.
We would envision out of the 49 that remain out of that 85, turning

a very substantianl number of those to Federal construction. On the
other hand, the reasons that I gave you here why you can't sometimes
turn a building to Federal construction even though it may save you a
little money are valid. If we have to have a building, which is going
to save us a million dollars a year, even if we build it as a leased build-
ing, we better go ahead and build it. That is the kind of thing we are
confronted with.
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Mr. DANIELS. In the last 3 years, this legislation has come before the
Congress just as many times.
Mr. COFFMAN. Yes.
Mr. DANIELS. Each of these three times General Accounting Office

raised certain objections to the extension of this authority. I indi-
cated in my statement at the opening of this hearing that they have
withdrawn their objections. Now principally, Mr. Coffman, what was
their objection in the past?
Mr. COFFMAN. I think perhaps the most important objection of the

General Acounting Office—the bill as we have had it before, and they
did object to it as it was written, they suggested amendments, they
were constructive about their suggestions—was the fact that it had no
congressional oversight. It permitted the Department to proceed to
contract for buildings as they desired to do so, and the only check then
was whether or not we could get the Appropriations Committee when
the rent bill came due to appropriate enough money to pay the rent.
Well, since we had this broad authorization, why, of course, the rent

appropiration would be forthcoming. The net result of that was that
there was no congressional supervision, and the Bureau of the Budget
joined in that fear because there wasn't any supervision by the Bureau
of the Budget either.
We think we handled it with a good deal of good judgment, and we

did get a lot of facilities. We are not afraid to expose this entire
leasing program, as I did to Senator Williams in the Senate. I gave
him complete details on all projects of any size, of $250,000 and more,
in the last 10 years.
We think that the program can stand scrutiny from top to bottom:

but nevertheless, the General Accounting Office thought that super-
vision by both the Bureau of the Budget and by Congress was in order.
Mr. DANIELS. The Bureau of the Budget, the General Accounting

Office, and the General Services Administration all approve of the
proposed legislation which contains three conditions precedent, is that
correct?
Mr. COFFMAN. That is correct.
Mr. DANIELS. The first condition precedent is the Postmaster Gen-

eral is required to consult with the Administrator of the General
Services Administration.
Mr. COFFMAN. Right.
Mr. DANIELS. Secondly, this legislation only calls for special-pur-

pose buildings; and thirdly, before you proceed with any such contract
you must give 30 days' advance notice to both the Senate Committee
on Public Works and this committee of your proposed intention.
Mr. COFFMAN. Right, and with a full report covering the details

of the project and the analysis of it.
I might say the General Accounting Office was interested in all

those three points. These are recommendations they have made over
the past 3 years.
Mr. DANIELS. The gentleman from California, Mr. Wilson.
Mr. WILSON. What happens if the bill is not passed, Mr. Coffman?
Mr. COFFMAN. We would then be relegated to using 20-year leasing

authority on projects that we have underway which would be con-
siderably more expensive. We would have projects on Which we had
already purchased sites, perhaps we would have to get a legal opinion
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on whether we could use—you see, this land authority would expire
along with it and 
Mr. WiLsoN. In other words, you don't have condemnation authority

at the present time?
Mr. COFFMAN. No; we don't have that legislation so the land

authority would expire with it. First, we wouldn't be able to use
long-term leases. It would cost us a lot more. Second, our entire
leasing program would be jeopardized, and it would really be cata-
strophic if we didn't get an extension.
Mr. WrisoN. Actually, the 5-year program is pretty important,

because of the nature of some of the larger facilities that had been
planned. You have to know that you are going to be able to have
this much time in order to plan for the larger postal facilities, is that
correct?
Mr. COFFMAN. Yes that is exactly correct.
Mr. WiLsoN. What is the difference between a special-purpose build-

ing and a general-purpose office building?
Mr. COFFMAN. Well, in terms of this statute, a special-purpose

building is one that really is located for and designed for mail han-
dling and not for anything else. It can't be readily converted to office
space even, and most of our post offices really fit that category today.
Some of the smaller ones may not. The workroom area set up for
mail handling with small offices in front, that is a typical little office.
A big office is just loaded with machinery, conveyor belts, et cetera,

and has these 22-foot ceilings and lookout galleries—all the features
designed for that special purpose and not readily usable for anything
else.
This again is the test that the General Accounting Office thought was

appropriate.
Mr. Wthsoi.T. That is all I have, Mr. Chairman.
Mr. DANIELS. The gentleman from Illinois, Mr. Derwinski.
Mr. DERWINSKI. We are not operating under the 5-minute rule here,

are we?
Mr. DANIELS. No.
Mr. DERWINSKI. First, Mr. Coffman, to follow out the point Mr.

Scott raised. The bill states: At least 30 days prior to entering into
the lease, and so forth, the Postmaster General shall transmit to the
Committee on Public Works of the Senate and House Committee on
Post Office and Civil Service a report which includes a full and com-
plete statement concerning the need for such an agreement and the
facts relating to the proposed transaction.
For practical purposes—and you may dispute me—all this means is

that you submit this report to the committee and it will be buried in
the committee records. I can understand it is better than no provi-
sion at all; but for practical purposes, what do we do with it? What
would we do, and what attention will you pay to even an individual
objection?
Mr. COFFMAN. Well, let me say first, Congressman, that respectfully

I do not agree that the practical effect is that it doesn't have any force.
I think the practical effect is that it does have force, and all that has
to happen is.for the staff of the committee to examine the reports and
advise the members through machinery that this subcommittee itself
can set up. The legal effect rather, I would say, is what you suggest,
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that legally we could override objections from the committee. But it
affords chance for objections.
Mr. DERWINSKI. May I respectfully correct you? You don't really

have to override our objection, because the language doesn't even pro-
vide for our objecting. All the language says is that you shall
submit the report to us. I suppose you could say it is understood, but
that would be stretching the language a bit.
Mr. CoFFmAN. Perhaps the committee report would make it clear

that it is there for examination.
Mr. DERWINSKI. Then to digress for a moment, noting our dis-

tinguished and beloved chairman here and our very efficient acting;
chairman of the subcommittee—for the purpose of committee rec-
ords—maybe we could establish machinery that when a report does
come in it is immediately communicated to the members of the sub-
committee. In other words, we could do more with it than I am afraid
the language provides.
Mr. DANIELS. I propose to recommend to the full committee that

a copy of that report be sent to every member of the committee, par-
ticularly the members of this subcommittee.
Mr. DERWINSKI. I would be pleased to join in making that a bi-

partisan recommendation.
Mr. WILSON. If the gentleman will yield just a minute. To follow

this up, your recommendation is that the report include in it some
of the specifics as to what authority we may have, as to review, and
so forth?
Mr. DERWINSKI. No; I am merely concerned that the reports which

come in from the Postmaster General gather dust in our files. I
would like to make this a meaningful provision, and to have our
fatherly advice at least be noted in the Department.
Mr. WILSON. I feel this is important.
Mr. DERWINSKI. Frankly, the reason I am afraid of this is that as

a member of the Foreign Affairs Committee we tack all sorts of re-
strictions into the foreign aid program saying the President shall in
30 or 60 days report to the Congress. We have checked instances
where that report hasn't even been issued, because there are no teeth in
the provision. The whole procedure becomes meaningless. I wouldn't
want that to happen here.
Mr. DANIELS. I share your concern, and I think you are making a

good point here. I will recommend to the full committee that when
the report comes in that a copy of it be sent to each member of this
subcommittee.
Mr. DERWINSKI. Mr. Coffman, I looked at your formal statement

and you didn't have some figures I am interested in. I would like
to know the annual rental cost to the Department of all the buildings
you are now leasing and the projected 1968 budget figures that you
have for the Federal rental cost.
Mr. COFFMAN. All right, I will be glad to supply those. Actually

the 1968 rent is about $124 million, and that is about $15 million more
than it was in 1967; and our request for appropriations for postal
public buildings, as we call it, those 11 we need to fund, is $55.8 million
for 1968.
Mr. DERWINSKI. You mention in your complete statement, page

3, that it is the intention of the Department to engage in Federal
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construction to a much greater degree than has been true in the past.
Is that because of the occasional heat you have on the Hill for the
leasing program, or is that because you anticipate having additional
funds to put into a Federal construction program?
Mr. COFFMAN. I think it is a combination of the two, Congressman.

We have felt that we should achieve the economies on larger facilities
that are related to Federal construction, the demonstrated economies
at least as far as the Federal budget is concerned.
We also are anticipating a sharply increased facilities and mod-

ernization program in 1968 and subsequent years; so the two of them
together.
Now for 1968, for example, we hope to award more than 20 major

facilities, and all of those will be coming before this subcommittee for
examination; if they are leased facilities, and many of them will be.
We won't have time to change them actually even if we desire to do so.
So it is a sharply increased program.
Mr. DERWINSKI. On page 5 of your testimony you referred to the

fact that mechanization cannot be increased unless suitable buildings
are at hand in which to house the huge and complicated machinery.
Is my interpretation correct that most of the mechanization will be
installed in federally constructed buildings rather than leased
facilities?
Mr. COFFMAN. No; the method of acquiring a building doesn't

dictate what kind of machinery you put in it. The size of it and the
location of it and the requirements for mail handling do dictate that.
So the larger ones will have the mechanization in them, the smaller
ones will not have; and because they are smaller, 100-percent leased—
the large will be a 50-percent leased—you would have that kind of a
breakdown.
Mr. DERWINSKI. The implication I draw from this is that the larger

buildings would tend to have the machinery.
Mr. COFFMAN. That's right. Your conclusion is correct.
Incidentally, on the leases, as you perhaps noted, we control the

buildings for 70 years with eight 5-year renewal options after the 30-
year term, so we are not in a position where we have to rip out our
machinery in 30 years in case it is not obsolete, which undoubtedly it
would be.
Mr. Scow. Would the gentleman from Illinois yield a moment?
Mr. DERWINSKI. Yes.
Mr. Scow. Do these leases also include any provision for option to

purchase?
Mr. COFFMAN. Yes; they have a purchase option which the Depart-

ment is not obligated to use, of course, since it is an option, at the end
of the basic lease term and at the end of each 5-year term thereafter.
I want to say, Congressman Scott, about that, because it is a matter

some critics have used a good deal against us, that we do not envision—
in the first place, we would have to get specific congressional authority
to exercise any option. We don't have authority at the present time
to do that. We would have to go through the regular appropriation
prospectus procedure to buy a building under that term when it
ripened.
Second, of course, we are not obligated to use the option, and we

view it as something that would protect us in case of a rising market.
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In the case of a market going down, real estate market, building market
going down when we desire the building, then we would have con-
demnation authority and, of course, the negotiating authority that
would be supported by that. So we don't believe that the options—
they can be helpful, and I don't think they can hurt us.
Mr. Scow. Well, I would share that view. I think it is a good

position.
Mr. DERWINSKI. Do you have any other questions, Mr. Scott?
Mr. Scow. No.
Mr. DERWINSKI. Mr. Coffman, I would like to have you submit the

figures to us of what percentage of total facilities available to the Post
Office are now in leased buildings and what percentage of your total
operations are in Federal General Services Administration buildings
of various sorts, because this would be an interesting figure—just to
what extent this 10-year program is working out for you.
Mr. COFFMAN. The current figure on that is roughly 55 percent of

our space is leased space and 45 is Federal space. But the 45 percent
handles a very high percentage of the mail. Our antequated space
in big cities is in that 45. We build a lot of little post offices and lease
them, as you perhaps know. So that that figure used to be 50-50, and
it is moving up now. We would hope to arrest that with this policy.
We have to some degree, but that is the situation.
Mr. DERWINSKI. Now just as an aside, I regret that Mr. Gross, of

the full committee, isn't here. You made reference to your concern
over the national debt and the interest on the national debt. He is
always accusing bureaucrats of completely neglecting both the grow-
ing debt and the cost of financing it. I think you would have received
a pat on the back from Mr. Gross, so in his absence I am taking the
liberty of complimenting you for that reference.
On page 21 of your testimony you referred to the fact that your

direct land acquisition authority is desirable to control speculators.
What problems have you had in combating the situation where you
were being held up by land speculators?
Mr. COFFMAN. Well, we have endeavored to not announce our new

buildings until after we have a site under control, and thus we mini-
mize the possibility of speculators becoming involved.

Nevertheless, in some instances if a real estate man walks into a town
and starts making inquiries, unless we want to do a complete under-
cover job, it is apt to get out. The undercover job isn't healthy
either.
So in that situation you sometimes have someone getting an option

on a site and then wanting to peddle it to us.
One of the reasons we have that to a minimum degree is because we

don't deal with the real estate agents, with all due regard to that pro-
fession. We deal only with the owners or with their exclusively
authorized agent. If a person wants some one attorney or real es-
tate man to represent him and sell his property we have to deal with
that person. But we do not assign real estate agents the task of going
out and locating things for us. We take all the steps we can to pre-
vent that.

Nevertheless, in a few instances we have had some threats of that
happening. We don't think we have ever been hooked on it. But we
recently had one in New England where I think one of the Senators
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got wind of the fact that someone had purchased—he thought, at least,
had gotten some inside dope, purchased a piece of land, and wanted
to sell it to us. That was a General Services Administration project,
but it was thoroughly investigated and really didn't pan out that way.
We haven't had as much trouble about that as you might think.
Mr. DERWINSKI. Mr. Chairman, I have a few more questions, but

I would prefer to yield to Mr. Scott and Mr. Thompson. When
they are through I would appreciate another shot at the witness.
Mr. DANIELS. All right, Mr. Scott, you may proceed.
Mr. Scorr. Mr. Coffman, you spoke, broadly, about the Post Office

Department not wanting to be in the construction business. I am
curious in the whole purpose of this bill, of having the Post Office
Department lease the property rather than the General Services Ad-
ministration. Now why is this?
Mr. COFFMAN. Well, I think it is because the building is to be used

solely for postal purposes and General Services Administration would
have a minimum role to play in such a transaction.
Now if we are getting space in a building that is going to house

other Federal agencies we do utilize the General Services Administra-
tion and they really have a role to play; and they, of course., manage a
good many Federal buildings where other agencies are involved as
well as ours. Where we are the sole tenants, we go ahead and lease
the facility directly ourselves rather than going to them and having
them do it.
We are equipped to do it. They would .have to add staff in order to

cover our thousands of transactions each year. They wouldn't be ad-
ministratively equipped to do it, so it is not a matter of saving man-
power.
Mr. Scorr. In fact, isn't that one of the major purposes for having a

General Services Administration—to handle land acquisition?
Mr. COFFMAN. I think where various agencies have some require-

ment in common then General Services Administration would meet
that common requirement. But it was our view, and I think generally
agreed, that where you have a special requirement, it doesn't really in-
volve any other agency except your own, that it is just as efficient, per-
haps more efficient, to go and deal directly with the entrepreneur.
In the supply area where we have the same problem, Congressman,

we have just completed a study under which we have turned over sev-
eral thousand items to the General Services Administration that they
will distribute through their supply centers, but nevertheless we still
have a supply system of our own that is essential to keep the post office
operating, even though we do our utmost 
Mr. Scorr. Then so far as leasing is concerned, you prefer to be in

the real estate business in the Post, Office Department?
Mr. COFFMAN. We would prefer the right of being able to specify

the kind of space that was going to be built for us, and we don't see
any need for going through another agency in that regard.
Now as far as disposal of Federal property is concerned—that sort

of thing—the General Services Administration handles all that.
Mr. DANIELS. Will the gentleman yield?
Mr. Scorr. Yes.
Mr. DANIELS. Is it not true that the Post Office Department is the

largest holder of real estate of any Federal agency?
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Mr. COFFMAN. I think we are the largest real estate operator outside
of the Defense Department.
Mr. Scorr. Will these leases which you enter into be for multi-

purpose use in conjunction with other departments, or be exclusive for
the Post Office Department?
Mr. COFFMAN. They will be for exclusive post office use except in a

few instances. When we temporarily have excess space, this will be
made available to other agencies.
But the intent and the language of the delegation is that primarily

for postal purposes the General Services Administration wanted it
that way rather than exclusively for postal purposes, to better serve
the communities where they are building them.
Mr. Scow. You spoke, Mr. Coffman, about using airport facilities

sometimes that are under control of localities or public 
Mr. COFFMAN. That is under the control of port authorities or air-

port authority.
Mr. Scorn Have you given any consideration to using the Dulles

International Airport for mail in the Washington metropolitan area?
The Federal Government. owns that land.
Mr. COFFMAN. I don't think we have. We have what is now a small

mail-handling facility at Dulles, and we were recently looking, I must
admit, for a rather large tract of land out in that area. But the Dulles
location was considerably further out and was not close enough to the
beltways and the throughways to enable us to use their property even
if they would have given us the 15 or 20 acres we thought we needed.
So we did not go to them other than to examine it in that fashion.
Just transportationwise—as you know, they have that separate road

into Dulles, and they are not on the throughways and the beltways as
our present location is.
Mr. Scorr. Well it is my understanding—and I have driven it many

times—that you can drive from Washington to Dulles without even
going through a stoplight. If you go out the George Washington
Memorial Highway, it leads you onto the beltway, and then you get
on the Dulles access road without having to pass a stoplight.
Mr. COFFMAN. Good access, but it would have cost us a substantial

amount in yearly operational cost to shuttle the mail that additional
distance, aside from the fact that the airport might not be happy about
letting us have 20 acres of property.
Mr. Scorr. I notice in the letter from the Comptroller General that

he says when the Department acquires title to the property and sub-
sequently sells it that it is sold to the successful bidder, at the lower of
cost or current market value. Why would it be sold at the lower of
the market value or the cost?
Mr. COFFMAN. The Bureau of the Budget's view has been that it

should be the higher of the two rather than the lower of the two—
cost and market—when excess Federal property is involved. Perhaps
Lloyd Smith, who is here from the Bureau of the Budget, could
explain that. I don't think that is our policy as of now with respect
to land acquired by the Department under the leasing authority. We
dispose of property acquired under this authority at the lower cost.
This, of course

' 
tends to give us a little lower rent in case the cost

is below the market.
Mr. Smrrii. I am here from the General Accounting Office, not the
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Bureau of the Budget. It is my understanding you are still following
that lower of cost or market basis.
Mr. COFFMAN. That letter is a General Accounting Office letter.
Mr. SCOTT. Yes it is. It is a letter dated April 17 of this year.

IMr. COFFMAN.  think we will have to clear that up for the record,
Congressman, because this matter has been a matter of concern to a
good many people, and I recall having two or three very high priced
federally owned sites that were a matter of quite a bit of discussion
between ourselves and the Bureau of the Budget, and I think that they
convinced us since they had the authority actually to approve the
transaction that we ought to go for the market value if it exceeded
cost, and not give the lessor a break there.
Mr. SccrrT. Mr. Chairman, it seems ridiculous to me that Govern-

ment property is being disposed of for a lower figure, unless it is going
to a public authority of some sort. The Post Office Department or
any other Government agency ought to get the best price they can.
Mr. COFFMAN. Congressman, the dispute arose on some property

owned by the General Services Administration, the same principle
would apply, and the Bureau of the Budget agreed with your position
in respect to some sites they had control of. Now, where we have
bought a piece of property particularly for a post office under our
lease construction program and used a revolving fund that we have
for that purpose it has been decided that it wasn't the intent of Con-
gress that we should buy that land with the idea that it would go up in
price and we would be turning that over rather rapidly, and that policy
would apply to that sort of purchase. But it does not apply where the
Government already owns the property and you had a substantial gap
here between the two, and I think it is a very good point.
Mr. SCOTT. Thank you.
Mr. Chairman, Mr. Coffman referred to the proposed Government

corporation, and I believe he mentioned postal rates. Actually, are
these two matters tied in with this proposed bill in any way, and if so,
how are they tied in with the bill we have here under consideration?
Mr. COFFMAN. Well, I don't think there is any direct relationship

between this bill and the proposal of the Postmaster General which is
being examined by the President's Commission.
The point I did make is that the ability to carry on a policy with

some assurance of continuity is one of the reasons that the corporation
idea was submitted, and continuity with respect to planning facilities
of this complexity is very important—continuity of authority. That
is about the only thing.
I don't really want to get into, of course, the area that the Post-

master General has been testifying about in the Senate, incidentally,
how our rates and the corporate structure are related.
Mr. DANIELS. Mr. Thompson.
Mr. THOMPSON. Mr. Chairman, I believe most of the questions have

already been asked and the answers given. However, there are sev-
eral items that I would like to discuss.
Mr. Coffman, have you had any experience with the lessors going

bankrupt, and if so, does this result in any legal entanglements?
Mr. COFFMAN. We have had a few experiences where a lessor in

process of construction goes bankrupt. Of course, if he has completed
the building and we have accepted it for our long-term leasing, or even
5 or 10 years, then the fact doesn't make any difference to us.
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But when we get in trouble is when he is unable to finance himself

while the building is under construction, and we have had some bank-
ruptcy situations there, and of course, it is very disrupting and your
building comes to a halt and you have to go to the bonding company.
We do have extensive bonds on these. L'iVe have a bid bond, 

i 
a per-

formance bond, a labor and material bond on all of these, and n very
substantial amounts. But that doesn't mean that you are home free.
Now more significant than bankruptcy is the fact that we have some

builders who either because they are short of money or because they
are short of competency, who qualified for the bid in every respect,
put up the bond, are low bidders are not able to perform according to
the contract. We have to default them. And the things that precede
the default as the community watches the building go to pot and then
come to a halt, causes plenty of trouble. It is not a happy situation at
all.
Mr. THOMPSON. Well, that was another question I was going to ask.

Do you have any problems, when the building is to be built to your
order, with the contractors not following specifications?
Mr. COFFMAN. We do have—I would be less than frank if I said

we didn't have difficulty in that area. We do have difficulty. Our
effort in the last few years has been to tighten that up as much as pos-
sible to insure we get a building that is built according to specifications
and drawings. But when you have the lessor with a profit motive
based on his ability to cut some corners and to build it a little less
costly than we would like to have it, or a little less quality, then you
have got a problem in administration.
We recognize that problem. We are facing up to it. -We have had

some trouble in that regard, and we hope to minimize it. But you
can't avoid it completely. The low bidder is apt to be the very one
who is in a position because of his low bid to have to cut corners.
Mr. THOMPSON. If Congress were to refuse, under an appropriations

bill, .a particular construction project or a land purchase for a particu-
lar post office, could you then go in under the lease proposal and con-
struct this facility?
Mr. COFFMAN. Yes we would like to reserve that right subject to

the review of this committee. Under the provisions of the bill the
project would have to be submitted to the committee. We would like
to reserve that to avoid being put in a desperate situation. If for some
reason the appropriations committee stops your project and still it is
vital to you, and that can be demonstrated, why, we would like a
chance to demonstrate it, that's all.
Mr. THOMPSON. Mr. Chairman, I believe that answers all the ques-

tions I have.
Mr. DANIELS. I have two short questions. How many bidders, on

the average, do you have on a 30-year lease?
Mr. COFFMAN. On a 30-year lease we average about seven. Now

some we have only two, some we have 10 or 15. I wish we had 10 or 15
on all of them.
Each bid is analyzed from a standpoint of profit and loss to the

bidder, and from the standpoint of the market value of the rent that
he offers us; market data, we call it. And even if we only have two
or three bidders which we sometimes have on a complicated New York
City structure—it seems to be where we get fewer bidders—and if our
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analysis shows that we have a sound low bid and it seems competitive
we would make the award even if he didn't have
Mr. DANIELS. You award to the lowest responsible bidder?
Mr. COFFMAN. The statute has always required and still requires

strict competitive bidding procedures.
Mr. DANIELS. Do you take into consideration any provision for

parking for patrons and employees?
Mr. COFFMAN. Yes; we do.
Mr. DANIELS. Do your future building plans take that into

consideration?
Mr. COFF3LAN. Yes. This had been a matter of contention among

the unions and among patrons, also, that we have adequate parking,
and one of the things we are doing with respect. to these new facilities
is to get them out in an area where you can get the 20 acres I spoke
about or the 3,5 or 40 acres so you can provide adequate parking for
employees and for patrons. Employee parking has been especially get-
ting attention, because as you go out farther you start getting away
from where you have public transportation, and you have to provide
that your employees can get there.
Mr. DANIELS. I believe my good friend and colleague from Illinois

has a few more questions to ask'''.
Mr. DERWINSKI. Yes. First I would like to point out to the chair-

man of the subcommittee that my intention was to raise every possible
obstacle to the passage of this bill primarily because I don't like the
idea of the House being told that because the other body doodled along
that, therefore, we have to do something; in other words, we have to
take their bill down to the last comma. By nature I am a gentle soul,
so I am not going to raise any obstacles, but I am going to try to insert
as much material into the report as I can to justify our position.
Also I am concerned in many areas with this tendency for the House

committee to very routinely and expeditiously cooperate with the De-
partment and then have individual Senators raise havoc with the
Department operations. This happens in other fields, but I would like
to see the Department give a little more attention to the House Post
Office Committee rather than take us for granted.
I think when I make this protest I do so on behalf of all the mem-

bers of the committee even though they don't authorize me to do so.
Mr. COFFMAN. Sir, could I comment just a minute? I do believe

that the Department views this committee as much as the Treasury
Department views Ways and Means Committee as the place where
things are initiated and given a first airing.
Our problem here was a little bit different. When we sent. this bill

to the Senate instead of being assigned to our parent committee, it was
sent to the Public Works Committee, a committee not primarily con-
cerned with postal affairs, and this raised questions that kind of led
to the strategy.
But I do apologize for this haste, nevertheless.
Mr. DERWINSKI. I am not asking for an apology. I am just empha-

sizing a few things for the record.
Just to clear up some loose ends: First, there have been repeated

references to the fact that this committee had extensive hearings
in 1964 and again reviewed the subject in 1966. I feel this has
to be challenged, since my record shows that five of the members of our
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subcommittee weren't members of this full committee in 1964. Infact, four of the five weren't even in the Congress at the time. So,really7 this is a new subject both to our subcommittee and to the fullcommittee. We shouldn't fall back, even for sake of an argument, onthe fact that in 1964, and in 1966, this received consideration, becausein terms of our membership it didn't.
And then for the sake of our distinguished chairman, I would liketo point out that in 1966, when this bill was politely slipped through,I expressed the hope that we would give this more thorough studythe next time around. Well, here we are a year later and we haveto expeditiously vote out the bill. This doesn't at all meet the objec-tions as stated a year ago, so I have to restate them with perhaps agood bit more vigor.
I have two last questions. One is: What is the broad policy inthe Department in giving priority to the site and location of leasedfacilities? Do you do this on a regional basis, or just how do you de-cide in what community, in what area, or where the priority falls?Mr. COFFMAN. Well, first we develop a list of need cases for ob-servation of places; where we have a split operation where we havetwo or three post offices handling the mail it obviously costs us a lotof money to haul the mail back and forth. In other words, we de-velop a list, say, now of a couple hundred serious need cases, in talkingabout major facilities. Now after we develop those we conduct aneconomic analysis of each project to show where we have the mostsavings. We would hopefully—now this is not an exact science—we would attempt to go ahead with those first. Those are the 85active projects. Back of those we have 100 that are not active, butwe have them scheduled for the years ahead, approximately 25 eachyear, under the present plans. This plan is pretty much based onprojects where a combination of desperate need because of mail ex-plosion, and the California-Florida population growth situation, orthe fast-moving suburban growth such as around Washington createdesperate need and we can demonstrate that we will save very sub-stantial sums if we build a new facility.
So it is our economic analysis plus the physical need situation, kindof a combination of the two.
Mr. DERWINSKI. Well, it would seem from your testimony, sir, thatthere are two problems. One is the replacement of obsolete buildings.Mr. COFFMAN. Right.
Mr. DERWINSKI. And the second is the almost insurmountable prob-lem the Post Office Department has in keeping up with the spread ofthe suburbs.
Mr. COFFMAN. That is exactly right.
Mr. DERWINSKI. Then you are forever falling behind, so to speak.I don't say that critically, but I say that objectively. It would seemthen, that you have suburbia and the Chicago-type facilities thatcaused such chaos. Would it be fair to say those areas get priority?Mr. COFFMAN. Yes; I think among those two you have to givepriority to a big mail-handling plant where we can get the machineryin as distinct from, say, the 10,000 to 15,000 square-foot suburbanpost office where you wouldn't use much machinery. But they bothhave a high priority and actually they both demand solution.
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Mr. DERWINSKI. Do you have a scientific way of establishing this
priority when you finally get down to, let's say, a suburban community
versus a 
Mr. COFFMAN. We have a planning staff that Mr. O'Brien inaugu-

rated about a year ago, and that is one of the problems they are
wrestling with. You have so much trouble comparing the service
aspects which you get in the suburban—which is the advantage you
get. out of a new suburban post office—with the money saving you get
out. of a new mail-handling plant—labor saving and so forth—it is
hard to compare the two.
What the experts are in process of doing is what they call quantify-

ing the service aspect so you can compare them. They haven't come
up with a. complete answer yet. They are working on it.
Mr. DERWINSKI. I feel Mr. O'Brien should be complimented for

his broad proposals to take the Post Office Department out of politics
and renovate it, so to speak. I was wondering, in the process, if
the accidental manner in which more new locations seem to pop up
in districts represented by members of the majority party would also
be changed when you get out of politics. Maybe that pattern will
be changed.
Mr. COFFMAN. The decision to build a new post office and where

to locate it is a matter of study to come up with exactly the kind of
answer that you are suggesting. Although I might say that, we believe
our record of location in the past has been pretty equal as between
the political parties, but we are working on that to make it a scientific
matter.
Mr. WiLsoN. Out in the growing Los Angeles area the postal facility

with the top priority is in Congressman Bell's district, West Los
Angeles, and it is getting preference over a couple even in my district.
It is a two-way street. I will tell you that.
Mr. DEnwiNsKt. That's why I think members of this committee

ought to get some attention. [Laughter.]
Mr. Scow. Mr. Coffman, is it. your testimony then that these sites

are assigned on the basis of need in the locality and partisan politics
does not play a part in this?
Mr. COFFMAN. Well, I can't say that the, interest of the Congress-

man, irrespective of his party, is disregarded by the Department. Of
course we pay attention to it. But in making the final decision to go
ahead with facilities the primary consideration is the critical need that
is involved.
I think our record of construction over the past few years will

demonstrate this, and I have here a list of the numbers of post offices
under the lease program in 1966, and it is perfectly apparent that they
are in every State and every congressional district in the United
States.
Mr. Scorn And if you pay attention to the desires or the opinions of
Congressman that, is on a nonpartisan basis?
Mr. COFFMAN. That is correct.
Mr. Scow. Do you keep Congressman advised 
Mr. COFFMAN. Yes, sir: all Congressmen that ask for advice.
Mr. Scow. On a, nonpartisan basis?
Mr. COFFMAN. Right.
Mr. DERWINSKI. One last question, Mr. Chairman. Mr. Coffman,
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you have been basically responsible for administering this program, is
that right?
Mr. COFFMAN. That's right.
Mr. DERWINSKI. Are you familiar with the Murray Hill postal

station in New York, Manhattan?
Mr. COFFMAN. Yes.
Mr. DERWINSKI. What is the standard architectural engineering

fee on this project?
Mr. COFFMAN. On that—
Mr. DERWINSKI. That one or a similar one.
Mr. COFFMAN. We negotiate architectural fees in essentially the same

way as General Services Administration. We approach it a little bit
differently because we do some in-house work, and if I can get into
technical language, we do the preliminary tentative drawings and the
tentative drawings in the Post Office Department. Then we hire the
architect, and therefore we pay him a little less than he would be paid
by the General Services Administration, and our fees run about 4 to
41/2 percent.
The General Accounting Office again is continually interested in

this factor. We believe our fees are completly reasonable. The
architects think they are too small, and we think they are about
right.
Mr. DERWINSKI. How was this architectural engineering firm

selected, on the basis of bid or basis of 
Mr. COFFMAN. No; on professional services, whether it is a law firm

or a technical firm or a doctor, competitive bidding is not used be-
cause it just doesn't offer a measure of value received. What we do
there is to have our Bureau of Research and Engineering review
carefully the technical qualifications of all those who indicated any
kind of interest in the project.
That was done with respect to Murray Hill. It is done with re-

spect to every one of our projects. They come up then with a list of
four or five firms that are well qualified. They rank them, they
express their views about their qualifications, and then a choice is
made from among those top firms as to which ones will design it.
Mr. DERWINSKI. The reason I ask the question—I just happened

to check into this Murray Hill postal station, and I noted that the
architect was a firm by the name of Frank Grad & Sons, Newark, N.J.
Just by a coincidence, a Mr. B. J. Grad, same address as Frank Grad
& Sons, contributed $1,000 to the President's Club in September 1965
and December 1965. Now I raise the natural question: What effect
did that have on their selection as architects for this project or others?
Mr. COFFMAN. None that I know of. In the first place, the contribu-

tion was made after they received this award, a substantial time after
they received this award. We have no knowledge of the political
contribution habits of the architects and engineers that we employ.
The last one we employed in New York City was a matter of a good

deal of discussion. As near as I can tell, the firm selected was one of
the most eminent and best qualified available for the job. That is
what we thought.
Now Dr. Packer, head of our Bureau of Research and Engineering,

makes that decision, after a careful technical examination.
Mr. DERWINSKI. Mr. Chairman, I think this is a good program,
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but if something like this—which I admit is an isolated case that
just came to my attention—is prevalent, it casts greater controversy
over the operations of the Post Office Department at a time when we
are struggling to help the Post Office meet its growing volume of mail.
Mr. COFFMAN. The Grad firm is extremely well qualified in this area.

I know about their work, of course. I wasn't the Assistant Post-
master General when they were selected, but I know about their work,
and they have done very, very good work for us, and they also have a
(rood deal of ingenuity and imagination about the development of this
particular project which calls for a post office below and the commer-
cial building above so we can get the advantage of those commercial
rents and lower rent for ourselves if the building comes out right on it.
Mr. DERWINSKI. Mr. Chairman, I presume you want to pass this

bill out before noon. I have no more questions.
Mr. DANIELS. Mr. Coffman, I want to thank you for a very fine

statement and for your very frank responses to all the questions that
were asked this morning. I also at this time want to thank the gentle-
men who accompanied you here from the General Accounting Office
and the General Services Administration.
Before we conclude the hearings, however, I would like to offer,

without objection, the formal written reports from the Post Office
Department, General Accounting Office, General Services Adminis-
tration, and Bureau of the Budget.
(The reports received from the agencies mentioned above are as

follows:)
THE POSTMASTER GENERAL,
Washington, D.C., April 18, 1967.

Hon. THADDEUS J. DULSKI.
Chairman, Committee on Post Office and Civil Service,
House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN: This is in reply to the request for a report on H.R. 8553

and H.R. 8554, identical bills to extend the authority of the Postmaster General
to enter into leases of real property for periods not exceeding 30 years.
Under present law (39 U.S.C. 2103), the Postmaster General is authorized to

enter into long-term lease agreements for periods not to exceed 30 years. To
carry out this leading authority he is authorized (1) to acquire land through
purchase, condemnation, lease, donation, or otherwise; and (2) to dispose of
real property acquired or used for postal purposes by sale, lease, or otherwise as
deemed appropriate to the best interests of the United States. This authority
is due to expire on April 30, 1967 (39 U.S.C. 2109).
The purpose of the bills is to revise certain statutory requirements in the

present law, and to extend the Postmaster General's authority to June 30, 1972.
The authority of the Postmaster General under the bills would be permitted

only after he has consulted with the Administrator of General Services and
determined that construction of a postal facility is neither desirable nor feasible
under the provisions of the Public Buildings Act of 1959 (40 U.S.C. 601-615).
The buildings and improvements to be constructed would be specifically described
as "special purpose post office buildings," defined as a building that is (1)
situated in a particular geographical location to make it convenient for process-
ing mail; (2) particularly designed to make it convenient for processing mail;
and (3) not readily usable or convertible to use as a general-purpose office
building.
The bill provides that at least 30 days prior to entering into a lease agreement

under sections 2102 or 2103 of title 39, United States Code for gross floor space
areas over 20,000 square feet the Postmaster General shall submit a complete
sta tement concerning the need for such agreement and the facts relating to the
proposed transaction to the Senate Committee on Public Works and the Post
Office and Civil Service Committee of the House of Representatives.
We favor the enactment of this legislation. The long-term, 30-year lease

authority provides us with a practical means for timely acquisition of modern
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and properly located facilities in those cases where use of the leasing authority
is considered appropriate. Unless the authority to enter into these 30-year
leases is extended, the Department will be able to enter into leases for terms
only up to 20 years. This would mean higher rentals to the Department. In
addition, the Department would lose the essential land acquisition authority
which has proved invaluable in assembling sites with multiple ownership; sites
where owners demand unreasonable prices; and sites to which the title is de-
fective, and sites owned by local units of government, fiduciaries and the like
where the owner may lack authority to sell.
In the ease of larger facilities, 30-year lease terms are more advantageous to

the Government where leasing may be considered the appropriate vehicle, than
20-year leases. The longer basic lease term attracts investors who are willing to
accept a lower rate of the annual rent than on shorter term agreements. The
result to the Government is lower annual rent expenditures.
The Bureau of the Budget has advised that from the standpoint of the admin-

istration's program there is no objection to the submission of this report to the
committee.

Sincerely yours,
LAWRENCE F. O'BRIEN.

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington, D.C., April 18, 1967.
Hon. THADDEUS J. DULSKT,
Chairman, Committee on Post Office and Civil Service,
House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN: This is in response to an informal request on April 13,

1967, from Mr. Irvine of your committee staff for the views of the Bureau of
the Budget on H.R. 8553 and H.R. 8554, identical bills "To extend the authority
of the Postmaster General to enter into leases of real property for periods not
exceeding thirty years, and for other purposes."
The present authority to enter into lease agreements for periods up to 30 years

will expire on April 30, 1967; H.R. 8553 and H.R. 8554 would extend it for 5 years
and revise certain provisions of the present law.
In a separate report to your committee, the Postmaster General favors enact-

ment of this legislation because it would allow the Post Office Department to
continue to acquire modern facilities promptly when a lease arrangement is
desirable and appropriate.
Accordingly, the Bureau of the Budget recommends enactment of this

legislation.
Sincerely yours,

WILFRED H. ROMMEL,
Assistant Director for Legislative Reference.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., April 17, 1967.

Hon. THADDEUS J. DULSKI,
Chairman, Committee on Post Office and Civil Service,
!House of Representatives.

DEAR MR. CHAIRMAN: Your letter of April 13, 1967, requests our comments on
H.R. 8553 and H.R. 8554. These identical bills propose, among other things, to
extend until June 30. 1972, the authority of the Postmaster General to enter into
leases of real property for periods not exceeding 30 years, as provided in section
2103 of title 39. United States Code. The Postmaster General's authority under
section 2103 will expire April 30, 1967, unless extended by the Congress.
The bills also propose to (1) limit the Postmaster General's leasing authority

under section 2103 to special purpose post office buildings having certain specified
characteristics, (2) require the Postmaster General, before entering into a lease
agreement under the authority conferred by section 2103, to determine, after con-
sultation with the Administrator of General Services, that it is not desirable or
feasible to construct a postal facility under the provisions of the Public Buildings
Act of 1959, as amended (40 U.S.C. 601-615), and (3) require the Postmaster
General, at least 30 days before entering into a lease agreement under either sec-
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tion 2102 or 2103 for a special-purpose post office building having gross floor space
exceeding 20,000 square feet, to transmit to the Senate Committee on Public
Works and the House Conunittee on Post Office and Civil Service a report which
includes a full and complete statement of the need for the agreement and the facts
relating to the proposed transaction.
In our opinion, the Postmaster General has need for the authorities contained

in section 2103 of title 39 to acquire title to sites and to enter into leases for
periods not exceeding 30 years, and we recommend that these authorities be
extended. We also believe that H.R. 8553 and 11.R. 8554 not only would provide
the needed authorities but also would provide certain needed controls over the
Post Office Department's leasing program, and we recommend that the legislation
be considered favorably by your committee.
In our comments to your committee on June 6, 1966, on H.R. 14548, a bill

introduced in the 89th Congress which proposed to extend indefinitely the Post-
master General's leasing authority under 39 U.S.C. 2103, we referred to several
of our prior reports in which we had pointed out that the costs of leasing postal
facilities for initial terms of 20 and 30 years substantially exceeded the costs
of Government ownership. We also pointed out that there was no requirement
for the Postmaster General to coordinate the planning of new leased facilities
with the General Services Administration and that the Post Office Department
had entered into long-term leases of postal facilities in certain areas where we
believed it would have been advantageous to the Government to have constructed
multipurpose buildings to meet the needs of all Federal agencies in the area.
In addition, we pointed out that the Post Office Department used its own

standards in planning for space in both leased postal facilities and Government-
owned buildings and that, in a review then in process, we had found that the
Department's standards provided for administrative office space which on the
average exceeded, by about 33 percent, the space that would have been provided
under standards established by the General Services Administration for offices
of employees of other Federal agencies. We expressed the opinion that in most
cases the administrative operations of postal facilities could be carried out with-
out loss of efficiency in offices of the sizes authorized under the General Services
Administration's standards.
To provide certain controls over the Department's leasing program, we recom-

mended the enactment of amendments to the leasing authorities contained in
sections 2102 and 2103 which would provide, in effect. that—

(1) No contract for the lease or lease construction of a major facility
shall be executed under the authority of either 39 U.S.C. 2102 or 39 U.S.C.
2103 unless the Department shall have submitted to the appropriate com-
mittees of the Congress, at least 60 calendar days previously (or other ap-
propriate period while the Congress is in session), written justifications in
the form of a prospectus similar to that provided for in the Public Buildings
Act of 1959 (73 Stat. 479), such justifications to include results of economic
and feasibility studies showing comparative costs of leasing versus Govern-
ment ownership with a clear showing of the factors justifying leasing;
(2) In planning for the acquisition of leased space for a major facility,

the Department shall furnish to the appropriate committees of the Congress,
along with the prospectus, a statement by the General Services Administra-
tion as to the space needs of other Government agencies in the particular
area and the feasibility of a Federal building to satisfy the needs of the
Post Office Department and other Government agencies; and
(3) The General Services Administration shall be responsible for either

establishing or approving the standards to be used in planning the office
space to be provided for the Post Office Department's administrative activ-
ities in both leased facilities and Government-owned buildings.

We believe that the bills currently under consideration would achieve the
general objectives of the first two of our prior recommendations and that actions
planned to be taken by the Post Office Department and the General Services
Administration may result in achieving the objectives of our third prior recom-
mendation without legislation.
On the basis of various studies, including a study by an advisory committee

composed of prominent business executives, the Post Office Department con-
cluded that constructing large postal facilities for Government ownership gen-
erally would be more economical than acquiring such facilities under lease-
construction contracts. On December 1, 1966, the Postmaster General accepted
from the Administrator of General Services a delegation of authority under sec-
tion 15 of the Public Buildings Act of 1959, as amended.
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Under the delegation of authority, the General Services Administration will
continue to submit the prospectuses required by the Public Buildings Act of
1959, but the Post Office Department will otherwise be responsible for carrying
out each project in its entirety, including site selection and acquisition, super-
vision of the architect-enginer contract, design and approval, and construction
contracting and supervision. We understand that, to date, only 14 such dele-
gated projects have been approved by the Senate and House Public Works Com-
mittees. Officials of the Department have advised us, however, that in the future
most major postal facilities and some small and medium size facilities will be
proposed for construction under the delegated authority.
In view of the Postmaster General's continuing authority under 39 U.S.C.

2102 to lease postal facilities for periods up to 20 years and the delegation of
authority to construct postal facilities for Government ownership, questions
may be raised as to whether the leasing and site acquisition authorities con-
tained in 39 U.S.C. 2103 Will be needed. We believe that the Department needs
these authorities in order to carry out its space acquisition prOgrams in an
efficient and economical manner.
The Department's leasing authority under 39 U.S.C. 2103 differs from its leas-

ing authority under 39 U.S.C. 2102 in two important respects in addition to the
differences in the maximum duration of leases. Under 39 U.S.C. 2103, the Post-
master General is authorized to acquire real property and interests therein by
purchase, condemnation, lease, donation, or otherwise, and to sell, lease, or other-
wise dispose of such property; under 39 U.S.C. 2102, the Postmaster General is
not authorized to use postal funds to acquire title to real property, although he
may use such funds to acquire assignable purchase options on such property.
Under 39 U.S.C. 2103, advertising procedures are required to be used; under 39
U.S.C. 2102, the Postmaster General is not required to use advertising procedures,
although the Department follows a general policy of advertising and obtaining
competitive bids for all lease-construction contracts.
To insure that facilities are built on sites suitable for postal operations and to

avoid possible speculation by bidders regarding site costs, the Department fol-
lows a policy of selecting and obtaining control of sites prior to advertising for
bids on lease-construction contracts. Data regarding the costs, locations, and
physical characteristics of the controlled sites are made available to prospective
bidders so that all bids may be on a true competitive basis.
The Department's preferred method of obtaining control of desired sites is to

negotiate assignable purchase options with the property owners, and this is the
method used in controlling the sites under most lease-construction contracts.
The Department usually assigns the purchase options to the successful bidders
without taking title to the sites.
In some eases, the Department acquires title to properties by purchase er

Condemnation and subsequently sells these properties to successful bidders at
the lower of cost or current market value. This method generally is used only
in cases where the Department considers the preferred method to be impracti-
cable, as, for example, in cases where property owners demand unreasonable
purchase option prices, where there are defects in property titles or other prob-
lems in acquiring control of the properties, or where the planning for the facil-
ities cannot be completed before expiration of the assignable purchase options
and the property owners are unwilling to extend the options.
We believe that the site acquisition authority in 39 U.S.C. 2103 is a necessary

adjunct to the Department's leasing authority under 39 U.S.C. 2102 in order to
keep rental costs to a minimum. We also believe that there may be areas where
leasing is the only practicable means of obtaining needed postal space, as, for ex-
ample, at certain airports. Since annual rental costs for 30-year leases generally
are less than the annual rental costs for basic periods of less than 30 years, we
believe that the Postmaster General should have authority to enter into 30-year
leases in cases where leasing is determined to be the most desirable method of
obtaining space for postal facilities.
Our report to the Congress on review of policies and procedures used in de-

termining the administrative office space to be provided in major postal facilities
(B-153129 dated December 27, 1966) disclosed that the 10 major postal facilities
covered by our review contained, or were planned to contain, offices considerably
larger than would have been provided if the facilities had been planned on the
basis of standards developed by the General Services Administration for offices
of employees of other Federal agencies having similar duties or responsibilities.
The General Services Administration's standards were developed, with the co-
operation and concurrence of more than 60 Federal agencies, on the basis of



42 POST OFFICE LONG-TERM LEASING

studies made to determine the amounts and types of space required for efficient
operations.
In commenting on our draft report, the Postmaster General stated that the

Department had initiated a study of administrative office space standards prior
to our review and that the Department's proposed new standards would result
in adjustments more in line with current needs and General Services Adminis-
tration allowances. In a letter to the Director, Bureau of the Budget, dated
February 2, 1967, relating to our report, the Postmaster General stated
that the Department had received an invitation from the General Services
Administration to participate in a joint effort to issue an Occupancy Guide
or something comparable for the Department's administrative office space. He
also stated that the Department planned to work with the General Services
Administration on this proposal.
We believe that, if appropriate actions are taken by the Post Office Depart-

ment and the General Services Administration on the above matter, there
would be no need for legislation to make the General Services Administration
responsible for either establishing or approving the standards to be used in
planning the office space to be provided for the Department's administrative
activities. Moreover, in view of the reporting requirements proposed in H.R.
8553 and H.R. 8554, we believe that the House Committee on Post Office and
Civil Service and the Senate Committee on Public Works would be in a posi-
tion to determine the reasonableness of the Department's plans for administra-
tive office space in leased special purpose post office buildings having gross floor
space exceeding 20,000 square feet.
We shall be pleased to have members of our staff discuss with your commit-

tee any matters concerning either our comments on H.R. 8553 and H.R. 8554
or our audit work relating to the Post Office Department's real estate activities.

Sincerely yours.
FRANK H. WEITZEL,

Assistant Comptroller General of the United States.

GENERAL SERVICES ADMINISTRATION,
Washington, D.C., April 17, 1967.

Hon. THADDEUS J. DULSKI,
Chairman, Committee on Post Office and Civil Service,
House of Representatives, Washington, D.C.
DEAR Mn. CHAIRMAN: This is in response to the telephonic request of a mem-

ber of your staff on April 13, 1967, for an expression of the views of the Gen-
eral Services Administration on H.R. 8553 and H.R. 8554 of the 90th Congress,
identical bills to extend the authority of the Postmaster General to enter into
leases of real property for periods not exceeding thirty years, and for other
purposes.
The purpose of the bills is to amend section 2103(a), title 39, United States

Code, to extend the lease construction authority of the Postmaster General
from a terminal date of April 30, 1967, to June 30, 1972. This authority per-
mits the Postmaster General to enter into agreements for the leasing for
postal purposes of buildings to be constructed by lessors for terms not exceed-
ing 30 years and to acquire and dispose of land incidental to the performance
of such agreements.
The bill would also require the Postmaster General to consult with the Admin-

istrator of General Services before exercising the authority in determining that
it is not desirable or feasible to construct a postal facility under the provisions
of the Public Buildings Act of 1959, as amended (40 U.S.C. 601-605), rather than
under section 2103(a), would confine the authority to "special purpose post office
buildings," and would require the Postmaster General to transmit to the Com-
mittee on Public Works of the Senate and the Committee on Post Office and
Civil Service of the House of Representatives a report of the need of the lease
construction agreement.
GSA recommends the enactment of either H.R. 8553 or H.R. 8554.
The Bureau of the Budget has advised that, from the standpoint of the

administration's program, there is no objection to the submission of this report
to your committee.

Sincerely yours,
LAWSON B. KNOTT, Jr.,

Administrator.
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Mr. WiLsoN. I would like to state for the record, Mr. Chairman, in
connection with Mr. Derwinski's comments about political contribu-
tions, that I am sure if we check the records of both political parties
we will find that many of these top architectural firms in the country
have probably contributed to both sides. I know that several large
and qualified firms in California have participated in campaigns on
both political sides, and such contributions are certainly not restricted
to the Democratic Party.
Mr. COFFMAN. Mr. Chairman, let me again thank you and all the

members of the subcommittee for attending this hearing today, and
for the contribution that they made by posing some lively questions.
I think Congressman Derwinski is right, these things need to be dis-
cussed; and as far as we are concerned, we will be glad to discuss them
as fully as possible.
Thank you very much.
Mr. DANIELS. Thank you.
The subcommittee will meet in executive session.
(Whereupon, at 11 :55 a.m., the subcommittee went into executive

session.)
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