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ELIMINATING THE CONSTRUCTION BACKLOG AND TO
INVESTIGATE NEW PROCEDURES TO EXPEDITE
FUTURE CONSTRUCTION OF FEDERAL BUILDINGS

TUESDAY, SEPTEMBER 28, 1971

U.S. SENATE,
SUBCOMMITTEE ON BUILDINGS AND GROUNDS

OF THE COMMITTEE ON PUBLIC WORKS,
Washington, D.C.

The subcommittee met at 2:25 p.m., pursuant to notice, in room
4200, New Senate Office Building, Senator Mike Gravel (chairman
of the subcommittee) presiding.

Present: Senators Gravel and Weicker.
Also present: J. B. Huyett, Jr., chief clerk and Marshall Lancaster,

professional staff member.
Senator GRAVEL. The hearing will come to order.
Good afternoon, gentlemen.
Today the Subcommittee on Buildings and Grounds begins hear-

ings on S. 1736 and S. 2479, bills to amend the Public Buildings Act
of 1959.
The titles of the bills under consideration, S. 1736 and S. 2479, is:

"To amend the Public Buildings Act of 1959, as amended, to provide
for financing the acquisition, construction, alteration, maintenance,
operation, and protection of public buildings, and for other purposes."
I would like to place a copy of the bills in the record.
(The bills referred to follow:)

(1)
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92o CONGRESS
1ST SESSION S. 1736

IN THE SENATE OF THE UNITED STATES

MAY 3, 1971

Mr. GRAVEL (for himself, Mr. BOGGS, MT. COOPER, MT. JORDAN Of North Caro-
lina, Mr. RANDOLPH, and Mr. TUNNEY) introduced the following bill; which
was read twice and referred to the Committee on Public Works

A BILL
To amend the Public Buildings Act of 1959, as amended, to pro-

vide for financing the acquisition, construction, alteration,

maintenance, operation, and protection of public buildings,

and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Public Buildings Amend-

4 ments of 1971".

5 SEC. 2. The Public Buildings Act of 1959 (73 Stat.

6 479), as amended (40 U.S.C. 601) , is amended as follows:

7 (1) delete the figure "$200,000" in subsection (b)

8 of section 4 and insert the figure "$500,000" in lieu

9 thereof;

II-0

*(Star print)
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(2) delete the figures "$100,000" and "$200,-

000" in subsection (a) of section 7, and insert in each

case the figure "$500,000" in lieu thereof;

(3) delete "and such approval has not been re-

scinded as provided in subsection (c) of this section" in

subsection (a) of section 7;

(4) delete the word "maximum" in clause (2) of

subsection 7;

(5) delete in such section all of subsections (b) ,

(c) , and (d) , and " (a) " following "SEC. 7.";

(6) delete in subsection (a) of section 12 the fol-

lowing: "as he'determines necessary,";

(7) in sections 11 and 12, delete " (a) " after

"Section 7";

(8) in paragraph (1) of section 13 redesignate

clauses (x) and (xi) as (xii) and (xiii) , respectively

and insert immediately after "facilities," the following:

"(x) Federal parking facilities, (xi) parking areas.";

and

(9) insert at the end of section 13 the following:

"(8) the term 'Federal parking facilities' means

any structure designed for parking or a parking lot that

has been acquired or constructed pursuant to this Act

for the express purpose of providing off-street parking

for official, employees', or visitors' vehicles, for Federal
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3

1 agencies, mixed ownership corporations (as defined in

2 the Government Corporation Control Act) , or the gov-

3 ernment of the District of Columbia.

4 "(9) the term 'parking areas' means those grounds,

5 areas, courtyards, or spaces within, adjacent to, around,

6 near, or beneath buildings occupied either by Federal

7 agencies, mixed ownership corporations (as defined in

8 the Government Corporation Control Act) , or by the

9 government of the District of Columbia, or any site

10 owned or leased by the Federal Government suitable

11 for parking which is specifically identified and desig-

12 nated by the Administrator for use for off-street parking

13 for official, employees' or visitors' vehicles."

14 SEC. 3. Subsection (f) of section 210 of the Federal

15 Property and Administrative Services Act of 1949, as

16 amended, (40 U.S.C. 490 (f) ) is amended to read as

17 follows:

18 "(f) (1) There is hereby authorized to be established

19 by the Secretary of the Treasury, a Federal building fund.

20 Such funds shall be composed of (A) the assets of the build-

21 ings management fund (including any surplus therein) ,

22 established pursuant to this subsection prior to its amend-

23 ment by the Public Buildings Amendments of 1969, and

24 the construction services fund, created by section 9 of the

25 Act of June 14, 1946 (60 Stat. 259) , as amended, and the
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1 fund shall assume all the liabilities, obligations, and commit-

2 meats of the said buildings management fund and the said

3 construction services fund; (B) any unexpended balances of

4 funds appropriated to General Services Administration under

5 the headings 'Operating Expenses, Public Buildings Serv-

6 ice', 'Repair and Improvement of Public Buildings', 'Con-

struction, Public Buildings Projects', 'Sites and Expenses,

8 Public Buildings Projects', 'Payments, Public Buildings

9 Purchase Contracts', 'A dditional Court Facilities', and 'Ex-

10 penses, United States Court Facilities', in the Independent

11 Offices and Department of Housing and Urban Develop-

12 ment Appropriation Act, 1970, or prior year appropriations;

13 (C) the estimated fair market value as determined by the

14 Administrator of Government-owned buildings or facilities

13 carried in the active inventory of General Services Admin-

16 istration; and (D) such sums as may be appropriated thereto.

17 " (2 ) The fund shall be credited with (a) advances,

18 reimbursements, and payments, including payment of charges

19 made in pursuance of subsection (j) (1) of section 210 of

90 the Federal Property and Administrative Services Act of

21 1949, as amended (40 U.S.C. 490) , and (b) all other reim-

22 bursements and refunds or recoveries resulting from opera-

tion of the fund, including receipts from carriers and others

24 for loss of, or damage to, property.

68-336 0 - 71 - 2
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5

1 "(3) The fund shall be available without fiscal year

2 limitations for use by and under the direction and control of

3 the Administrator for (a) public buildings construction,

4 acquisition, or alteration projecis: Provided, That such fund

5 may be used for any individual project estimated to involve

6 an expenditure in excess of $500,000 only when authorized

7 by appropriation Acts, and (b) the performance of all other

8 real property management and related activities, including

9 personal services and administrative operations, as authorized

10 by law in amounts not exceeding limitations imposed in ap-

11 propriation Acts. The construction, acquisition, and opera-

12 tion of Federal parking facilities and parking areas shall be

13 financed solely from the revenues derived from such parking

14 facilities and parking areas and accounted for separately

15 within the fund.

16 "(4) The Administrator shall prepare annually and

17 submit to the Bureau of the Budget a business-type budget

18 in accordance with section 847 of title 31, United States

19 Code, and the rules and regulations established by the Presi

20 dent pursuant thereto."

21 SEC. 4. Section 210 of the Federal Property and Ad-

22 ministrative Services Act of 1949, as amended (40 U.S.C.

23 490 ) , is amended by adding a new subsection reading as

24 follows:

25 "(j) The Administrator is authorized—
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1 " (1 ) to charge any Federal agency, including General

2 Services Administration, mixed ownership corpora-

3 tion (as defined in the Government Corporation Control

4 Act) , and the Government of the District of Colum-

5 bia. Federal employee, private person, or organization

6 furnished services, space, quarters, maintenance, repair,

7 or other facilities, including parking, fees therefor at

8 rates to be determined by the Administrator from time

9 to time and provided for in regulations issued by him. In

10 establishing such rates and charges, the Administrator

11 shall give consideration to the costs of providing space,

12 services, or other facilities and shall provide for reserves

13 for replacement and expansion: Provided, That with re-

14 spect to those buildings for which the Administrator of

15 General Services is responsible for alterations only (as

16 the term 'alter' is defined in section 13 (5) of the Public

17 Buildings Act of 1959 (73 Stat. 479) , as amended (40

18 U.S.C. 612 (5) ) , the rates charged the occupant agency

19 or agencies for such services shall be fixed by the Ad-

20 ministrator so as to recover only the approximate appli-

21 cable cost incurred by him in providing such services

22 Funds available to any such agency shall be available to

23 defray such rates and charges;

24 " ( 2 ) to operate by lease or otherwise Federal park-
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7

1 ing facilities and parking areas, and to issue all needful

2 rules and regulations in connection therewith;

3 "(3) to alter Federal buildings;

4 "(4) to maintain, operate, and protect public

5 buildings (as defined in the Public Buildings Act of

6 1959, as amended) and sites, and provide services re-

7 lated thereto, including demolition and improvement

8 with respect to sites authorized to be leased pursuant

9 to subsection (a) of this section, by contract or other-

10 wise;

11 "(5) to rent space in buildings in the District of

12 Columbia notwithstanding the provisions of the Act of

13 March 3, 1877 (40 I.S.C. 34) ; and

14 "(6) to provide such fencing, lighting, guard

15 booths, and other facilities on private or other property

16 not in Government ownership or control as may be ap-

17 propriate to enable the United States Secret Service to

18 perform its protective functions pursuant to section 3056

19 of title 18, United States Code."

20 SEC. 5. (a) Any other Executive agency, in addition

21 to General Services Administration, which provides to an

22 eligible agency the services set forth in subsection (j) (1)

23 of section 210 of the Federal Property and Administrative

24 Services Act, as amended (40 U.S.C. 490) , shall charge

25 the eligible agency to which such services are furnished fees
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1 therefor at rates determined by the head of the agency fur-

2 nishing the services in the manner provided in subsection

3 (j) (1) of section 210 of the Federal Property and Ad-

4 rninistrative Service Act, as amended (40 U.S.C. 490) , or,

5 at the election of such agency head, at rates determined by

6 the Administrator of General Services and charged by him

7 for comparable services. Funds available to occupying

8 eligible agencies shall be available to defray such rates and

9 fees. Moneys derived by other agencies from such rates r

10 fees may be credited to the appropriation or fund. initially

11 charged for providing the service, except that amounts in-

12 eluded for replacement and e.pansion shall be credited to

13 the fund created by subsection (f) (1) of section 210 of

14 the Federal Property and Administrative Services Act of

15 1949, as amended (40 U.S.C. 490) .

16 (h) As used in this section, the terms "eligible agency"

17 or "eligible agencies" shall have the same meaning as the

18 term "Federal Agency" as defined in section 3 (b) of the

19 Federal Property and Administrative Services Act, as

20 amended (40 U.S.C. 472) , and include mixed ownership

21 corporations (as defined in the Government Corporation

22 Control Act) , the government of the District of Columbia,

23 Federal employees, private persons, or organizations.

24

25

(c) As used in this Act, the term "real property man-

agement and related activities" and similar terms shall in-
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9

1 dude the functions of acquisition, design, construction, altera-

2 tion, renting, operation, maintenance, protection, moving,

3 demolition and other like functions which General Services

4 Administration or other agencies are authorized by law to

5 provide eligible agencies.

6 SEC. 6. This Act shall become effective upon enactment.

7 The effective date of the rates to be charged pursuant to the

8 regulations to be issued under subsection (j) (1) of section

9 210 of the Federal Property and Administrative Services

10 Act of 1949, as amended, and section 5 hereof, shall be on

11 the date of the beginning of the second fiscal year subse-

12 quent to enactment hereof.



02D CONGRESS
1ST SESSION

11

S. 2479

IN THE SENATE OF THE UNITED STATES

AUGUST 6, 1911

Mr. COOPER (for himself and Mr. WEICKER) introduced the following bill;
which was read twice and referred to the Committee on Public Works

A BILL
To amend the. Public Buildings Act of 1959, as amended, to

provide for financing the acquisition, construction, altera-

tion, maintenance, operation, and protection of public

buildings, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 ayes of the United States of America in Congress assembled,

3 That this Act may be cited as the "Public Buildings Amend-

4 ments of 1971".

5 SEC. 2. The Public Buildings Act of 1959 (73 Stat.

6 479) , as amended (40 U.S.C. 601 et seq.) , is amended as

7 follows:

8 (1) delete the figure "$200,000" in subsection (b)

9 of section 4 and insert the figure "$500,000" in lieu

10 thereof;

II
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1 (2) delete the figures "$100,000" and "$200,-

2 000" in subsection (a) of section 7, and insert in each

3 case the figure "$500,000" in lieu thereof;

4 (3) delete "and such approval has not been re-

5 scinded as provided in subsection (c) of this section"

6 in subsection (a) of section 7;

7 (4) delete the word "maximum" in clause (2) of

8 subsection ('a) of section 7;

9 (5) delete in such section all of subsections (b) ,

10 (c) , and (d) , and " (a) " following "SEc. 7.";

11 (6) delete in subsection (a) of section 12 the fol-

12 lowing: "as he determines necessary,"; and

1:5 (7) in sections 11 and 12, delete " (a) " after "Sec-

14 tion 7";

15 SEC. 3. Subsection (f) of section 210 of the Federal

16

17

18

19

20

21

22

23

24

25

Property and Administrative Services Act of 1949, as

amended (40 U.S.C. 490 (f) ) , is amended to read as fol-

lows:

"(f) (1) There is hereby established in the Treasury

of the United States on such date as may be determined by

the Administrator, a fund into which there shall be deposited

the following revenues and collections:

"(a) User charges made pursuant to subsection (j) (1)

of this section payable in advance or otherwise.

"(b) Proceeds with respect to building sites authorized
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1 to be leased pursuant to subsection (a) of this section, and

2 proceeds with respect to building sites, plans, and specifica-

3 tions authorized to be sold pursuant to subsection (h) of this

4 section.

5 "(c) Receipts from carriers and others for loss of, or

6 damage to, property belonging to the fund.

7 "(2) Moneys deposited into the fund shall be available

8 for expenditure for real property management and related

9 activities in such amounts and for such purposes as specified

10 in annual appropriation Acts: Provided, That authorizations

11 for capital expenditures may be made without regard to

12 fiscal year limitations.

13 "(3) There are hereby merged with the fund estab-

14 lished under this subsection, unexpended balances of (A)

15 the Buildings Management Fund (including any surplus

16 therein) , established pursuant to this subsection prior to its

17 amendment by the Public Buildings Amendments of 1971;

18 (B) the Construction Services Fund, created by section 9

19 of the Act of June 14, 1946 (60 Stat. 259) , as amended;

20 and (C) any funds appropriated to General Services Ad-

21 ministration under the headings 'Repair and Improvement

22 of Public Buildings', 'Construction, Public Buildings Proj-

23 ects', 'Sites and Expenses, Public Buildings Projects', 'Con-

24 Federal Office Building Numbered 7, Washington,

25 D.C.', and 'Additional Court Facilities', in any appropriation

68-336 0 - 71 - 3
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1 Acts for the years prior to the fiscal year in which the fund

2 becomes operational: Provided, That the fund shall assume

3 all the liabilities, obligations, and commitments of the said

4 (1) Buildings Management Fund, (2) Construction Serv-

5 ices Fund, and (3) the appropriations specified in (C)

6 hereof.

7 "(4) Advances are hereby authorized to be appropri-

8 ated to the fund to carry out its purposes: Provided, That

9 such advances shall, within thirty years, be repaid with in-

10 terest at a rate not less than a rate determined by the Secre-

11 tary of the Treasury taking into consideration the current

12 average market yield on outstanding marketable obligations

13 of the -United States with remaining period to maturity

14 comparable to the average maturities of such advances ad-

15 justed to the nearest one-eighth of 1 per centum: And pro-

16 tided further, That any appropriations made to the General

17 Services Administration for the direct Federal construction

18 of public buildings after July 31, 1971, shall, within thirty

19 years from the date of obligation, be repaid as above.

20 " (5) In any fiscal year there may be deposited to mis-

21 cellaneous receipts such amount as may be specified in the

22 annual budget esthnates for the fund.

23 "(6) Nothing in this section shall preclude the General

24 Services Administration from providing special services not

25 included in the standard level user charge, such as security



5

1 guarding, alterations, and space adjustments requested by and

2 for the convenience of any agency, design and engineering

3 services, and similar special services, on a reimbursable basis

4 and such reimbursements may be credited to the fund estab-

5 lished under this subsection."

6 SEC. 4. Section 210 of the Federal Property and Admin-

7 istrative Services Act of 1949, as amended (40 U.S.C. 490),

8 is amended by adding three new subsections reading as

9 follows:

10 "(j) The Administrator is authorized-

11 "(1) to charge any eligible agency furnished serv-

12 ices, space, quarters, maintenance, repair, or other

13 facilities (hereinafter referred to as space and services) ,

14 at rates to be determined by the Administrator from

15 time to time and provided for in regulations issued by

16 him. Such rates and charges shall approximate corn-

17 mercial charges for comparable space and services:

18 Provided, That with respect to those buildings for which

19 the Administrator of General Services is responsible

20 for alterations only (as the term 'alter' is defined in

21 section 13 (5) of the Public Buildings Act of 1959 (73

22 Stat. 479) , as amended (40 U.S.C. 612 (5) ) , the rates

23 charged the occupant agency or agencies for such serv-

24 ices shall be fixed by the Administrator so as to recover

25 only the approximate applicable cost incurred by him
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i. in providing such alterations. Agencies, or activities

2 within agencies, may be exempted from the charges pro-

3 vided by this subsection, if the Director of the Office of

4 Management and Budget determines that such charges

5 would be infeasible Or impractical. To the extent any

6 such exemption is granted, appropriations to the Gen-

eral Services Administration are authorized to reimburse

8 the fund for any loss of revenue.

9 "(2) to alter Federal buildings;

10 "(3) to maintain, operate, and protect public build-

11 ings (as defined in the Public Buildings Act of 1959,

12 as amended) and sites, and provide services related

thereto, including demolition and improvement with re-

14 to sites authorized to be leased pursuant to subsec-

15 tion (a) of this section, by contract or otherwise;

16 "(4) to rent space in buildings in the District of

17 Columbia notwithstanding the provisions of the Act of

18 March 3, 1877 (40 U.S.C. 34) ; and

19 "(5) to provide such fencing, lighting, guard

20 booths, and other facilities on private or other property

21 not in Government ownership or control as may be ap-

22 propriate to enable the United States Secret Service

23 to perform its protective functions pursuant to section

24 3056 of title 18, United States Code and the Act of

25 June 6, 1968, 82 Stat. 170.
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1 "(k) Any other executive agency, in addition to General

2 Services Administration, which provides to an eligible agency

3 space and services set forth in subsection ( j) (1) of this

4 section, is authorized to charge the eligible agency for such

5 space and services at rates approved by the Administrator

of General Services and the Director of the Office of Manage-

ment and Budget. Moneys derived by other agencies from

8 such rates or fees shall be credited to the appropriation or

9 fund initially charged for providing the service, except that

10 amounts which are in excess of actual operating and mainte-

11 nance costs of providing the service shall be credited to mis-

12 cellaneous receipts unless otherwise authorized by law.

13 "(1) As used in this section-

14 "(1) The terms, 'eligible agency' or 'eligible agencies'

15 shall have the same meaning as the term 'Federal agency' as

16 defined in section 3 (b) of the Federal Property and Admin-

17 istrative Service Act, as amended (40 U.S.C. 472) , and

18 include mixed ownership corporations (as defined in the

19 Government Corporation Control Act) , the government of

20 the District of Columbia, private persons, or organizations.

21 "(2) The term 'real property management and related

22 activities' shall include the functions of acquisition, design,

23 construction, alteration, renting, operation, maintenance, pro-

24 tection, moving, demolition, and other like functions which
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1 General Services Administration or other agencies are author-

2 ized by law to provide eligible agencies."

3 SEC. 5. The Public Buildings Act of 1959 (73 Stat.

4 479) , as amended (40 U.S.C. 601) , is amended by adding

5 a new section 4 and renumbering the existing section 4 and

6 subsequent sections appropriately. The new section 4 shall

7 read as follows:

8 "(a) Whenever the Administrator of General Services

9 determines that the best interests of the United States will

10 be served by taking action hereunder, he is authorized to

11 provide space for an eligible agency (as defined in section

12 210 (1) ) of the Federal Property and Administrative Serv-

13 ices Act of 1949, as amended (40 U.S.C. 490) by enter-

14 into purchase contracts, the terms of which shall not

15 he less than ten or more than thirty years and which shall

16 provide in each case that title to the property shall vest

17 in the United States at or before the expiration of the con-

18 tract term and upon fulfillment of the terms and conditions

19 stipulated in each of such purchase contracts. Such terms

20 and conditions shall include provision for the application to

21 the purchase price agreed upon therein of installment pay-

22 ments made thereunder.

23 " (b) Each such purchase contract shall include such

24 provisions as the Administrator of General Services, in his

25 discretion, shall deem to be in the best interests of the

AV
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2

3

4

5

6

7

8

9

10

11
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19

9

United States and appropriate to secure the performance

of the obligations imposed upon the party or parties that

shall enter into such agreement with the United States. No

such purchase contract shall provide for any payments to

be made by the United States in excess of the amount nec-

essary, as determined by the Administrator, to—

"(1) amortize the cost of improvements to be con-

structed plus the fair market value, on the date of the

agreement, of the site, if owned or acquired by the con-

tractor; and

"(2) provide a reasonable rate of interest on the

outstanding principal as determined under (1) above;

13 and

14

15

16

17

18

19

20

21 priated directly to the General Services Administration or

22 to any other agency of the Government and received by

23 said Administration for such purpose, may be utilized by the

24 Administrator of General Services to make payments be-

25 coming due from time to time from the United States as

"(3) reimburse the contractor for the cost of any

other obligations assumed by him under the contract,

including (but not limited to) payment of taxes, costs of

carrying appropriate insurance, and costs of repair and

maintenance if so assumed by the contractor.

"(c) Funds now or hereafter available for the payment

of rent and related charges for premises, whether appro-
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1 current charges in connection with agreements entered into

2 under authority of this section.

3 "(d) With respect to any interest in real property

4 acquired under the provisions of this section, the same shall

5 be subject to State and local taxes until title to the same

6 shall pass to the Government of the United States.

7 "(e) For the purpose of purchase contracts provided

8 for in this section for the erection by the contractor of build-

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

ings and improvements for the use of the United States, the

Administrator is authorized to enter into agreements with any

person, copartnership, corporation, or other public or private

entity, to effectuate any of the purposes of this section; and is

further authorized to bring about the development and im-

provement of any land owned by the United States and

under the control of the General Services Administration

including the demolition of obsolete and outmoded structures

situated thereon, by providing for the construction thereon

by others of such structures and facilities as shall be the

subject of the applicable purchase contracts, and by making

available such plans and specifications for the construction

of a public building thereon as the Government may pos-

sess: Provided, That projects heretofore approved pursuant

to the provisions of the Public Buildings Act of 1959, as

amended (40 U.S.C. 601 et seq.) , and in which no sub-

stantial change in scope has been made, may be constructed
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1 under authority of this section without further approval,

2 and the prospectuses submitted to obtain such approval shall

3 for all purposes be considered as prospectuses for the pur-

4 chase of space.

5 "(f) Except for previously approved prospectuses re-

6 ferred to in (e) above, no purchase contract shall be entered

7 into pursuant to the authority of this section until a pro-

8 spectus therefor has been submitted and approved in accord-

9 ance with section 8 of this Act.

10 "(g) No purchase contract shall be entered into under

11 the authority granted under this section after a period of

12 three full fiscal years from the date of enactment."

13 SEC. 6. Section 210 of the Federal Property and Ad-

14 ministrative Services Act of 1949, as amended (40 U.S.C.

15 490 ) , is further amended by (1) deleting the word "twenty"

16 in subsection 210 (h) (1) and inserting the word "thirty"

17 in lieu thereof; and (2) renumbering section 210 (h) (2) as

18 section 210 (h) (3) , and adding a new paragraph (2)

19 immediately after section 210 (h) (1) , as follows:

20 " (2 ) For the purpose of lease agreements providing for

21 the erection by the lessor of buildings and improvements for

22 the use of the United States, the Administrator may make

23 the property of the United States to be used as a site for

24 a public building (as defined in section 14 (1) of the Public

25 Buildings Act of 1959, as amended) available by sale to
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1 the lessor in such manner and upon such terms as the Ad-

2 ministrator deems appropriate to the best interest of the

3 United States, together with such plans and specifications

4 for the construction of a public building thereon as the

5 Government may possess: Provided, That projects heretofore

6 approved pursuant to the provisions of the Public Buildings

7 Act of 1959, as amended (40 U.S.C. 601 et seq.) , and in

8 which no substantial change in scope has been made, may

9 be constructed under the authority of this section 210 (h)

10 without further approval, and the prospectuses submitted to

11 obtain such approval shall, for all purposes, be considered as

12 prospectuses for the lease construction of space: Provided

13 further, That in order to utilize the authority granted under

14 this paragraph (2) with respect to such previously approved

15 projects, the Administrator must find that a purchase con-

16 tract as provided for in section 4 of the Public Buildings

17 Act of 1959, as amended herein, is not a feasible means of

18 providing the required space. Sections 202 and 203 of the

19 Federal Property and Administrative Services Act of 1949,

20 as amended (40 U.S.C. 483 and 484) , shall not be appli-

21 eable to property made available under this subsection. The

22 authority granted under this paragraph (2) shall be in

23 effect for a period of three full fiscal years from enactment

24 and not thereafter.

25 SEc. 7. The maIimum costs for projects heretofore

26 approved by resolutions of the Public Works Committees
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of the Senate and the House of Representatives, construc-

tion of which has not yet started, are hereby waived, and

the amounts so approved shall be considered as estimates

at the time of approval only.

SEc. 8. To carry out the provisions of the Public Build-

ings Amendments of 1971, the Administrator of General

Services shall issue such regulations as he deems necessary:

Provided, That such regulations shall be coordinated with

the Office of Management and Budget, and the rates estab-

lished by the A dministrator of General Services pursuant

to section 210 (j) (1) of the Federal Property and Admin-

istrative Services Act of 1949, as amended, shall be approved

by the Director of the Office of Management and Budget.

SEC. 9. Funds available to any .eligible agency may be

used to pay user charges established under sections 210 (j)

and (k) of the Federal Property and Administrative Serv-

ices Act of 1949, as amended.

SEC. 10. This Act shall become effective upon enact-

ment. The effective date of applying the rates to be charged

pursuant to the regulations to be issued under subsections

(j) (1) and (k) of section 210 of the Federal Property

and Administrative Services Act of 1949, as amended, shall

be as determined by the Administrator of General Services

but in any event shall not be later than the beginning of

the third full fiscal year subsequent to the enactment thereof.
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Senator GRAVEL. The purpose of these bills is to dispose of the
existing backlog in the construction of Federal buildings and to create
new procedures so that in the future Federal buildings may be com-
plete more quickly and economically than they are today.
As you may be aware, the backlog of the General Services Admin-

istration now contains some 63 unconstructed buildings. Each one
of these has been authorized by the Congress—some of them as long
as 10 years ago— but as of today, ground has not been broken. Taken
together, these pending projects represent a combined value of nearly
$1 billion.

It goes without saying that with the recent rate of inflation in the
construction industry, the delay in beginning these 63 buildings has
been costly to the public. It grows more costly each day.

Citizens and towns are forced to forfeit needed property tax rev-
enue while their land lies idle in the possession of the Federal Govern-
ment. Plans and designs for the buildings often become outmoded.
The Federal agencies, themselves, are forced to scatter their per-

sonnel around in rented offices; this is expensive not only because of
the rent paid to landlords, but because of the inefficiency which
results when an agency's staff is badly dispersed.
Perhaps worst of all, by not acting to break this backlog we leave

thousands unemployed who could have found jobs as part of an
aggressive Federal building program. That is hardly a sensible policy
in this period of economic difficulty.
So, there are valid grounds for ridding ourselves of this backlog

as quickly as possible. But it is also clear that if there is no change
in the method now used to fund these projects, we will accomplish
little more than transferring from one backlog to another.
Based on the average annual appropriation to GSA for building

since 1959—some $115 million per year—it would take 10 years to
clear up the present backlog alone, much less to keep abreast of the
new office needs of the Federal Government.
The GSA must come before Congress time and time again in order

to receive complete authorization and funding for a single Federal
office building. First, there is the authorization from this committee;
then there is the appropriation for design; then the funds for the
building's foundation; next the funds for the building, itself.

Often there is need for a supplemental appropriation, which in
turn necessitates a revision in the original authorization. In fact, I
understand that in some cases, it can require as many as seven trips
to the Congress for the GSA to construct one Government building.
The bills before us today propose to change that system.
First, under these bills, the entire cost of a building would be ap-

propriated in one sum. If this were (lone, many of the expensive
delays would be eliminated.

Next, the bills update several technical requirements in the Public
Buildings Act of 1959 in order to give the GSA more flexibility and
to allow the Public Works Committee to concentrate more on the
larger than the smaller problems in this area.

Third, the administration bill, S. 2479, would revive the Govern-
ment's purchase-contract program for 3 years in order to clear the
present backlog of unconstructed buildings. It is felt that although
this arrangement might cost more in the short run, it would more than
recover any temporary losses by reducing inflationary delay.
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Last, both bills would establish a new fund under the General
Services Administration to be devoted to the construction of Federal
buildings. To supply this fund with the cash that is needed to sustain
a continuing Federal building program, each department and agency
would be charged a rental equivalent by the USA to defray the cost
and depreciation of the office space it occupied. No longer would
the GSA budget contain the appropriations for office space of most
of the executive branch. Instead, each agency would be required to
include these rental costs in its own annual budget—a major step
in the direction of a performance budget.
Of course, the two Public Works Committees would still authorize

each building costing more than $500,000 and the Appropriations
Committees would continue to approve the use of funds on a building-
by-building basis. Congressional control would be fully retained.
But the existence of this fund would insure uniform funding of
buildings as they are authorized.

Needless to say, any legislation such as this has its side effects.
There is every reason to believe that once an agency had to account
for its office space in its own budget, that agency would be less im-
pulsive in its demands for room.
Under the present system, with the GSA paying the bill, the

agencies have little incentive to conserve. On the contrary, the trend
is for an agency to request more office space than it needs and then
to hoard it jealously.
This legislation has the potential of changing that situation. The

resulting savings could be considerable. According to the most recent
estimates, if we could reduce the space demands of the Federal
Government by only 1 percent—and that is a modest goal—there
would be an annual savings of more than $9 million.
Senator Boggs cannot be here. He has a statement which I will

insert in the record at this point.
(Senator Boggs' statement follows:)

STATEMENT OF HON. J. CALEB BOGGS, U.S. SENATOR FROM THE STATE OF
DELAWARE

Mr. Chairman, I regret I am not able to attend this afternoon's hearing, for I
had been looking forward to the opportunity to hear the testimony of Admin-
istrator Kunzig and the other witnesses. But, necessarily, I must be out of the
city during the hearing hour.
The bills under consideration, S. 1736 and S. 2479, are important ones. The

proposals seek to place the acquisition of office space for the Federal Government
on a more logical basis and to reduce dramatically the backlog of unbuilt Federal
buildings. This backlog, I understand, has now swelled to 63 structures approved
by the Congress but unfunded.
I am well aware of the impact on a city when a Federal building plan is dor-

mant. A new Federal building for the City of Wilmington, Delaware, was approved
by the Congress more than a decade ago, but the ground breaking did not occur
until May 17 of this year. I might add that the people of Delaware were delighted
that Administrator Kunzig was able to attend that ground-breaking ceremony.
The fact that the new Wilmington Federal Building has finally begun has been

a stimulant to the downtown redevelopment effort. I am sure that many buildings
remaining in the backlog will have similar beneficial impact on other cities once
construction begins.
As Administrator Kunzig knows, some Members of this Subcommittee have

expressed a strong reservation over any effort to reduce the backlog through a
procedure under which Federal buildings are constructed under a lease with the
developer retaining ownership of the building at the end of the lease period. Al-
though the Committee in recent years has approved several projects for lease-
construction, the Committee has done so with considerable reluctance.
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The argument against the leasing procedure has been what many of us believe

to be its exorbitant cost to the taxpayer. GSA figures show that leasing a building
can cost the Federal Government three times as much as the cost of a similar
facility built and financed entirely by the Federal Government. This is true even
when the interest costs to the Federal Government are included.
But we recognize that some financial assistance from the private sector is prob-

ably necessary if we are to reduce dramatically the backlog of authorized but
unbuilt facilities. Therefore, I was delighted when the Administration proposal,
S. 2479, included a provision permitting the lease-purchase of Federal buildings.
This is a procedure we must at least consider.
Under this procedure, the private sector would help to finance the construction

of Federal buildings, but the lease would stipulate that ownership must pass back
to the Federal Government at the end of the lease period. This is an important
concept as the useful life of these Federal buildings should be many years beyond
any leasing period.
But more significant than the leasing authority question is the provision in

both bills under construction that would create a revolving fund to finance future
public buildings. I am happy to be a cosponsor of this concept, as I believe it is
sound and workable. This provision would require Federal agencies in effect to
pay "rent" to the General Services Administration for office space. These rents
would, in turn, finance the maintenance and administration of existing facilities
and pay for the construction of new Federal office facilities. This appears to be
a wise approach to create a sustained program to meet the office needs of the
various Federal departments.
In closing, I want to compliment Mr. Kunzig on his excellent work at GSA,

and I am only sorry that I cannot attend the hearing. I shall read the testimony
carefully, as I know it will be of great assistance to our Subcommittee in our
consideration of these important bills.

Senator GRAVEL. Also, Senator Weicker has been delayed on the
floor. He will be here shortly.
I would like to welcome at this time our first witness, Mr. Robert L.

Kunzig.
Mr. Kunzig, will you introduce your associates?

STATEMENT OF HON. ROBERT L. KUNZIG, ADMINISTRATOR, GEN-
ERAL SERVICES ADMINISTRATION, ACCOMPANIED BY ARTHUR
F. SAMPSON, COMMISSIONER OF PUBLIC BUILDINGS SERVICE
AND LYNN JOHNSON, CONSULTANT TO THE ADMINISTRATOR

Mr. KUNZIG. On my right is Arthur Sampson, Commissioner of
the Public Building Service.
On my left is Lynn Johnson, formerly our head of administration,

now a special consultant.
Mr. Chairman, every so often in this life of a Federal agency, an

event occurs or a proposal arises that catches the attention, the sup-
port, and even the excitement of the entire organization. Suddenly,
there is a common recognition among the officers and employees of
the agency that there is hope for a radical improvement in the way
they are permitted to serve the Government of the United States and
its people.
That is the situation prevailing in GSA right now, and in our Public

Buildings Service. All of us know first hand the frustration and delay
inherent in the present system of financing our public buildings
operations. All of us labor every day under the burden of a backlog
in congressionally approved Federal construction that now approaches
the staggering figure of $1 billion.

All of us know that the Public Buildings Amendments of 1971
(S. 2479) will resolve these problems to the great benefit of both the
Federal agencies who use our Government buildings and the people
who rely on their services.
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That is why we are especially grateful to you, Mr. Chairman, and

to Senator Jordan who have led the way in introducing buildings
funds proposals in the past. We are also greatful to Senators Cooper
and Weicker for introducing the administration bill, S. 2479, which
takes much of its substance from your previous proposals.
In addition to the generous support that this legislation has received

from the chairman and members of your subcommittee, it has also
enjoyed a warm reception from members on both sides of the aisle
who want to see the Government's building program strengthened
and improved.
I want to emphasize that I am not here to promote any particular

bill number, but to endorse a concept that has tremendous potential
for building buildings faster and saving money for the Government.

There is more to the concept than building alone. There is deter-
mination to clean up the backlog of approved and unfunded building
now so that the backlog cannot encumber full implementation of the
fund.
Only S. 2479 contains what I believe are essential antibacklog

provisions.
At this point, we would like to submit for the record this chart

showing all the similarities and differences between S. 1736 and S. 2479.
(The chart referred to follows:)

COMPARISON OF S. 2479 (GSA ITEM No. 1) AND S. 1736 (GRAVEL)
S. 2479 S. 1736

Section 1 Title: "Public Buildings Same.
Amendments of 1971."

Section 2 Public Buildings Act amend-
ments:
(1) Increases minimum alteration or Same.

acquisition cost requiring committee
approval from $200,000 to $500,000
(Sec. 4(b)).
(2) Increases cost of construction, Same.

acquisition or alteration which require
prospectuses to $500,000 (Sec. 7(a)).
(3) Deletes provision relating to re- Same.

scinding approvals (Sec. 7(a)).
(4) Deletes "maximum" to eliminate Same.

the limit of cost plus 10 percent of
prospectus estimate (Sec. 7(a)).
(5) Repeals provisions relating to Same.

10 percent escalation of prospectus
estimate, committee recision of approval,
and limitation of number of approved
projects (Sec. 7 (b) (c) (d)).
(6) Requires AdminiFtrator to sub- Same.

mit pi ospectuses to Congress after
completion of community surveys of
Federal building needs (Sec. 12).
(7) Technical amendments conform- Same.

ing to (5) above (Sec. 11 and 12).
No similar provision. (8) Includes "Federal parking facili-

ties" and "parking areas" within the
definition of "public buildings" (Sec.
13(1)).

No similar provision. (9) Defines "Federal parking facili-
ties" and "parking areas" (Sec. 13).

Section 3. Amendments to Federal
Property and Administrative Services
Act of 1949, Section 210(f):
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COMPARISON OF S. 2479 (GSA ITEM No.

,S. 2479
Establishes Federal building fund on

date to be determined by the Admin-
istrator.

Provides for the Fund to consist of:
User charges made pursuant to sub-

-;ection(j) (1).
Proceeds from outleasing of building

,ites and sale of sites and designs.
Receipts from carriers and others for

loss of, or damage to fund property.
Unexpended balances of Buildings

Management Fund.
Unexpended balances of Construction

Services Fund.
Unexpended balances of the following

appropriations:
(a) "Repair and improvement of

Public Buildings."
(b) "Construction, Public Build-

ings Projects."
(c) "Site and Expenses, Public

Buildings Projects."
(d) "Construction, Federal Office

Building Number 7, Washington,
D.C."

(e) "Additional Court Facilities."
No provision.

No provision.

No provision.

(Transfers the above appropriations
made for any year prior to establish-
ment of the fund.)

Advances appropriated to the fund
to be repaid with interest within 30
years. So are construction appropria-
tions made after July 31, 1971.
No similar provision.

Provides for expenditures from the
fund for real property management and
related activities as specified in appro-
priation acts. Authorization for capital
may be without fiscal year limitations.
No provision.

Authorizes deposits to miscellaneous
receipts.

Authorizes GSA to provide special
services on reimbursable basis.
No provision.

Sec. 4 Amendment to Sec. 210 of the
Federal Property and Administrative
Services Act.
Add a new subsection (j) to authorize

user charges for space and services at
approximately commercial rates except
for alteration charges which would re-
cover the approximate cost. The Direc-
tor of OMB could exempt activities
from the charges if he found them un-
feasible or impractical.

1) AND S. 1736 (GRAvEL)—Continued

S. 1736
Authorizes Secretary of the Treasury

to establish Federal buildings fund.

Provides for thfa Fund to consist of:
Same.

No similar provisions.

Similar provisions.

Same.

Same.

Same.

Same.

Same.

No provision.

Same.
(f) "Operating Expenses, Public

Buildings Service."
(g) "Payments, Public Buildings

Purchase Contracts."
(h) "Expenses, United States Court

Facilities."
(Transfers the above appropriations

for 1970 Act and prior years.)

Sums appropriated to the fund.

Estimated fair market value of Gov-
ernment facilities and buildings in GSA
active inventory.

Similar except that construction, ac-
quisition and alteration projects paid
from the fund would not require an
appropriation if less than $500,000.

Provides separate accounting of park-
ing revenues.
No provision.

No provision.

Requires submission of annual budget
under 31 U.S.C. 847.

Similar except that charges would be
based upon cost and reserves for replace-
ment and expansion and contains no
provision for exemptions.



COMPARISON OF S. 2479 (GSA ITEM No. 1) AND S. 1736 (GRAvEL)—Continued

,S. 2479
Add four clauses (j) (2)—(5) author-

izing alteration of Federal buildings,
maintenance operation and protection
of Federal buildings, rental of space in
D.C., and various facilities for the
Secret Service. These provisions form-
erly were contained in the annual
appropriations.
No provision.

Adds a new subsection to authorize
other agencies furnishing space and
services to charge for them at the rates
approved by the Administrator and the
Director of OMB. Funds would be
credited to the appropriation charged
and any excess overcosts would go to
miscellaneous receipts unless otherwise
authorized by law.

Adds a subsection (1) defining "eli-
gible agency" and "real property
management and related activities."

Sec. 5 amends the Public Building
Act of 1959 to authorize lease purchase
contracts for installment payments
for 10 to 30 years at rates based on
cost of site, if owned by contractor, and
improvements, a reasonable rate of
interest and any other costs assumed by
the contractor.

Rental charges could be used for pay-
ments under the purchase contracts.
The property would be subject to state
and local taxation until passage of title.

Conveyance of plans and use of
Federal sites is authorized.

Previously approved prospectuses
without substantial change in scope
would be considered approved for lease
purchase construction.
The authority to enter the contracts

is limited to three years.
Section 6. Amends the Federal Prop-

erty and Administrative Services Act
of 1949.

Increases the maximum term of
leases from 20 to 30 years.

Authorizes the sale of United States
owned sites and plans for the lease-
construction of buildings if the Ad-
ministrator finds that lease purchase is
not feasible.

Authority is limited to three years.
Section 7. Waives the maximum

costs on projects approved by Congress
but not yet started.

Section 8. Requires coordination of
regulations and approval of rates by
Director of OMB.

Section 9. Authorizes use of any
available funds of eligible agencies for
user charges.

Section 10. Effective date of the act
is immediately with user charges effec-
tive at the determination of the Ad-
ministrator not later than the beginning
of the third fiscal year after enactment.
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S. 1736
Same.

Authorizes operation of Federal park-
ing facilities and parking areas.

Similar except that the rates would
be set by the head of the agency furnish-
ing the space or service and replacement
and expansion charges would go to the
Public Building Fund.

Same.

No comparable provisions.

No comparable provisions.

No comparable

No comparable

No comparable

provisions.

provisions.

provisions.

Effective immediately with user
charges effective at beginning of second
fiscal year subsequent to enactment.

A
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Mr. KuNziG. Mr. Chairman, 3 months ago, it was my pleasure toappear before the House Public Works Committee's Investigationsand Oversight Subcommittee, and to discuss in detail the broad ad-ministrative reforms I have inaugurated in the Public BuildingsService since becoming Administrator of General Services in Marchof 1969.
With your permission, I would like to submit a copy of this testi-mony for the record.
Senator GRAVEL. Without objection, it will be placed in the recordat this point.
(The statement referred to follows:)

STATEMENT OF ROBERT L. KUNZIG, ADMINISTRATOR, U.S. GENERAL SERVICESADMINISTRATION, BEFORE SUBCOMMITTEE ON INVESTIGATIONS AND OVERSIGHT,COMMITTEE ON PUBLIC WORKS, U.S. HOUSE OF REPRESENTATIVES, JUNE 22,1971

Mr. Chairman and members of the subcommittee, I do appreciate the oppor-tunity to appear before the Subcommittee today to discuss a problem that hashad my full personal attention throughout my 20 years in government and espe-cially throughout the two years I have been privileged to serve as Administratorof General Services. At the very beginning of my statement, I want to offer you,Mr. Chairman, and all the members of the Subcommittee, my compliments andrespectful encouragement. To my knowledge, no Congressional Subcommitteehas ever undertaken a study of red tape and delay of the breadth and depth thatyou have. Your hearings are already contributing to improvements in the opera-tions and management of GSA and other agencies. Here in the Congress, youhave started the ball rolling. You are entitled to the full cooperation of execu-tives throughout the Government, and you shall most certainly continue to havethat cooperation from all of us at GSA.
The principal GSA function within the jurisdiction of the Public Works Com-mittee is, of course, the construction and management of public buildings. Thatfunction is located organizationally in GSA's Public Buildings Service. To giveyou some idea of the range and magnitude of its mission, I should tell you thatPBS is presently managing more than $400 million of federal construction, repair,or improvement projects throughout the fifty states. More than 25,000 employeesstaff the Public Buildings Service, and at any given time, they are engaged insupervising the work of hundreds of contractors, thousands of subcontractors,and tens of thousands of building tradesmen, maintenance personnel, and others.The overall PBS budget is very close to 700 million dollars this year, and theamount of space assigned by PBS including both federally owned and leasedspace, is a staggering 220 million square feet to provide working space and fa-cilities for 820,000 federal employees.
With these figures as a background—and speaking strictly in a managementrather than a partisan, political sense—let me tell you that when I first came toGSA, the Public Buildings Service was an amorphous mass of poorly managed,undisciplined, overlapping little autocracies that seemed to run themselveswithout any particular relationship to each other—or to the Administrator. Tosay the least, PBS was hide-bound in molasses—slow, uncoordinated, drifting fromproblem to problem. The absence of good management techniques, combined witha set of anachronistic statutory and regulatory procedures, had simply stultifiedthe place and many of its people.
That is why, Mr. Chairman, I am so grateful for your invitation to discuss whatwe at GSA are doing about the problem and what you in the Congress can doabout it.
Once I had prevailed upon Arthur Sampson, a manager of extraordinary skilland insight, to head PBS as Commissioner, I charged him to begin immediatelyto remold PBS into a vital, good-business-oriented organization. Change does notcome quickly or easily in an organization like PBS, but we are proud to say thatwe have done more to alter its structure and management during the past twoyears than was done in all its previous history.
Much of the red tape and delay we have discovered in PBS—and I will go intothat delay in detail further on in my testimony—was caused by bad management.By and large, management is a problem we can do something about—and havebeen doing something about—without Congressional assistance. However, even
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if PBS had the management talent and organizational virtue of the most successful
private business, we would still need a substantial Congressional assist to eliminate
some major causes of delay. I am here today to tell you what we know is wrong
about the public building process that we can change on our own—and to request
the help of the Congress in changing the things we know are wrong, but cannot
remedy alone.

IMPROVING MANAGEMENT

The sweeping studies we have conducted with an eye toward making things
happen faster at PBS have left no stone unturned. From the apparently simple
routine of handling building-related correspondence to the obviously complex
financial planning for the next decade's federal office space needs—we have probed,
discovered, analyzed, and ordered change.

I might add at this point, that I have personally conducted courses on cor-
respondence management, follow-up action, and work flow.
An early step in our revitalization of PBS management was the establishment

of the Office of the Executive Director, PBS, a clearing house for long-range
policy formulation, budgetary planning, and overall management supervision.
Another was the creation of an Office of Operational Planning to factor into our
management the new and major responsibilities imposed on us by recent statutes
and Executive Orders dealing with environmental protection, socio-economic
influences of site selections and lease locations, relocation assistance, etc. We
have also brought talented new managers to seven of the eight principal posi-
tions in the Public Buildings Service, youthful and dynamic individuals who
pursue better performance with a passion, and welcome change as a partner in
their quest. In simple words, we have taken an organization of 25,000 that had
no top management when we took it over, and given it a new direction.
I should hasten to point out that our battle to reform PBS has not been a

battle against people. It has been a battle against time. For time is money in
the construction field as in no other. With escalation of construction costs in
recent years averaging about 12% per year, the cost of delay is astronomical. The
American taxpayer can ill afford to see his tax dollar eaten up, dime by dime, as
building projects become bogged down in bureaucratic or statutory red tape.

Let there be no doubt about it; the escalation of time-related costs is the single
greatest problem of the building industry today. The near-vertical rate of cost
increases has pushed the graph lines of the best indices right off the charts. Yet,
while private industry could attempt to meet the problem head on by adopting
new techniques to reduce design and construction time, GSA could not. Statu-
tory, budgetary, and management problems stood in the way. Here is a graphic
presentation that makes the point: Chart #1 (p. 35) shows the difference between the
average time GSA has required to design and construct a ten million dollar office
building and the average time it takes private industry to do the same . . . an
almost unbelievable 35 months spread across preliminary, design and review,
and construction stages. When costs of construction are escalating at a rate of
approximately 1% of the total each month, that difference means that the Gov-
ernment pays 35% more than private industry for the same building. That 35%
loss does not take into account what could be saved by terminating at least 35
months earlier--nor does it reflect other potential savings in employee efficiency,
etc.

Here are some of the things we have been doing specifically, in a management
sense, since I became GSA Administrator, to shrink that difference.

1. We have affected a reduction in the design time for a building. We have
reduced project design time by 25-50 percent on selected projects by accelerated
negotiation procedures, shorter review times, reduction in the number of archi-
tect/engineer submissions, reviews in architect's offices, and greater insistence on
establishing and meeting schedules.

2. We have reduced construction completion time approximately 25% in many
cases through the use of alternate completion times for construction contracts
and through quicker construction decisions by Government personnel.

3. We have reduced architect-engineer contract negotiations and award time
by 50%. These negotiations are now accomplished within 30 days on the average,
instead of 60 days as before.

4. We have cut back drastically the volume of "technical design criteria" we
impose upon our architects and engineers. We have cut out 50% of these detailed
technical instructions, allowing new operating economies for our architect-
engineers, economies we will insist be passed on to the government.

5. We have increased the authority of our construction personnel in the field
to permit them to approve change orders up to $5,000 per order (up from $1,000
per order), minimizing on-site delays.
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6. We have initiated a program to cross-train Government design and construc-tion personnel, to improve their expertise, and to provide greater flexibility inusing our man-power.
7. We have appointed engineers to Public Advisory Architectural Panels topermit closer working relationships between architects and engineers.These internal management improvements are only the beginning, we aredoing more every day. Right now we are moving to make greater use of computersfor scheduling and reporting, as well as for architectural, structural, mechanical,and other technical functions. Electronic data processing is the key to our manage-ment information system. I ordered that system implemented on a ci ash basisshortly after I became Administrator I had been appalled to discover that therewas no central index to the status of our building projects. If a member of Congresscalled to inquire about the status of our building project in his district, we wererequired to check at least seven separate sources before we could give him ananswer. That took days and sometimes weeks. I am proud to say that all of thathas changed.
Perhaps the single most significant management tool we have employed instudying our public buildings process has been the Life Cycle Management,Model. It has helped us identify every area of delay, every opportunity for im-provement. The model is a step-by-step compendium of every action required toproduce a federal building, from concept to occupancy. This is a copy of the Model,Mr. Chairman; it very much resembles a large city's telephone directory in sizeand bulk. You can imagine the howling and agonizing that went on as we requiredeach employee to account in writing for each action he takes, how long it takes,how much it costs the taxpayer. But all the pain was worth it, for the productionand study of this model has revealed every bureaucratic inefficiency, everyduplication of effort, and every lack of coordination that exists in the publicbuildings process. It has confirmed some of our suspicions of poor management,and provided us new insights as well.
Through study of the model, for instance, we have concluded that the way wehave been planning and executing federal building projects—planning a step,starting it and finishing it, then moving on to the next step—has locked in delay.We have been doing things consecutively or in sequence, that could be done con-currently. Here's an example: We have been insisting upon completion of theentire design for a building before we award any construction contract. To over-simplify: No shovel of earth is turned for the foundation before we know whatcolor the walls on the sixth floor will be! Phasing our construction—that is,beginning step two at an appropriate moment before step one is completed—canhelp to pare down processing and building time. Just how much this overlappingof steps can cut down on .delay is illustrated by the examples in Charts 2, 3, and 4.Mr. Chairman, I am pleased to report that I have ordered maximum use ofphased construction on appropriate public buildings projects. We are alreadysaving substantial amounts of time—and money—by phasing, but if we had thefunds—and the authority to spend them as a prudent private developer would—I could order that basic drawings be put into construction just as soon as theywere completed, rather than waiting for completion of every design detail. Wewould no longer have to let project contracts in one package, no longer hold upthe whole project because of a design problem with just one aspect. The savingswould be dramatic.
Another deficiency our Life Cycle Model pointed up was fractionalized manage-ment of individual projects within PBS. No one person was responsible for thecompletion of a given project. No one person had the authority to resolve conflictsas they arose, to direct all the technical activity—to expedite the job. In short,we had ships without captains. That meant lack of familiarity with the user'sneeds in the planning stages, difficulty in policing the standards of work of con-sultants and contractors, no overall control of planning, budgeting, and timingof the project. It also meant lengthy delays. Thus, I have ordered full imple-mentation of the "Project Manager" concept in our major construction projects.The "project manager" has sole and sweeping authority to keep our internal—decision—making swift and flexible, from the initial planning right on through,The PBS project manager will often be working with a new professional con-struction officer from outside PBS, the "Construction Manager." The Construc-tion Manager is relatively new, even to private industry. He is, in effect, thechief field executive, exercising the technical and business expertise of the generalcontractor and the authority for a complete professional overview of the project.We will begin to implement the "Construction Manager" approach on a limitedbasis in the very near future, and we expect that it, too, will accomplish substan-tial time and money savings.
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IMPROVING THE LAW AND CONGRESSIONAL OVERSIGHT

Mr. Chairman, I have traced our studies, our conclusions, our improvements
in internal management, but thus far I have made no mention of the wholesale
legal and legislative reforms we believe essential to cutting red tape and delay.
I should emphasize that nothing I shall say is intended to reflect unfavorably on
any Committee of the Congress involved in the authorization or funding of public
buildings projects. Within the present framework, we enjoy splendid cooperation
and assistance from the Public Works, Government Operations, and Appropri-
ations Committees of both Houses. Yet there is no escaping the fact that some
substantial Congressional reforms are an essential complement to the substantial
management reforms we are already implementing.
Reform of building financing is one of the biggest challenges. Right now, we

are required to seek many separate appropriations and maintain many separate
accounts for separate aspects of the construction of a single public building. For
instance, we may have to start by seeking funds for a feasibility study of the
project. Then, maybe two years later, we have to come back to the Congress
with a request for an appropriation to buy the site and pay the architect's fees.
Often, we must request funds to begin work on the substructure (foundation).
In some cases, we have had to do that in two separate phases. Then we come back
to the Congress again for superstructure money. All the while, we are encoun-
ering new delays, and building costs keep rising. So we often have to return for
more money to supplement what has already been appropriated. Each request
means more delay, for the Appropriations Committees need time to consider our
requests, to assess priorities, to move an appropriations bill through the Congress.
Nevertheless each time we have to come to the Congress for more money, the
request and the Congressional consideration contribute mightily to delays in
construction, even though we seek funds only for buildings that have already
received careful Congressional study and approval in the Public Works Com-
mittees.
The obvious solution is a single appropriation for all the costs of acquiring a

site, designing the building, constructing the building, and managing and inspect-
ing the construction. Such a consolidated appropriation would expedite construc-
tion, permit earlier termination of leases and resultant savings in rental costs,
eliminate multiple requests for increases in prospectus cost limits, permit a more
orderly funding process, and reduce the number of requests for additional appro-
priations for previously authorized and funded projects.
In short, one-shot appropriations would permit us to exploit better internal

management techniques. Just as important, one-shot appropriations would also
permit us to exploit good building market opportunities—to defer or speed up
contracting as market prices indicate. We would, for the first time, be able to
exercise the same market-oriented judgment in letting contracts that private
developers do. On the speed-up side alone, savings could be enormous in a market
that shows costs moving upward at 1% a month or more. If we are ever to reduce
public building construction time to a level that approaches private sector con-
struction time, total project funding must be available early in the life cycle of
our projects.
The logical complement to one-shot appropriations is financing the acquisition,

construction, alteration, maintenance, operation, and protection of public build-
ings through a single fund.
To implement the single fund approach we would have to:

(1) amend the Property Act to establish a special fund, "the Federal
Buildings Fund", to finance all of GSA's public buildings activities;
(2) authorize the Administrator of GSA to charge rent for the provision

of space and related services to other agencies, and
(3) permit long-term lease purchase or lease construction.

All of these proposals are receiving active and sympathetic review within the
Administration at this very moment. Let me emphasize that, while our proposals
will give GSA a good deal more administrative flexibility, they will maintain
essential Congressional control over the buildings authorization and spending
process. There would be no change in the present prospectus approval requirement,
no change whatever. In addition, GSA would be required, just as at present, to
submit an annual budget to the Congress for review. The Congress would con-
tinue to impose spending limitations.

Permit me to go into our proposals in a little more detail. Generally, they
would require Government agencies to pay for the cost of space they occupy,
rather than get it free of charge as at present. Such rental charges would be
consistent with the performance budgeting concept that requires total program
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costs of an agency to be reflected in that agency's budget estimates and financial
accounts. In other words, for the first time the Congress and the people would
know the true costs of operating every federal agency. Rents would be deposited
into the Federal Buildings Fund, and subject to appropriate Executive Branch
and Congressional control, GSA would be able to tap the assets of the Fund to
finance the Congressionally authorized public buildings program. The operational
flexibility the Fund would permit could save months, or even years in certain
projects.
The second time-saving feature of these proposals is the use of certain leasing

devices as stop-gap expedients. The history of GSA's Federal construction ap-
propriations shows that we have been able to average appropriations totaling
only $115 million per fiscal year since 1959. We now have a backlog of urgently
needed and authorized projects that exceeds $1 billion. All things being equal, this
backlog could not be liquidated in less than 10 years at that average rate of ap-
propriations. We are talking about space required for law enforcement, health,
environmental, and other social purpose Federal agencies. Without this urgently
needed modern office space, these agencies continue to opetate inefficiently,
penalizing the taxpayer many millions of dollars in wasted time and compromising
the delivery to him of the services he wants, needs, and pays dearly for.
The Administrator of General Services should be able to employ every device,

tool, and technique commonly in use by private industry in managing the Gov-
ernment's buildings and space needs. Lease-purchase is one of those tools.

Mr. Chairman, my statement would be incomplete if I failed to note the po-
tential impact of recent legislation upon the time required to construct Federal
buildings. The National Environmental Policy Act and the Uniform Relocation
Assistance Act will both add time and money to the public buildings formula.
If not completely integrated into a phased construction system, requirements
under the Environment Policy Act could add as much as 160 days to the time
required to construct a new building.
The Uniform Relocation Assistance Act is already adding to delays in the

acquisition of public buildings sites and in construction starts. We have encoun-
tered our first serious problem under the Act within the past two months in West
Palm Beach, Florida. There, we managed somehow to accommodate both the
replacement housing needs of persons dwelling on our Federal Building site, and
our own need to make contract awards immediately, with relatively short delay.
But there was delay. We do not expect that every relocation problem will permit
the time-saving approach we took in West Palm Beach.

Please do not misunderstand: we are committed to full and willing compliance
with the environmental and relocation statutes. Yet, there can be no doubting
that they will become critical factors in public buildings delays unless we can
factor them into our overall management scheme.
To the challenge that these new statutes—and all of the other complications

I have mentioned—present, GSA will, I assure you, respond in positive fashion.
We are determined to root out unnecessary delays. We feel sure that the Congress
will not fail to assist us.
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APPENDIX: CHART EXPLANATION MATERIAL

(Chart #2) Two recently completed projects were chosen—one in the east and
one in the midwest—and compared with GSA's average project delivery time
for a $13 million project. Both of the project bids came in very close to $13 million,
and they were completed within 16 months of each other so that a fairly accurate
comparison with known performance can be made.
The average project delivery time for a $13 million GSA project has been 67

months. Project delivery time starts after the appropriation of design and site
money and conlcudes at occupancy. This time performance for project delivery
was 62 months for the midwest project. This betters the average of 67 by five
months. For the eastern project, the delivery time was 94 months. This is 27
months more than our average. (Chart #3)
Now, for comparison purposes, we have estimated what could have been done

with three basic bid packages. Without reducing the time parameters in any
manner, these functions were overlapped with each other at the logical places
where they would not have disrupted the design and construction procedure.
Had the functions for these projects actually been overlapped in this manner, the
midwest project delivery time would have been reduced by 33 months. (Chart #4)
Using the same phasing procedure, the eastern project delivery time would have
been reduced by 54 months.

Mr. KUNZIG. Briefly stated, the Public Buildings Amendments
of 1971 (S. 2479) will establish a public buildings fund into which
will be deposited user charges or "rents" collected from all Federal
departments and agencies using space in GSA-operated buildings,
and from which will be drawn the funds to finance the construction
and operation of Government buildings.

Just as important, the bill will also permit a 3-year crash program
for the construction of more than 60 public buildings already author-
ized by the Congress, but unfunded in whole or in part.
To permit the execution of this crash program without jeopardizing

present economic and budgetary planning, the bill would authorize
the purchase of Federal buildings over a period of years through a
purchase-contract arrangement. Purchase-contracting closely tracks
the now dormant lease-purchase authority your committee extended
to GSA during the years just following the Korean war. At that time,
there was a similar backlog, and similar fiscal restraints were in
order.

Finally, S. 2479 will preserve basic congressional control over the
building authorization and spending process, while permitting
necessary administrative flexibility.
I want to emphasize from the start that the Public Buildings

Amendments of 1971 contemplate no change—and I want to empha-
size, no change—in the present requirement that the House and
Senate Public Works Committees approve buildings prospectuses.
In addition, GSA would be required, as at present, to submit annual

budget requests to the House and Senate Appropriations Committees.
Thus, the Congress would continue to approve construction on a
building-by-building basis, and to impose spending limitations.
With you permission, I should like to address the two great public

building problems of the moment in some detail.

REFORM OF BUILDINGS FINANCING

Reform of the way we finance public buildings is certainly the most
significant problem facing the Public Buildings Service today. I want
to emphasize that nothing I shall say is intended to reflect unfavorably
on any committee of the Congress involved in the authorization or
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funding of public buildings projects. Within the present framework,
we enjoy the splendid cooperation and assistance of the Public Works,
Government operations, and Appropriations Committees of both
Houses.
Yet, at present, we are required to seek many separate appropria-

tions and maintain many separate accounts for separate aspects of
the construction of a single public building, just as you said, yourself,
a few moments ago.
For instance, we may have to start by seeking funds for a feasibility,

study of the project; then, once we have gained approval of the build-
ing prospectus, maybe 2 years later, we have to come back to the
Congress with a request for an appropriation to buy the site and pay
the architect's fees.

Often, we must request funds to begin work only on the sub-
structure—foundation. In some cases, we have had to do that in two
separate phases. Then we come back to the Congress again for super-
structure money. All the while, we are encountering new delays, and
building costs keep rising.
So, we often have to return for more money to supplement what has

already been appropriated. Each request means more delay, for it
takes time to consider our requests, to assess priorities, to move an
appropriations bill through the Congress.

Nevertheless, each time we request more money, our request,
itself, and its consideration contribute mightily to delays in construc-
tion, even though we seek funds only for buildings that have already
received careful congressional study and approval in the Public Works
Committees.
And in the construction of buildings where each month of delay adds

1 percent or more to the cost, wasted time is indeed wasted money.
The ideal solution is a single congressional approval for all the costs

of acquiring a site, designing and constructing a building. Such
consolidated "appropriation" would expedite the construction, permit
earlier termination of leases with resultant savings in rental costs,
and eliminate requests for supplemental appropriations. In short,
one-shot funding would permit us to do our job faster and more
economically.

Just as important, one-shot funding would also permit us to exploit
good market opportunities—to defer or speed up contracting as market
prices indicate. We would, for the first time, be able to exercise the
same market-oriented judgment in letting contracts that private
developers do.

Right now, it takes us as long as 7 years to construct a building
private industry can construct in 2 or 23 years. If we are ever to
reduce public building construction time to a level that approaches
private sector construction time, total project funding must be avail-
able early in the life cycle of our project.
The logical mechanism for one-shot funding is a building fund to

finance the acquisition, construction, alteration, maintenance, opera-
tion, and protection of all public buildings.
S. 2479 would require Government departments and agencies to

pay user charges or "rent" for the space they occupy in GSA-operated
buildings, rather than get it free of charge as at present. Rents would
be deposited into the buildings fund; and subject to appropriate
executive branch and congressional controls, GSA would be able to
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use the assets of the fund to finance the congressionally authorized
public buildings program. The operational flexibility inherent in the
fund would save months and even years in many construction projects.
But it would do more. It would give the Congress and the public

their first true picture of what it really costs to maintain any given
Government program. It would also promote more efficient, more
economical use of space by Government agencies.
At present, GSA assigns more than 220 million square feet of office,

warehouse, and other Government space, and provides related real
property service to more than 820,000 Federal employees.
Funds necessary to pay for this space and these services are ap-

propriated almost exclusively to GSA. In fiscal year 1971, our Public
Building Service obligated almost $660 million. All of this $660 million
was budgeted to GSA, even though it was spent to support hundreds
of Federal programs in virtually every Government department and
agency.
Budgeting the cost of furnishing all of this space to GSA is both

illogical and inconsistent with the program budgeting concept that
prevails elsewhere throughout the Government. To see just how
illogical and how inconsistent with Government-wide policy the
present system really is, all you need to do is imagine budgeting the
entire Federal payroll to the Civil Service Commission.
We believe that S. 2479 will also result in substantial economies and

efficiencies in the use of space in Government buildings. Agencies and
departments that do not pay for space have no incentive to conserve
space. As a matter of fact, when space is provided free, agencies and
departments are more likely to request more space than they really
need. And when their space requirements in a given location diminish,
they are less likely to give up the excess space than they would be if
they were charged for it.
Making agencies accountable for the space they use will, we believe,

cause them to use less. GSA controls over 220 million square feet of
space. The average commercial equivalent for such space is $4.20 per
square foot. Therefore, a mere 1 percent reduction in overall space
needs of Government agencies would result in a space cutback of 2.2
million square feet—and annual savings of $9.2 million.
I would not be surprised if the imposition of user charges upon

Federal departments and agencies resulted in even more substantial
space reductions and savings.

PURCHASE-CONTRACTING FOR GOVERNMENT BUILDINGS

Mr. Chairman, I have already mentioned the staggering backlog in
congressionally approved but unfunded Federal building projects.
That backlog constitutes the second great problem confronting our
Public Building Service. Throughout the Nation, the needs of our
health, law enforcement, environmental, and other Federal agencies
for efficient, modern facilities, are going unmet. Agencies continue to
operate inefficient and, in some cases, obsolete buildings.
To the extent that they do, the taxpayer is penalized many millions

of dollars in wasted employee time. He is also shortchanged in the
delivery to him of the Government services he wants, needs, and
pays dearly for.
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In addition, each passing day erodes the value of $13.6 million hehas invested in the purchase of sites and $12.4 million he has investedin designs for 50 buildings already approved by your committee.
The history of GSA's construction appropriations since fiscal year

1959 shows that we have been able to average only $115 million peryear for new construction. At that rate, if we were to work exclusivelyon overcoming the present backlog—giving no attention to new
requirements as they arose—it would take us 10 years to constructbuildings you have already authorized.
Mr. Chairman, we need those buildings now. On the other hand,we are in a period when fiscal restraint is the order of the day, and

hope for a $1 billion appropriation in this or the next few fiscal years
would indeed be wishful thinking.
The purchase-contract provisions of S. 2479 are an attempt toreconcile the urgent need for Federal facilities with today's economicconditions. We are asking for purchase-contracting of Federal build-ings as a stopgap expedient. We are so convinced that purchase-contracting will help eliminate the backlog in a very short time,

that we are asking for this authority for only 3 years. I emphasize,
for only 3 years.
Our short-term request is, in fact, a pledge that we can and willbeat the backlog as we move to full implementation of the public

buildings fund.
The purchase-contract authority we propose would permit GSA to

make regular payments over a period of from 10 to 30 years, toentrepreneurs who would finance and construct buildings that meet
our specifications. At the end of the contract term, title to the build-ing would vest in the United States.
During the contract term, a purchase-contract building would

remain on the local tax rolls, helping to ease the burdens of the
Federal presence upon the local community.
There can be no doubt that purchase-contracting for Federal

construction projects will increase the total dollars GSA pays out for
any specific building. Nevertheless, an analysis of purchase-
contracting that takes into account the present value of dollars
expended, national spending priorities, and the urgency of the need
for these facilities, convinces me that any additional costs to the
Government, spread over a 10-year to 30-year period, would be
reasonable and warranted.
In weighing the total cost of homeownership under a mortgage,

the prospective home buyer considers many factors, including the
the amount of capital available to him, alternative uses for his
capital—including the education of his children and the purchase
of health care, transportation, and other services for his family—
and the urgency of his housing needs.
In the same way, I believe that it is appropriate for the Federal

Government to consider its overall needs in finding a way to get
our public building projects underway now.
S. 2479 would, in certain limited situations, also permit the lease-

construction of Federal buildings already authorized but not yet
funded. We are proposing lease-construction only as a last resort.

S. 2479 contains an implicit preference for the direct Federal
construction of Federal buildings. In order to permit us to eliminatethe existing backlog, it also contains an explicit, secondary pref-
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erence for purchase-contracting. Lease-contruction is a remote
alternative, available only when Federal construction and purchase-
contracting are not feasible.
For almost all of our backlog buildings, the Government already

owns the site and possesses a complete set of design and construction
plans. Under specified circumstances, the bill would permit the sale
of these sites and plans to entrepreneurs who would construct the
building to our specifications on the sites we have selected, then
lease the buildings back to the Government for a term up to 30
years.
Mr. Chairman, I have reached the conclusion of my prepared

remarks.
Commissioner Sampson, Mr. Johnson, and I will be pleased to

answer any questions the subcommittee may have.
There is one final point I wish to stress. Conventional, Executive,

and congressional controls are preserved or provided for in this bill—
the Public Works Committee of the Senate and House will continue
to receive and consider prospectuses, and the Appropriations Com-
mittee will control the use of funds generated by the user charges.
At no expense in congressional controls, your subcommittee and

the Congress can provide a vastly improved system of public buildings
financing.
I urge you to report the public buildings amendments of 1971 for

further favorable action by the Committee on Public Works and
the U.S. Senate.

Senator GRAVEL. Thank you, Mr. Kunzig for a very fine statement.
I don't know if I flatter you or you flatter me but I saw many similari-
ties between your preparatory statement and my preparatory
statement.
Mr. KUNZIG. Yes. I couldn't understand that.
Senator GRAVEL. We must have the same ghost writer. It is cer-

tainly testimony to the unanimity of views we all share in this regard
with respect to the legislation.

Let me by way of probing elicit some additional information.
How much money will the fund generate in budgeting for the various

agencies and what budgeting criteria will people have to use?
Mr. JOHNSON. The fund will generate around $800 million. "Rents"

will be appropriated to the user agency and in turn the agency will
pay the fund for the space it uses. Therefore, these rentals will come
up as a component part of each agency's budget, just like the cost of
personnel or anything else it uses, but the total amount will be about
$800 million.

Senator GRAVEL. If we have a backlog over a number of years which
is a billion dollars now and we solve that, there is no question we require
funding of considerably more than $115 million per year.
We are talking now of falling heir to $800 million per year. It might

scare off a lot of people.
Mr. SAMPSON. The fund will not only finance construction, but

also the total operation of our public buildings program.
Senator GRAVEL. Do you have a break out?
Mr. SAMPSON. Yes, we estimate that we add about 4 to 5 million

square feet of space annually so you are talking about needs of some
$200 to $225 million.
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We see here based on obligations, for example, in 1971, a generation
of about $300 million for capital expenditures which would include
site expenses, repairs and improvements, and construction.
So if you run between $200 and $225 million a year you should keep

up with your space needs on an annual basis, which is just about ideal
for our situation.

Senator GRAVEL. Would this operate like the Highway Trust Fund?
If the executive administration as fiscal manager wanted to, it could
impound these funds and not permit them to be spent?
Mr. JOHNSON. It would operate the same way with respect to

impounding. It would not be a trust fund in the technical sense. It
would be a special fund in the Treasury, more like the Reclamation
Special Fund, where the Congress authorizes the use of the fund.

Therefore, the Executive could at any time impound the fund,
slow down or speed up expenditures. The fund would not be exempted
from normal executive controls.

Senator GRAVEL. Would Congress be covered under this funding
like my offices here in the building or my offices in Anchorage and
Juneau?
Mr. JOHNSON. No, sir; because the Congress does not operate

the 
Mr. KUNZIG. It would in Anchorage and Juneau.
Mr. SAMPSON. But not in the Capitol, itself.
Senator GRAVEL. I am not sure whether that is good or not. If

the principle is good for downtown it should be good for the Hill.
Mr. KUNZIG. We do not have jurisdiction over any of the buildings

that are part of the Capitol, the Senate or the House. We have nothing
to do with those.
Mr. JOHNSON. As the bill is written, the "rentals" provision may

or may not be applied to congressional district offices. The bill contains
a provision that the Director of OMB can exempt certain users
from the charge and Congress will make a direct appropriation to go
for those buildings. I feel sure congressional district offices could
fall under that provision if the Congress so desired.

Senator GRAVEL. It would not take much to put in language to
have it required for the NSOB and OSOB.
I notice in the bill the Office of Management and Budget can exempt

people whom they desire to exempt?
Mr. JOHNSON. Yes.
Senator GRAVEL. One, who would potentially fall in that category

and two, why should they have that authority?
Mr. JOHNSON. The administration's desire for that particular

provision is primarily to deal with Presidential commissions and new
bodies just being set up who don't have the money yet to even pay
for the space they have to sit in to get themselves organized.

Senator GRAVEL. This would include the military, would it not?
Mr. JOHNSON. Yes, sir; on common space, not reservation space

but office space for the military like the Forrestal Building down the
avenue.
Mr. SAMPSON. Only off reservation
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Senator GRAVEL. Moving to the section on the purchase contract
which is an authority you are requesting for 3 years. I wonder
if you could give us some background information.

Are these the same provisions in this bill that were in the Purchase
Contract Act of 1954.
Mr. SAMPSON. Yes; they are very similar.
Senator GRAVEL. How many purchase contracts were made under

the old bill?
Mr. SAMPSON. There were 29 purchase contracts.
Mr. JOHNSON. We have a table we can put in the record at this

point which shows details on those 29 projects.
Senator GRAVEL. Very good. We will insert that in the record

at this point.
(The table referred to follows:)
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Senator GRAVEL. I notice the difference between our bill and the
bill sent up by the administration, regarding parking. GSA at one time
did endorse the concept of including parking.
I wonder if you might have any comment at this point.
Mr. SAMPSON. In the last year GSA has run a rather extensive

study on parking. The Office of Management and Budget has asked
to review that particular study. I think what they want to do is put
out some national guidelines on parking. We felt until that issue is
settled it should not be in the legislation at this time.

Senator GRAVEL. Pending the development of national parking
guidelines?
Mr. SAMPSON. That is right.
Senator GRAVEL. Who should enforce the national guidelines on

parking?
Mr. SAMPSON. I think that would fall naturally to GSA in the long

run. We are not sure what OMB will do with the present study or
whom they will assign enforcement to.
Senator GRAVEL. Of course that will concern only Federal buildings.

Any guidelines developed at a later date could be implemented by
GSA even if my bill goes through. We wouldn't be locked in. In fact
the lack of parking might drastically increase the parking problem in
many communities by locating a building downtown without con-
sideration of parking at all.
Mr. SAMPSON. We do have authority to include parking in connec-

tion with the buildings we erect. Any building is designed for parking
or adjacent parking. I think the parking included in your bill would
allow the GSA to establish a revolving fund to construct separate
parking facilities not connected with the buildings.
For example, where our parking problems are quite critical in

cities like Washington, where we need something like 4,000 additional
spaces, we could charge user fees for parking, put those in a fund and
build facilities separate from buildings.
But that is a question that needs a great deal of study. We felt we

wanted to keep that separate from this issue.
Mr. JOHNSON. OMB's position on this, Mr. Chairman, was very

clear. They said, in view of the complexity of the Government's
parking problem nationwide and the policy issues involved, they
wanted GSA to withhold action on parking items until national
parking guidelines were issued by the Office of Management and Budget.
Senator GRAVEL. How long will that take?
Mr. JoirNsoN. They are working on it right now to the best of our

knowledge. They also have agreed that any legislation needed as a
result of that promulgation of policy in the study that the Commis-
sioner talked about would be submitted to the Congress for considera-
tion.
Mr. KUNZIG. My personal viewpoint would be, Mr. Chairman, that

I would hate to see the very complex parking problem, which usually
has everybody all upset with a million different viewpoints, destroy or
delay the opportunities presented in this very important new plan, the
opportunities to rid ourselves of this huge backlog.
The Congress could always amend the fund legislation as it saw fit.
Senator GRAVEL. I agree with you. 1 would not want to jeopardize

this legislation on that issue.
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Under another authority GSA estimates show that in many cases
it will cost as much as three times to lease a Federal building rather
than one built directly by the Federal Government.
Yet the administration's bill broadens already existing lease au-

thority. I wonder if you might reconcile that difference.
Mr. KUNZIG. Mainly the problem involves the backlog as I men-

tioned in my testimony earlier. If we try to build these buildings and
just build them as Government buildings I just don't think it is realis-
tic to assume that $1 billion is going to now be appropriated to build
these buildings.
Many a Congressman and Senator has gone back to his own dis-

trict, 2 years ago, 4 years ago, 6 years ago, and has told his people we
are going to have a new courthouse or we are going to have a new
Federal building, whatever type of building it may be. They don't
even have the dirt turned over yet.
Being completely practical and down to earth about this, the only

way I see that these 60-some buildings can be moved and started and
built and gotten to the people is by this method.
That is why it is limited very carefully to 3 years as a compromise.
Senator GRAVEL. This is a purchase contract. I am thinking of a

lease.
Mr. KUNZIG. You are talking about lease construction. In that

situation we only intend to use that when absolutely necessary. There
may be times and we have had times and experience where in some
parts the country we would get no bids, nobody comes in, nothing
happens on lease-purchase.
Let us say it was absolutely necessary to build a building there for

some specific reason, it had to be there because that was apart of the
Nation where that specific building had to be, or something of that
nature.

If that were the case we would have to build a building there and the
only method would be the lease-construction method. Not lease-
purchase but lease-construction. We would only use that when neces-
sary because our ultimate objective is title to our buildings.

Senator GRAVEL. It is your opinion we can pick up the backlog
generally speaking with this purchase contract.
Mr. SAMPSON. Yes, sir, very quickly.
I would guarantee within a few days after the very much hoped for

passage of this new legislation we will be going out for bids all over the
United States of America on many of the 60-some buildings.
Some still have some architectural work to be done but most of them

are sitting there waiting on purchase contract.
One of the things I think we have to consider is the economics of

leasing per se. With these 63 buildings one of the added facto's to be
considered is that you have thousands of employees now spread out
over many different locations. They are working in marginal space,
dislocated.

If you consolidate them in 63 buildings you are bound to have
savings in efficiency.

If you consider inflation, you are saving some $7 million a month by
building right now. You are talking about a saving of nearly $100
million a year by getting these buildings built in the next 2 years.
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Senator GRAVEL. Very good.
Senator Weicker?
Senator WEICKER. Thank you, Mr. Chairman.
I have just a couple of questions.
In your prepared statement you indicate that "The purchase-

contract provisions of S. 2479 are an attempt to reconcile the urgent
need for new Federal facilities with today's economic conditions."
You ask for purchase-contracting for Federal buildings as a stopgap

expedient.
Earlier in your comments you gave some very strong reasons for

going into this particular method. Yet you indicate that this is only
a stopgap expedient and it is geared to today's economic conditions.

It would not be very good legislation if we just geared ourselves to
today's economic conditions. Why can't we have a system that will
take into consideration today's economic conditions and, tomorrow's?
Are we going to jerk along here?
Mr. KUNZIG. No, we can have a system. That is the system we are

proposing, the overall new system with these rental or user charges,
the public buildings fund portion of the bill. That will result in good
Federal buildings being built in future years all over the country.
But that alone will not solve the problem of 63 buildings sitting,
waiting in a backlog.
You see, we could just go out and with your approval here, on a

building by building basis, we could have these buildings built
privately under lease-construction prospectuses but that would not
solve the problem. The fact is that we have all the ground and sites
ready and paid for and we have also the architectural drawings ready
and paid for. So that would be a huge waste of money over these past
years because that would all go into the ashcan.
The object is to get the buildings built that Congress has already

authorized. That is the reason for our twofold approach: a good final
system of building buildings in a much better way than has been the
case for all past years and at the same time going ahead with lease-
purchase on the backlog.
Senator WEICKER. But your first choice would be to have the

Congress appropriate the money for these 63 buildings, is that right?
That would be your first choice?
Mr. KUNZIG. Yes, I would think that if there was a posibility of a

$1 billion appropriation.
Senator WEICKER. So admittedly you are asking us to legislate the

second choice?
Mr. KUNZIG. I am asking you to legislate in view of the realities of

life; the fact that these buildings are needed and we will never get
them in any other fashion.

Senator WEICKER. But it is the second choice?
Mr. KUNZIG. I would prefer Federal buildings constructed by the

Federal Government.
Again, I do not anticipate $1 billion poured out in 1 year. I don't

know when in our history $1 billion has ever been poured out at any
time in any administration.

Senator WEICKER. You feel that aside from these 63 buildings the
procedures are so set up that this will not occur again?

(
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Mr. KUNZIG. That is the whole point, sir. I think there will be now
a fund and we will be able, when we have the appropriate approvals,
for example, from your committee and the okay from the Appropria-
tions Committees who will authorize us to use—let us say you say we
can build a building for $30 million.
They would then authorize us to use that much of the fund, $30

million. You still have the controls you always have had but the day
after it has been approved we have $30 million.
For example, sir, here is what has been happening in the past. We

have to wait until the whole building is designed and every last comma,
semicolon, and dot has been put on the design in order to get the
money to get the subbasement.
The fund will enable us to employ phased construction. One of the

new things we have started in this new administration is to try and
start certain parts of the building and get going while they are still
designing some of the other parts. It is done every day in private
construction and we can't do it. That is one of the reasons that the
people of this country pay hundreds of millions of dollars more for
their buildings.

Senator WEICKER. In reality you are specifically urging this pro-
gram for a situation that has arisen through past practice and you
would not advocate it for the future, is that correct?
Mr KUNZIG. If there were no buildings in the backlog and we could

start tomorrow building Government buildings under the fund, we
wouldn't be asking for purchase contract authority. But, one has to
build up the fund, it takes a little time for the fund to build up.
I am coming to Congress, GSA is coming to Congress, with the

realities of life in mind and with a desire to get the buildings out to
the people.

Senator WEICKER. I agree with you on realities of life. It is always
distressing to be urged to legislate the second best which is what is
happening here. As far as the realities of life are concerned, can you
assure me we are only going to be talking about 63 buildings or in fact
the emergency step that is being asked of us right now is going to be
utilized again in the future?
Mr. SAMPSON. The authority ends automatically at the end of 3

years under the legislation.
Senator WEICKER. You are willing to state now that at the end of

that period of time we would not be prudent as a Congress to renew
that particular authority?
Mr. SAMPSON. Yes. I think we should make clear however, that 63

buildings will not be the limit. There will be other buildings coming
along now which need construction very badly that we will want to
use this authority for but only for the 3-year period.
Senator WEICKER. Can you give us any ideas as to what we are

talking about now or over the 3-year period as far as total number of
buildings?
Mr. SAMPSON. I think we can provide an estimate for you for the

record.
(The information requested follows:)
Following is a list of the 63 projects tentatively identified as being potentiallyprocured through purchase contracts should GSA be granted the necessary

authority. Although, space provided by GSA increases on the average by aboutfive million square feet per year, it is not feasible at this point to ascertain which
additional projects, if any, would be procured through purchase contracts.
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APPROVED PROJECTS OF THE GENERAL SERVICES ADMINISTRATION, PUBLIC
BUILDINGS SERVICE

POTENTIAL PURCHASE CONTRACTS
Arizona: Tucson FOB.
Arkansas: Batesville PO CT FOB.
California:

Los Angeles PF.
San Diego CT FOB PF.
Santa Ana FOB.
Santa Rosa FOB.
Van Nuys FOB.

Connecticut: New Haven PO FOB.
Delaware: Dover FOB.
Florida: Orlando CT FOB.
Georgia:

Athens PO FOB.
Atlanta CT FOB.
Griffin PO FOB.
Rome PO CT.
Waycross PO CT FOB.

Hawaii: Honolulu CT FOB.
Idaho:

Moscow PO CT.
Sandpoint FOB.

Illinois:
Chicago GSA Federal Records Center.
Mt. Vernon FOB.

Indiana: Indianapolis FOB.
Iowa: Iowa City PO FOB.
Louisiana: New Orleans CT FOB.
Maine: Waterville PO FOB.
Maryland: Baltimore CT FOB.
Massachusetts:

Fitchburg PO FOB.
New Bedford PO FOB.

Michigan:
Ann Arbor FOB.
Detroit P.V. McNamara FOB.
Saginaw FOB.

Mississippi: Hattiesburg CT FOB.
Nebraska: Lincoln CT FOB PF.
New Hampshire: Manchester PO FOB.
New Mexico: Las Cruces CT FOB.
New York:

Albany FOB.
Auburn PO CT FOB.
Hempstead FOB.
New York CU CT FOB Annex.
Syracuse CT FOB.

North Carolina: Winston-Salem CT FOB.
Ohio:

Akron CT FOB.
Dayton CT FOB.

Oregon:
Eugene CT FOB.
Portland FOB.

Pennsylvania: Williamsport PO CT FOB.
Puerto Rico: San Juan CT FOB.
Rhode Island: Woonsocket PO FOB.
South Carolina: Florence PO CT FOB.
South Dakota:

Aberdeen FOB.
Huron PO FOB.
Rapid City CT FOB.

Tennessee: Nashville CT FOB.
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APPROVED PROJECTS OF THE GENERAL SERVICES ADMINISTRATION, PUBLIC
BUILDINGS SolvicE—Continued

Texas:
Denton PO FOB.
Fort Worth FOB PF.
Houston Fed. Motor Vehicle Facility.
Pearsall PO FOB.
San Angello PO CT FOB.

Vermont: Essex Junction PO FOB.
Virgin Islands: Charlotte Amalie PO CT FOB.
Virginia: Roanoke FOB.
Washington: Wenatchee PO FOB.
Wisconsin:

Madison FOB.
La Crosse PO CT.

Senator WEICKER. Do you have any idea in your mind what this
will be?
Mr. JOHNSON. I think there is one other point in the bill that might

clear it up a bit for you. Once the fund gets into existence in any
year when the number of buildings that the Congress authorizes to
be built goes above the receipts for that particular fiscal year there is
authority in the bill to go to the Treasury and borrow the money.

Purchase contracts are no different, no different whatsoever, except
we are borrowing it from the public directly rather than through the
Treasury.
Senator WEICKER. I have a second question which is not particu-

larly related to your comments but this is a good time, while you are
before us to get a response.
As far as GSA is concerned in the building of Federal buildings have

you or are you following the policy akin to the statement of policy
passed by the last Congress of 1 for 1 replacement of residential
buildings torn down by urban renewal in that particular case.
I am talking about the Housing Development Act in which the

Congress stated that wherever you tore down a residence for an urban
renewal project you had to replace it with another dwelling on a 1
to 1 basis.
I would be most interested to know from GSA whether, as a matter

of administrative policy, you are following what has been established
by law in another area of Federal endeavor.
Mr. JOHNSON. Senator, you are talking about the Relocation As-

sistance Act?
Senator WEICKER. I am talking about that and I am also talking

about the amendment to the 1969 Urban Renewal Act which is a 1
for 1 replacement.

Shortly after that was passed—and I happened to know something
about it since I was author of the amendment that was passed—several
agencies, I believe the Department of Transportation was one, indi-
cated that voluntarily, through administrative action, they would
follow the same policy of 1 for 1 replacement.
My question to you today, since we are here, is in the building of

Federal buildings where residential structures are being torn down,
are you making provisions to see that they are being replaced on a
1 for 1 basis.?
Mr. SAMPSON. We operate under the Uniform Relocation Assist-

ance Act. The Urban Development Act you are talking about does
not apply to GSA.
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In effect, however, under the Uniform Relocation Assistance Act
we are bound to see that everyone is properly located.
Senator WEICKER. I am going one step further because this was con-

sidered inadequate for the Congress and I still consider it inadequate.
You are not bound by the Urban Redevelopment Act, I know that.

But administratively do you accept this as a good policy and are you
acting on it?
In other words, where you tear down residences will they be re-

placed on a 1 for 1 basis?
Mr. KUNZIG. We have no legal authority nor money to do that, sir.

Senator WEICKER. Maybe I will see that you don't get the buildings
and tear down the residences in the first place. Certainly it is in the
province of this committee. In fact, we are turning to one agency of
the Government and saying that we consider people just as important
as commercial structures, and rather than spending all your time
planning on tearing down a building and putting up whatever it is
that is new we want you to make sure that those who are being

booted out of their houses are being taken care of first and then you
can get to the business of building the buildings.

This is what I want to see with other agencies whether it is a
matter of law or matter of administrative decision.
The Secretary of Transportation has already declared that as a

policy of the Department of Transportation.
Mr. KUNZIG. We consider people far more important than the build-

ings. If you have seen the statements I have made over and over

again, if you have seen the practices I have put into effect in our
agency, if you have seen the things that have been done that have
never been done in history before in GSA for minorities and every-
thing else, if you knew my background sir, you would know just how
personally interested I am in this subject.
However, we cannot go out and use funds, unless you permit us to

and authorize us to build houses. We cannot do that. If we are author-
ized to do it we will be glad to do it.

Senator WEICKER. Let me ask you another question.
Section 210, section 105 of the Housing Act of 1949 is amended by

adding at the end the following new subsection which I am going

to read.
I would like to get your opinion whether you would object to seeing

such an amendment added to this bill.
If any urban renewal project which receives Federal recognition after date of

enactment of this subsection includes the demolition or removal of any residential

structure or structures there shall be provided, in the year in which the local

public has jurisdiction, by construction or rehabilitation, standard housing units

for occupancy by low and moderate income families at least equal in number to

the number of units occupied by such families prior to the demolition or removal

of such structure or structures.

Would you object to such language being written into this bill?
Mr. KUNZIG. If by providing you mean we could move a family

somewhere else, as we now do, I would certainly agree. If by providing
you mean building or constructing, sir, then I will have to say that
that would result in the total delay of the construction of Federal
buildings that might desperately be needed by the Federal Govern-
ment for some purpose or other.

NIL
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If newly constructed housing had to be provided first, as what youwere reading appeared to require, then all sorts of houses wouldhave to be constructed prior to our building Federal buildings.My honest answer would be that that would totally hamstring theU.S. Government.
Senator WEICKER. It would totally hamstring the people who are

booted out of their homes and no place to go.
Mr. SAMPSON. No. We must and do provide relocation for everyone

that is displaced under the Uniform Assistance Relocation Act.In addition to the policy established by the President and Mr.Kunzig, we have signed an agreement with HUD that we will notlocate Federal buildings in any area where housing is not availablefor low- and moderate-income people on a nondiscriminatory basis.
We have a signed agreement between both agencies. When we builda Federal building, housing must be available or accessible. If not wewill work with HUD to have housing put in or else we won't locatethere.
Senator WEICKER. I would like to have a copy of that agreementsent to the Chairman.
Mr. KUNZIG. We will be glad to supply that for the record.
Senator GRAVEL. Give a copy of that contract for the record.Mr. KUNZIG. We can give you a copy of it, the entire backgroundof the situation and show you the announcement jointly made by

Mr. Romney and myself.
(The material referred to follows:)

MEMORANDUM OF UNDERSTANDING BETWEEN THE DEPARTMENT OF HOUSINGAND URBAN DEVELOPMENT AND THE GENERAL SERVICES ADMINISTRATIONCONCERNING Low AND MODERATE INCOME HOUSING
Purpose: The purpose of the Memorandum of Understanding is to provide aneffective, systematic arrangement under which the Federal government, actingthrough HUD and GSA, will fulfill its responsibilities under law, and, as a majoremployer, in accordance with the concepts of good management, to assure for itsemployees the availability of low and moderate income housing without discrimina-tion because of race, color, religion or national origin, and to consider the needfor development and redevelopment of areas and the development of new commun-ities and the impact on inproving social and economic conditions in the area,whenever Federal government facilities locate or relocate at new sites, and touse its resources and authority to aid in the achievement of these objectives.1. Title VIII of the Civil Rights Act of 1968 (42 USC 3601) states, in Section801, that "It is the policy of the United States to provide, within constitutionallimitations, for fair housing throughout the United States." Section 808(a) placesthe authority and responsibility for administering the Act in the Secretary ofHousing and Urban Development. Section 808(d) requires all executive depart-ments and agencies to administer their programs and activities relating to housingand urban development in a manner affirmatively to further the purposes of TitleVIII (fair housing) and to cooperate with the Secretary to further such purposes.Section 808(e) (5) provides that the Secretary of HUD shall administer the pro-grams and activities relating to housing and urban development in a manneraffirmatively to further the policies of Title VIII.
2. Section 2 of the Housing Act of 1949 (42 USC 1441) declares the nationalpolicy of . . . "the realization as soon as feasible of the goal of a decent homeand a suitable living environment for every American family. . . ." This goalwas reaffirmed in the Housing and Urban Development Act of 1968 (Sections 2and 1601; 12 USC 1701t and 42 USC 1441a).
3. By virtue of the Public Buidlings Act of 1959, as amended; the FederalProperty and Administrative Services Act of 1949, as amended: and Reorganiza-tion Plan No. 18 of 1950, the Administrator of General Services is given certainauthority and responsibility in connection with planning, developing, and construct-ing Government-owned public buildings for housing Federal agencies, and foracquiring leased apace for Federal agency use.
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4. Executive Order No. 11512, February 27, 1970, sets forth the policies by
which the Administrator of General Services and the heads of Executive agencies
will be guided in the acquisition of both federally-owned and leased office buildings
and space.

5. While Executive Order No. 11512 provides that material consideration will
be given to the efficient performance of the missions and programs of the Executive
agencies and the nature and functions of the facilities involved, there are six other
guidelines set forth, including:

the need for development and redevelopment of areas and the development
of new communities, and the impact a selection will have on improving
social and economic conditions in the area; and

the availability of adequate low and moderate income housing, adequate
access from other areas of the urban center, and adequacy of parking.

6. General Services Administration (GSA) recognizes its responsibility, in all
its determinations with respect to the construction of Federal buildings and the
acquisition of leased space, to consider to the maximum possible extent the
availability of low and moderate income housing without discrimination because
of race, color, religion or national origin, in accordance with its duty affirmatively
to further the purposes of Title VIII of the Civil Rights Act of 1968 and with
the authorities referred to in paragraph 2 above, and the guidelines referred to
in paragraph 5 above, and consistent with the authorities cited in paragraphs 3
and 4 above. In connection with the foregoing statement, it is recognized that
all the guidelines must be considered in each case, with the ultimate decision to
be made by the Administrator of General Services upon his determination that
such decision will improve the management and administration of gover;-1--iental
activities and services, and will foster the programs and policies of tb,) Federal
Government.
7. In addition to its fair housing responsibilities, the responsibilities of HUD

include assisting in the development of the nation's housing •upply through
programs of mortgage insurance, home ownership and rental housing assistance,
rent supplements below market interest rates, and low-rent public housing.
Additional HUD program responsibilities which relate or impinge upon housing
and community development include comprehensive planning assistance, metro-
politan area planning coordination, new communities, relocation, urban renewal,
model cities, rehabilitation loans and grants, neighborhood facilities grants,
water and sewer grants, open space, public facilities loans, Operation
BREAKTHROUGH, code enforcement, workable programs, and others.

8. In view of its responsibilities described in paragraphs 1 and 7 above, HUD
possesses the necessary expertise to investigate, determine, and report to GSA
on the availability of low and moderate income housing on a nondiscriminatory
basis and to make findings as to such availability with respect to proposed loca-
tions for a federally-constructed building or leased space which would be con-
sistent with such reports. HUD also possesses the necessary expertise to advise
GSA and other Federal agencies with respect to actions which would increase the
availability of low and moderate income housing on a nondiscriminatory basis,
once a site has been selected for a federally-constructed building or a lease exe-
cuted for space, as well as to assist in increasing the availability of such housing
through its own programs such as those described in paragraph 7 above.

9. HUD and GSA agree that:
(a) GSA will pursue the achievement of low and moderate income housing

objectives and fair housing objectives, in accordance with its responsibilities
recognized in paragraph 6 above, in all determinations, tentative and final,
with respect to the location of both federally-constructed buildings and
leased buildings and space, and will make all reasonable efforts to make this
policy known to all persons, organizations, agencies and others concerned
with federally-owned and leased buildings and space in a manner which will
aid in achieving such objectives.
(b) In view of the importance to the achievement of the objectives of

this memorandum of agreement of the initial selection of a city or delineation
of a general area for location of public buildings or leased space, GSA will
provide the earliest possible notice to HUD of information with respect to
such decisions so that HUD can carry out its responsibilities under this
memorandum of agreement as effectively as possible.
(c) Government-owned Public Buildings Projects:

(1) In the planning for each new public buildings project under the
Public Buildings Act of 1959, during the survey preliminary to the
preparation and submission of a project development report, representa-
tives of the regional office of GSA in which the project is proposed will
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consult with, and receive advice from, the regional office of HUD, and
local planning and housing authorities concerning the present and
planned availability of low and moderate income housing on a non-
discriminatory basis in the area where the project is to be located. Such
advice will constitute the principal basis for GSA's consideration of the
availability of such housing in accordance with paragraphs 6 and 9(a) .
A copy of the prospectus for each project which is authorized by the
Committees on Public Works of the Congress in accordance with the
requirements of Section 7(a) of the Public Buildings Act of 1959, will
be provided to HUD.

2. When a site investigation for an authorized public buildings project
is conducted by regional representatives of GSA to identify a site on
which the public building will be constructed, a representative from the
regional office of HUD will participate in the site investigation for the
purposes of providing a report on the availability of low and moderate
income housing on a nondiscriminatory basis in the area of the investi-
gation. Such report will constitute the principal basis for GSA's con-
sideration of the availability of such housing in accordance with
paragraphs 6 and 9(a).

(d) Major Lease Actions Having a Significant Socio-Economic Impact on a
Community:

At the time GSA and the agencies who will occupy the space have
tentatively delineated the general area in which the leased space must
be located in order that the agencies may effectively perform their
missions and programs, the regional representative of HUD will be
consulted by the regional representative of GSA who is responsible for
the leasing action to obtain advice from HUD concerning the availability
of low and moderate income housing on a nondiscriminatory basis to the
delineated area. Such advice will constitute the principal basis for GSA's
consideration of the availability of such housing in accordance with
paragraphs 6 and 9(a). Copies of lease-construction prospectuses ap-
proved by the Committees on Public Works of the Congress in con-
formity with the provisions of the Independent Offices and Department
of Housing and Urban Development appropriation acts, will be provided
to HUD.

(e) GSA and HUD will each issue internal operating procedures to im-
plement this memorandum of understanding within a reasonable time after
its execution. These procedures shall recognize the right of HUD, in the
--mt of a disagreement between HUD and GSA representatives at the
area ,r regional level, to bring such disagreement to the attention of GSA
officials at headquarters in sufficient time to assure full consideration of
HUD's views, prior to the making of a determination by GSA.

(f) In the event a decision is made by GSA as to the location of a federally-
constructed building or leased space, and HUD has made findings, expressed
in the advice given or a report made to GSA, that the availability to such
location of low and moderate income housing on a nondiscriminatory basis
is inadequate, the GSA shall provide the DHUD with a written explanation
why the location was selected.
(g) Whenever the advice or report provided by HUD in accordance with

paragraph 9(c)(1), 9(c) (2) or 9(d) with respect to an area or site indicates
that the supply of low and moderate income housing on a nondiscriminatory
basis is inadequate to meet the needs of the personnel of the agency involved,
GSA and HUD will develop an affirmative action plan designed to insure
that an adequate supply of such housing will be available before the building
or space is to be occupied or within a period of six months thereafter. The
plan should provide for commitments from the community involved to initi-
ate and carry out all feasible efforts to obtain a sufficient quantity of low and
moderate income housing available to the agency's personnel on a nondis-
criminatory basis with adequate access to the location of the building or
space. It should include commitments by the local officials having the au-
thority to remove obstacles to the provision of such housing when such
obstacles exist, and to take effective steps to assure its provision. The plan
should also set forth the steps proposed by the agency to develop and imple-
ment a counseling and referral service to seek out and assist its personnel to
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obtain such housing. As part of any plan during, as well as after its develop-
ment, HUI) agrees to give priority consideration to applications for assistance
under its housing programs for the housing proposed to be provided in accord-
ance with the plan.

10. This memorandum will be reviewed at the end of one year, and modified
to incorporate any provision necessary to improve its effectiveness in light of
actual experience.

GEORGE W. ROMNEY,
Secretary, Department of Housing and Urban Development.

Dated June 12, 1971.

Dated June 11, 1971.

ROBERT L. KUNZIG,
Administrator, General Services Administration.

[General Services Administration News Release]

Administrator of General Services, Robert L. Kunzig, today issued the follow-
ing statement in announcing the execution of an agreement with the Department
of Housing and Urban Development regarding housing and federal facilities:
"The Memorandum of Understanding between the Department of Housing and

Urban Development and General Services Administration is intended to provide
an effective, systematic arrangement for implementation of those provisions of
Executive Order 11512 designed to promote the. availability of low and moderate
income housing on a nondiscriminatory basis.
"The Memorandum deals both specifically with adequacy of accessible housing

for Federal employees who will be working in a new facility, and generally with
housing as one factor in improving social and economic conditions in the com-
munity in which the facility is to be located.
"The Memorandum provides that GSA will consult with HUD and rely upon

HUD's advice and expertise in making both of these determinations. The agree-
ment contains five basic points:

1. HUD will advise GSA on the availability of low and moderate income hous-
ing on a nondiscriminatory basis in connection with all substantial Federal con-
struction and leasing actions.

2. HUD will participate with GSA in the investigation of prospective sites for
both public buildings projects and leased space.

3. GSA will rely principally upon the advice of HUD with respect to the ade-
quacy of low and moderate income housing on a nondiscriminatory basis in making
the determinations required under Executive Order 11512.

4. In the event GSA determines a Federal facility or leased space is to be located
in an area where HUD has found the availability of low and moderate income
housing on a nondiscriminatory basis to be inadequate, GSA will provide HUD
with a written explanation of the reasons for selection of that location.

5. GSA and HUD will develop an affirmative action plan to assure Federal
personnel access to low and moderate income housing on a nondiscriminatory
basis if it becomes necessary to select a site where HUD has advised that such
housing is inadequate. HUD has agreed to give priority to applications for assis-
tance under its housing programs for the housing to be provided under the action
plan. Federal agencies who will occupy the space will also provide a counseling and
referral service to assist personnel in obtaining housing.
"We believe this agreement represents clear, concrete progress towards the

President's goal of affirmatively encouraging the creation of needed low and
moderate income housing on a nondiscriminatory basis."

STATEMENT OF THE ADMINISTRATOR BEFORE THE UNITED STATES COMMISSION ON
CIVIL RIGHTS, JUNE 16, 1971

Mr. Chairman and Members of the U.S. Commission on Civil Rights: I welcome
this opportunity to appear before you and describe, in some detail, the General
Services Administration's policies and practices and to respond to whatever
questions you may have.
The General Services Administration provides a wide variety of basic services

to other Government agencies pursuant to the Federal Property and Adminis-
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trative Services Act of 1949, as amended, the Public Buildings Act of 1959, asamended, and other laws and regulations. Under these authorities, the provisionof general-purpose office and related space is a basic responsibility of GSA.The need for buildings to provide space for Federal activities usually originateswith the various agencies we serve, and is directly associated with their programs
and statutory responsibilities, including new legislation and annual appropriations.In satisfying the needs of the 66 Federal agencies we serve, we are providingspace for 800,000 of the Government's 2% million civilian employees. We havethree principal sources to obtain such space: (1) utilization of existing Federalproperty, (2) new Federal construction, and (3) the leasing of privately ownedproperty.
I would like to deal immediately with the area of your expressed interest andthat is the GSA policies and practices in connection with leasing, purchasing andauthorizing the construction of Federal facilities. My charter and guidance for the

acquisition of real property and leasehold interests come from three sources;they are President Nixon's Executive Order 11512 of February 12, 1970, the Pub-lic Buildings Act of 1959 and the Federal Property and Administrative ServicesAct of 1949.
These basic statutes and the Executive Order provide many guidelines for theconduct of the GSA real property business; but the Executive Order included, forthe first time, new and important factors that I must consider before makingdecisions regarding the acquisition of space for Federal agencies. The very firstpolicy statement by which I am to be guided is the only one which directs me togive "material" consideration to a single factor. This one guideline relates to theefficient performance of the missions and programs of the executive agencies andthe nature and functions of the facilities involved. This first guideline also requiresme to give due regard to the convenience of the public served and the maintenanceand improvement of safe and healthful working conditions for employees. I muststress again, because of its importance, that I am required to give "material"consideration to this guideline, which relates to the agencies' performance of theirfunctions.
For the first time, this Executive Order also included guidelines relating to thepositive impact which selection of sites for Federal facilities can have on develop-ment and redevelopment of areas, new communities and the possibility of improv-ing the social and economic conditions in the area; in determining these conditions,I am required to consult with and receive advice from the Secretaries of Housingand Urban Development; Health, Education and Welfare; Commerce; and othersas appropriate. Another guideline requires me to consider the availability of lowand moderate income housing, adequate access from other areas of the urbancenter, adequacy of parking, and consistency with state and local plans andprograms. I am also required to consult with Governors, elected local officials andregional comprehensive planning agencies.
It is obvious that only in very rare cases, if ever, will all of the above factorswhich I am required to consider be satisfied to the optimum extent, by any singleaction I take; therefore, my actions must involve a consideration of all of thefactors mentioned above, balanced with each other, and a reasoned determinationthen must be made in selecting a site that will best serve the overall interests ofthe Government, even though one or more factors may be less than fully satisfied.In all cases where the availablilty of low and moderate income housing isquestionable in connection with the proposed acquisition, the GSA official in-volved consults with the Department of Housing and Urban Development inorder to obtain advice and we rely on the advice received from these experts. Inusing such advice from the Department of Housing and Urban Development, weproceed on the basis that such housing is also available on a non-discriminatorybasis. Any other procedure would require GSA to establish overlapping andduplicative expertise which is available at present in other Federal agencies, whohave definitely assigned authorities and responsibilities in these areas. We haveexpressed such a position in correspondence with the Secretaries of Housing andUrban Development and with the Department of Justice. In the matter ofopen housing and the enforcement of Title VIII of the Civil Rights Act, we mustcontinue to rely on the activities of the Department of Housing and UrbanDevelopment and the Department of Justice for enforcement. We in GSA fullyrecognize our responsibility in Section 808(d) of the Civil Rights Act to administerour activities relating to housing and urban development in a manner affirmativelyto further the purposes of Title VIII, and we are confident we are doing so.We have quite a history of correspondence and action in this regard. TheHousing and Urban Development Department guidelines to which you have re-ferred in correspondence were given a very thorough review by GSA. On April 13,
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1970, we replied to Secretary Romney and expressed our feeling that the draft
guidelines contained many excellent ideas and that we are ready to assist in
implementing a fair housing policy, and to receive his assistance in discharging
our responsibilities under Executive Order 11512. We pointed out, however, that
the draft guidelines would seriously impair our ability to fulfill our basic mission
and would give us no flexibility in the consideration of Federal needs, missions or
programs. This is the point I mentioned earlier and it is the guideline to which I am
supposed to give "material" consideration.

Agencies' new space needs combined with the obsolescence of many of our
existing Government-owned buildings have generated space demands far in
excess of that which we can provide within our limited resources in the form of
new Federal construction. The principal deterrent in this regard has been, of
course, the level of annual appropriations available to GSA for this purpose. As a
consequence, it has been necessary to rent increasing amounts of privately owned
building space to satisfy the Government's needs. This requirement to lease
space has, in some instances, forced us into the suburbs.

Although the great bulk of all GSA space holdings are located in the central
city areas, we have been cognizant of the problems which suburban locations
frequently present to lower income and minority group employees. GSA's selec-
tion of Reston, Va., in 1966, as the site for the building proposed for the Geo-
logical Survey, Department of Interior, is an example of this agency's awareness
of the need for adequate and accessible housing for low and moderate income
employees; it is also a case in which GSA and the occupant agency sought to
resolve the problem cooperatively. As a condition of the acquisition of this site
in 1966, GSA required that the following provision be included in the contract
of sale and donation of land to the Government by Reston, Va., Incorporated:
". . . Reston has an established policy of encouraging those who work in

Reston to live there, regardless of income level, race, color, creed or national
origin. Reston is presently planning housing for future construction in Reston
designed to provide a variety of housing accommodations for rental or purchase
by anticipated residents of Reston, based on the above policy.
In order to permit Reston to plan for and construct housing units for the

employees of the Government agency occupying the property who wish to live
at Reston, a housing survey committee will be established, consisting of one
representative of Reston, the Government agency occupying the property, and
the Department of Housing and Urban Development. The chairman of the
Committee shall be the representative of the Government agency occupying
the property. The Committee, eighteen (18) months before the scheduled occu-
pancy of the first building shall conduct a study to ascertain the number of
employees of the using agency who are interested in purchasing or renting the
various types of housing units being or to be constructed at Reston in accordance
with the above stated policy. Reston shall include the housing needs identified
by the study in its plan for housing construction and will offer, to the employees
of the Government agencies to be located at Reston, to construct a variety of
housing units at reasonable prices and without regard to race, color, creed or
national origin."
In May 1969, shortly after my appointment as the Administrator of General

Services, I announced the following policy in connection with the acquisition of
leased space and the selection of sites for new public buildings:
"GSA will avoid locations which will work a hardship on employees because

(1) there is a lack of adequate housing for low and middle income employees
within a reasonable proximity and (2) the location is not readily accessible from
other areas of the urban center."

This policy, which was published in the Federal Property Management Regula-
tions on May 29, 1969, has been effectively implemented in our site selection
actions since its issuance, and has been reinforced by the provisions in President
Nixon's Executive Order 11512.
In Fresno, California, we selected a site for a new data processing center for

the Internal Revenue Service. In doing so, we consulted with the Departments of
Health, Education, and Welfare, Commerce and Housing and Urban Development.
We examined 21 different site offers for this facility and received advice from the

occupying agency (Internal Revenue) and from the Departments of Housing and
Urban Development; Health, Education, and Welfare, and Commerce, and we
also considered the report of the Fresno Community Development Program.
The occupying agency preferred the Northeast section of Fresno. An Ad Hoc
Committee comprised of representatives of the three Federal departments
recommended selection of a site in Southwest Fresno and a supplemental statement
from the Undersecretary of Health, Education, and Welfare and the Assistant
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Secretary of Housing and Urban Development stated that a Southeast site wouldmeet the socio-economic criteria of the Executive Order and would have a positiveimpact second only to the southwest site. GSA considered all these recommenda-tions and decided on the Southeast site. The Internal Revenue Service ultimatelyagreed and the selected site is expected to contribute substantially to the alleviationof social blight and provide economic opportunity for the unemployed and under-employed in the area. It also is in proximity to a major portion of the Mexican-American community which is the largest minority group in metropolitan Fresno.It was determined that selection of this site would also aid in minimizing thegrowing racial and ethnic conflict between the Mexican-American, black, andwhite communities by balancing on-going Federal program assistance in South-west Fresno with new evidence of Federal determination to meet the problems ofthe Southeast Fresno Mexican-American community as well.In Philadelphia, we signed a lease for a large block of space in a building underconstruction at the University City Science Center to house the regional operationsof several socio-economic agencies. We asked the Departments of Commerce;Health, Education and Welfare; and Housing and Urban Development; theDelaware Valley Regional Planning Commission; the City of Philadelphia; andthe Pennsylvania State Clearing House to comment on the proposed areas beforewe selected the one at the University City Science Center. The comments receivedindicated that the location had very good access to transportation, that it wasimmediately adjacent to the city's second highest concentration of low income andminority population, and that the site offered the greatest promise for communityimprovement. We also determined that the Federal government was alreadyinvesting $18.6 million in this immediate area to overcome severe problems ofover-crowded housing, low family income and low educational attainment. It wasalso determined that there was substantial low and moderate income housingreadily accessible to the site and that such housing was available on an open non-discriminatory basis. The selection of this site was also determined to be completelyconsistent with the plans of the regional and local planning agencies.I am sure I could quote other instances to demonstrate to you where GSA hasbeen in the forefront of the Government's efforts to consider the socio-economicfactors (such as housing) in our dealing with the extremely crucial space problems.For example, in acquiring space for the Internal Revenue Service in SuffolkCounty, New York, we contracted with the Town of Brookhaven. Art Sampson,the Commissioner of Public Buildings Service, went to Brookhaven and discussedthe selection with local groups such as the Nassau-Suffolk Minority Coalition, theBrookhaven Housing Coalition, and the Town of Brookhaven in efforts to assurethat steps would be taken to solve housing problems in that community. For thefirst time in that community, an application was submitted for construction of450 garden apartments in Brookhaven, under Section 236 of the National HousingAct; also the Town of Brookhaven passed a zoning ordinance to permit mobilehome ownership in the town, which is another new source of inexpensive housing.The IRS plans to employ more than 2,000 full-time people at this facility, withan additional 2,000 or so to be hired for part-time employment during the peakworkload periods, and most of them will be from the Brookhaven area alreadyliving there. IRS officials advise that only 300 to 400 specialists are expected to bemoved into Brookhaven by IRS.
We are currently engaged with the Department of Housing and Urban Develop-ment in developing an agreement which provides for even greater participationby that Department in GSA site selection actions. We welcome this additionalparticipation by the Department; and I, personally, feel very certain that it willcontribute materially to better implementation of the requirements of ExecutiveOrder 11512.
As a further indication of GSA's concern with the problems of minorities, Iwould like to give you the following additional information.
Last year we engaged in a program to increase the number of contracts awardedto minority business enterprises. I need only quote a few figures to show you whatGSA has done. In 1969, two contracts were awarded to minority business enter-prises with a total value of $343,000. In 1970, 53 such contracts were awarded witha value of $3.4 million, and thus far in FY 1971, 162 such contracts have beenawarded at a value of approximately $9 million.
Since January 1, 1969, we have entered into 69 leases for space with firms thatare principally minority owned. The Commissioner of Public Buildings Serviceis the Chairman of the National Task Force on Minority Business Concessions.This task force has as its objective the generation of new and expanded businessopportunities for concessions in Government-owned facilities and buildings. By
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concentrating on the installation of new concessions, rather than converting
existing concessions, we have been able to place into operation three such con-
cessions; two at the Pentagon and one in Huntsville, Alabama. There are in final
stages of negotiation, one in Detroit, one in Miami, and one in San Francisco. All
of these are in buildings under GSA's control. In addition, there are 64 other
possibilities which have been identified and are in various stages of planning and
development. We are following up with the established concessions and find they
are doing extremely well. The two at the Pentagon are expected to have gross
sales in excess of $200,000 in their first year of operation.
The Commissioner of the Public Buildings Service is with me today and he and

I are prepared to answer any questions that you may have.

Mr. SAMPSON. One of Mr. Kunzig's actions was promulgation of a
regulation saying we will not locate buildings where housing is not
available. This is the first time such a provision has existed in GSA.
Senator WEICKER. It is very important certainly in the cities of

this Nation that where we tear down housing we just don't stuff addi-
tional people into existing facilities but rather we increase the amount
of decent housing that is available.
I don't want the Federal Government doing something which is

totally opposite the intent of the Congress of the United States. From
what you have told me you are taking steps in this direction.
I want to save myself, and I know the chairman does too, knowing

his interest in the cities, that this is actually the case.
Since we have a vehicle in front of us now, rather than stand up

on the floor of the Senate to oppose something I am anxious to get
your views on it.
Mr. SAMPSON. We could send you a history of our first location in

West Palm Beach, Fla., to give you some indication of the effort that
GSA goes to to be sure that the people are relocated in good, solid
homes and good rental space.
We have a very interesting case and I think one that you would

enjoy looking at.
Senator WEICKER. Thank you.
Senator GRAVEL. Could you provide that to the Senator privately

and not for the record?
Mr. SAMPSON. Yes.
Senator GRAVEL. But I think the contract and the other back-

ground data that Mr. Kunzig brought out is appropriate. I share the
same view as Senator Weicker in this matter. If the vehicle is not
there presently to handle it we will probably have to provide for it.
Senator WEICKER. Thank you very much.
Senator GRAVEL. Thank you, gentlemen. You have done a fine job.
Senator WEICKER. I beg your pardon, I have a series of questions

that I would like to submit on behalf of Senator Boggs and myself to
Mr. KUNZIG.

If you will give us the replies we will insert them in the record.
Mr. KUNZIG. Certainly, sir.
(Answers to the questions posed by Senators Boggs and Weicker

follow:)
Question 1. Would you supply us with a list of those 63 buildings together with the

estimated actual cost to the Federal Government if these buildings were to be constructed
at today's costs of construction. Would you also please supply for us the estimated
actual cost to the Federal Government, without discounting for varying interest rates,
if these buildings were to be built under a lease-construction or lease-purchase agree-
ment for 20 years and 30 years.

Answer. Attached is a list of the 63 buildings identified as potential purchase
contracts with the estimated construction cost for each. (See p. 64.) The estimated
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actual cost for principal and interest in billions to the Federal Government for all
of these projects, assuming they were entered into as purchase contracts is pre-
sented below with 20 and 30 year periods, at 6%, 7%, and 8% interest rates.
20 years: 6 percent, 1.3; 7 percent, 1.4; 8 percent, 1.5.
30 years: 6 percent, 1.6; 7 percent, 1.8; 8 percent, 2.0.
Question 2. There are 63 authorized Federal buildings on which construction has

not begun and will not begin during this fiscal year. How many of these buildings do
you anticipate will be included in any lease-construction program? What will be the
determining factor? How many will not be included and why will they not be included?
Answer. We would anticipate that all of these projects would be included in the

proposed purchase contracting program and not lease-construction. In order to
utilize the lease-construction method, it would first be necessary to determine that
the purchase contracting method is not a feasible means of providing the required
space.

Question 3. Will any of the structures to be included in the lease-construction
program be built on land acquired by the Federal Government through eminenet
domain?

Answer. Since we are currently anticipating that we would enter into no lease-
construction agreements it is not practical at this time to determine which lease-
construction projects would be built on land acquired by the Federal Government
through eminent domain.

Question. 4. Do you anticipate any significant difference in the annual lease cost
to the Federal Government of an agreement on any of these buildings that would give
the developer ownership of the building at the end of the lease, compared with one that
would convert ownership to the building to the Federal Government at the end of the
lease period? How large would that estimated difference be, if one exists, in percentages
or dollars? What factors would influence that difference? How large would the differ-
ence have to become before it became more attractive for GSA to sign a lease-construc-
tion, rather than a lease-purchase contract?

Answer. There would undoubtedly be a difference in the annual cost depending
on whether the building was acquired through purchase-contracting or lease-con-
struction. We are anticipating that the Government will have to pay approxi-
mately 7% to finance buildings through purchase contracting. Under these con-
tracts the Government would own the property after the contracting period.
Under lease-construction agreements, the lessor would continue to own the
property after the lease term. Consequently, it would seem reasonable to assume
that the lease-construction developer would require less annually to provide the
same ieturn over the contracting period. To get an idea of the order of magnitude,
take for example, a $12 million project. Such a project could reasonably involve a
site costing $2 million with construction costs aggregating $10 million. If it is
assumed that the building will depreciate at the rate of 2% per year, the structure
would be worth $4 million at the end of the 30-year contract term. If it is assumed
further, that the $2 million site would retain its full value, the total value of the
property at the end of 30 years would be $6 million. In other words, the lease-
construction developer would have a $6 million property whereas the purchase
contract developer entering into a similar agreement would have nothing.
The question then, is what annual amount is equivalent to the $6 million residual

value? Using a discount rate of 7% over 30 years, the annual equivalent of the
$6 million is approximately $65,000.
Of course, in each case the developer's estimate of the property's residual value

would vary. It will depend on such factors as whether the building consists of
general-purpose space or space built for a special Government need and not
readily suited for other purposes. Any reduction in the annual costs attributable
to the residual value would therefore depend on the developer's estimate of this
value.
The proposed bill contains an explicit preference for purchase contracting

over the lease-construction. If approved, GSA will solicit purchase contracting
proposals. Only where such contracts are not feasible would GSA enter into lease-
construction agreements. Feasibility would be determined by the availability of
developers willing to undertake purchase contracts at a price determined by ap-
plication of the factors contained in the bill.

Question 5. The suggested amendments to Section 210 of the Federal Property and
Administrative Services Act of 1949, as amended, include a new Section 210(h) (2)that says the Administrator can make a finding that "a purchase contract as provided



for in Section 4 of the Public Buildings Act of 1959, as amended herein, is not a feasible
means of providing the required space". Under what circumstances would a lease-
purchase agreement not be feasible? Would this provision be limited to rare instances,
such as occurred recently in Oklahoma City when the Federal Government apparently
had no choice but to build an air controllers' facility on land owned by the City?

Answer. Feasibility will be determined by the availability of developers willing
to undertake purchase contracts at the cost as determined by application of
Section 5(b).

It is anticipated that no lease-construction agreements would be undertaken.
The authorization is requested in the proposed legislation merely as a last resort
in the unlikely event that purchase contracts are not feasible. As yet, we have
identified no particular type of project that will lend itself better to lease-construc-
tion than purchase contracts.

Question 6. How long would you estimate that it will take to establish the revolving
fund contemplated in both of the bills before the Committee?

Answer. The bill provides that the effective date of applying the rates to be
charged shall not be later than the beginning of the third full fiscal year after
enactment. This three-year interim period coincides with the time limit on the
purchase contracting and lease-construction authority. During these three years,
GSA will have sufficient time to get the fund into full operation while also liquidat-
ing the backlog of approved projects so that the fund can start operations on a
sound base.

Question 7. Why is it necessary to have up to three full fiscal years before the revolving
fund must be created? Would a two-Oar period prove impractical? If so, why?

Answer. The three full fiscal years are deemed required in order to fully develop
the regulations to govern operations of the fund and the necessary financial and
data processing systems required to manage the fund's operations. In addition,
during the early stages of implementing the fund, it would seem desirable that the
financial requirements of agencies occupying GSA space should receive full review
by the Executive and Congress through a complete budgetary cycle. The proposed
legislation would, of course, not preclude implementation before three full fiscal
years if practical.

Question 8. If such a fund existed today, what is your estimate of the annual pay-
ments into the fund under the guidlines laid down in these legislative proposals? Is
there any difference, as a practical matter, in the income the fund would receive under
the Chairman's proposal and the income under the Administration's proposal?

Answer. Our estimate of the income that would be derived by the fund from
levying user charges against occupant agencies is approximately $800 million.
The Chairman's proposal (S. 1736) provides that "in establishing such rates

and charges, the Administrator shall give consideration to the costs of providing
space, service, or other facilities and shall provide for reserves for replacement
and expansion". The Administration's proposal (S. 2479) provides that "such
rates and services shall approximate commercial charges for comparable space
and services". Both methods would permit GSA to derive an amount in excess of
actual expenses for capital improvements. S. 1736, however, places no effective
limit on the amounts' to be charged since no limitation is put on the amount
which can be set aside for replacement and expansion reserves. S. 2479, on the
other hand, places a limit on the charges in that they must approximate commer-
cial charges. Only the excess of actual costs will be available for capital improve-
ments. We believe that the method proposed in S. 2479 puts GSA in a more com-
petitive position with commercial practices and increases the incentive for
efficiency and economy because to the extent that operating costs are reduced,
greater amounts will be available for capital improvements.

Question 9. S. 2479 declares that any agency could be exempted from a charge for
its office space if such a charge proved "infeasible or impractical". Under what
circumstances would such a charge be "infeasible or impractical"?

Answer: The user charge would be "infeasible or impractical" in certain limited
cases. For example, new Presidential Commissions could not reasonably be ex-
pected to fund the user charges during the first year of operation since in most
cases they would have been unable to include the charges in their appropriation
request. However, once operating for any extended period, it is expected that these
Commissions would, like any other agency, include the user charge requirement
in their budgets.
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Question 10. In reference to the language of subsection (e) if the proposed new
Section 4 of the Public Buildings Act of 1959, as amended, could you tell us what is
meant by a 'substantial change in scope"?

Answer: By a "substantial change in scope" is meant any significant alteration
in the size of a project. For example, an approved project that had increased in
size by approximately 10% should be resubmitted for review by the Public Works
Committees.

Question 11. S. 1736 contains a provision that parking facilities "shall be financed
solely from revenues derived from such parking facilities". Is such a provision use-
ful? If not, why not?

Answer. GSA is recommending that the policing issue not be included in the
proposed legislation. The Office of Management and Budget has this issue under
consideration and is expected to issue Government-wide guidelines. Pending
issuance of these guidelines, the parking provisions of S. 1736 are not recom-
mended for inclusion in the bill because of the uncertainty surrounding the entire
parking problem.

Question 12. Is it correct in view of the concluding paragraph of your statement,
that S. 2479 in no way alters the existing procedure under which a prospectus for any
Federal building to be built or leased must be submitted to the Committees on Public
Works for their approval prior to construction?
Answer. S. 2479 will not alter the current requirement that public building

prospectuses be submitted to the Committees on Public Works. However, the
current limits of $100,000 and $200,000 for construction and alteration projects
respectively will be increased to $500,000 in both cases. We believe this increase
reasonably reflects the changes in costs that have taken place since enactment of
the Public Buildings Act of 1959. Outside of this increase in amount, the proposed
legislation would continue the current requirement that prospectuses be submitted
to the Public Works Committees prior to construction. Once the fund is in full
operation and we resume a full program of directly financed public building con-
struction, new projects, as they Luise, will be submitted to the Committees for
their consideration before funds are made available for construction. Such funds
will be included in the annual appropriation request that must be submitted to
the Congress as is currently the case.

GENERAL SERVICES ADMINISTRATION PUBLIC BUILDINGS SERVICE
APPROVED PROJECTS

Potential purchase contracts and estimated construction cost Amount
Arizona: Tucson-FOB $5,533,000
Arkansas: Batesville-PO, CT, FOB 2, 192,000
California:

Los Angeles-PF 8, 125,000
San Diego-CT, FOB, PF 44,955,000
Santa Ana-FOB 13,900,000
Santa Rosa-FOB 
Van Nuys-FOB 

4,
8,

502,
521,

000
000

Connecticut: New Haven-PO, FOB 8,675,000
Delaware: Dover-FOB 1,577,000
Florida: Orlando-CT, FOB 8,555,000
Georgia:

Athens-PO, FOB 3,984,000
Atlanta-CT, FOB 51,976,000
Griffin-PO, FOB 1,690,000
Rome-PO, CT 
Waycross-PO, CT, FOB 

3,
3,

703,
946,

000
000

Hawaii: Honolulu-CT, FOB 44, 184,000
Idaho:

Moscow-PO, CT 
Sandpoint-FOB 

2,
2,

541,
168,

000
000

Illinois:
Chicago-GSA(FRC) 
Mount Vernon-FOB 

6,946,
975,

000
000

Indiana: Indianapolis-FOB 19,219,000
Iowa: Iowa City-PO, FOB  4,497,000
Louisiana: New Orleans-CT, FOB 27,533,000
Maine: Waterville-PO, FOB 2, 153,000
Maryland: Baltimore-CT, FOB 19,541,000



65

GENERAL SERVICES ADMINISTRATION PUBLIC BUILDINGS SERVICE-Continued

APPROVED PROJECTS-continued

Potential purchase contracts and estimated construction cost-Con.
Massachusetts: Amount

Fitchburg-PO, FOB $5,706,000
New Bedford-PO, FOB 1,731,000

Michigan:
Ann Arbor-FOB 4, 167,000
Detroit-P.V. McNamara, FOB 48,224,000
Saginaw-FOB 2,625,000

Mississippi: Hattiesburg-CT, FOB 2,636,000
Nebraska: Lincoln-CT, FOB, PF 21,307,000
New Hampshire: Manchester-PO, FOB 6,563,000
New Mexico: Las Cruces-CT, FOB 3, 146,000
New York:

Albany-FOB 12,636,000
Auburn-PO, CT, FOB 4,589,000
Hempstead-FOB 74,342,000
New York-CU, CT, FOB annex 64,560,000
Syracuse-CT, FOB 19,087,000

North Carolina: Winston-Salem-CT, FOB 12, 144,000
Ohio:

Akron-CT, FOB 16, 168,000
Dayton-CT, FOB 8,890,000

Oregon:
Eugene-CT, FOB 4,923,000
Portland-FOB  19,667,000

Pennsylvania: Williamsport-PO, CT, FOB 3,983,000
Puerto Rico: San Juan-CT, FOB 20,471,000
Rhode Island: Woonsocket-PO, FOB 2,041,000
South Carolina: Florence-PO, CT, FOB 5, 191,000
South Dakota:

Aberdeen-FOB 8,000,000
Huron-PO, FOB 7,645,000
Rapid City-CT, FOB 3,728,000

Tennessee: Nashville-CT, FOB 12,211,000
Texas:

Denton-PO, FOB 3,443,000
Fort Worth-FOB, PF 4,425,000
Houston-Federal motor vehicle facility 1,240,000
Pearsall-PO, FOB 347,000
San Angello-PO, CT, FOB 4,209,000

Vermont: Essex Junction-PO, FOB 563,000
Virgin Islands: Charlotte Amalie-PO, CT, FOB 5,248,000
Virginia: Roanoke-FOB 11, 169,000
Washington: Wenatchee-PO, FOB 4,489,000
Wisconsin:

Madison-FOB 8,123,000
La Crosse-PO, CT 6,097,000

Senator GRAVEL. Mr. Gregory J. Ahart.
The floor is yours, Mr. Ahart.
it is a pleasure to have you here.
Will you introduce your colleagues at the table for the sake of the

record?,
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STATEMENT OF GREGORY I. AHART, DEPUTY DIRECTOR, CIVIL
DIVISION, GENERAL ACCOUNTING OFFICE, ACCOMPANIED BY
JOHN MOORE, ASSISTANT GENERAL COUNSEL; PATRICK
MAGUIRE, SUPERVISORY AUDITOR OF THE CIVIL DIVISION;
AND VERNON L. HILL, ASSISTANT DIRECTOR OF THE CIVIL
DIVISION

Mr. AHART. On my left is Mr. John Moore, Assistant General
Counsel of the Office.
On my immediate right is Patrick Maguire, Supervisory Auditor of

the Civil Division.
On his right is Vernon L. Hill, Assistant Director of the Civil

Division.
Senator GRAVEL. It is nice to have you here.
Please proceed.
Mr. AHART. We appreciate this opportunity to appear before your

subcommittee to present our views on the provisions of S. 2479 and
S. 1736.
The principal purpose of each of the bills is to amend the Public

Buildings Act of 1959, as amended, and the Federal Property and
and Administrative Services Act of 1949, as amended, to require
using agencies to budget and pay for the use of space and related
services and to authorize the General Services Administration, subject
to congressional and executive branch controls, to use the resultant
receipts to finance its public buildings operations.

This would represent a significant change in the method of funding
the construction and operating costs associated with meeting the space
needs of the Government.

Several features of the two bills are quite similar. Each would:
Establish a fund to be used to finance public buildings opera-

tions.
Require using agencies to make payment for the use of space

and related services, such payments to be deposited into the fund.
Delete the requirements in the Public Buildings Act of 1959, as

amended for reapproval of prospectuses by the Public Works
Committee when the estimated maximum costs as presented in
the approved prospectuses, increase by more than 10 percent.
Amend section 7 of the Public Buildings Act of 1959, as

amended, to require approval of the Committee on Public
Works for the construction, acquisition, or alteration of any
public building only when the expenditure is to exceed $500,000.

Certain other features are unique to the respective bills. In this
regard, S. 1736 would:

Amend section 13 of the Public Buildings Act of 1959, as
amended, to define the term "public building" as including
"Federal parking facilities" and "parking areas," thereby granting
GSA new authority to acquire or construct facilities for the express
purpose of providing off-street parking for official, employees',
or visitors' vehicles. This provison is not included in S. 2479.

Although S. 2479 does not cover parking, it is broader in scope
than S. 1736 and would give the executive branch somewhat greater
authority and flexibility in the acquisition and operation of real
property. In this regard, S. 2479 would:
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Authorize capital advances to be appropriated to the fund to
be repaid with interest to the Treasury within 30 years;

Authorize GSA to enter into contracts with independent
contractors for the purchase—sometimes termed lease-purchase—
of buildings, over a period of from 10 to 30 years;

Authorize GSA to sell Government-owned sites, plans, and.
specifications to private developers who would construct build-
ings for lease to the Government;

Revise GSA's leasing authority in section 210(h) (1) of the
Federal and Administrative Services Act of 1949, as amended,
to increase the maximum lease term from 20 to 30 years.

These features are not included in S. 1736.
The requirement of each bill that agencies budget and pay for the

use of space and related services should cause the agencies to exercise
greater restraint in determining requirements and would bring to the
attention of the Congress the costs of space associated with the
operations of the various agencies' programs.
Further, to the extent that the financing mechanisms provided

in the bills might permit movement to greater reliance upon
Government-owned buildings, rather than leased space—which
could, of course, be accomplished through increased direct appro-
priations under the present method—economies in meeting total
space needs should result. We have in the past generally favored
increased reliance on Government-owned space for this reason.
The budgetary impact of providing increased funds under either

method for the acquisition, construction, or alteration of Government
buildings, is a matter for consideration by the executive branch and
the Congress.
We have comments on certain provisions of each of the bills which

we believe the subcommittee might wish to consider.
Section 2 of each bill would amend section 7 of the Public Buildings

Act of 1959 to require approval by the Committee on Public Works
prior to the appropriation of funds for the construction, acquisition,
or alteration of any public building, only where such construction,
acquisition, or alteration will involve an expenditure in excess of
$500,000.

Section 7 now requires such approval where expenditures will
exceed $100,000 for construction or acquisition and $200,000 for
alterations.
Whether $500,000 is the most appropriate level for control is a mat-

ter for congressional determination.
Based on past experience, this relaxation of congressional control

would affect only a small portion of the moneys devoted to public
buildings projects and would involve, according to GSA records,
buildings having a 9,000 net assignable square feet or less, in other
words, a very small facility.

Section 2 of both bills would delete the requirement that prospec-
tuses for construction, acquisition or alteration projects be resubmitted
to the Committee on Public Works when the maximum costs in the
approved prospectuses have increased by more than 10 percent.

Section 7 of S. 2749 provides for waiving the authorized maximum
costs for those projects previously approved by the Public Works
Committee, if construction has not started.
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The proposed changes would appear to diminish congressional con-
trol over construction, acqusition, and alteration projects because
GSA would no longer be restricted by a maximum project cost. GSA
representatives have stated that the description of the building and
the housing plan, which are part of the project prospectus submitted
to the Congress for approval, constitute a meaningful limitation and
thus help insure the integrity of the scope and purpose of the project.
We are concerned that prospectuses could be presented in such a way

that they would permit wide flexibility in project scope rather than
provide a limitation. We believe that without a maximum project
cost, there might be less incentive to hold project costs to a minimum.
Moreover, there would be no requirement to report substantial in-
creases in estimated costs to the Congress.

If there is a demonstrated need for some relaxation of the cost
limitation provisions—which well may be the case where an authorized
project has remained unfunded for a long period of time—the sub-
committee may wish to increase the percentage allowance or to make
it variable depending upon the length of time between authorization
and the start of construction.
Section 3 of both bills would establish a fund in the Treasury to

finance GSA's real property operations. While the funds under both
bills have the same basic purpose, they differ in some details.

Deposits to the fund under S. 2479 would come from: (1) Revenues
and collections from user charges, (2) proceeds from leased building
sites, (3) proceeds from the sale of building sites, plans, and specifica-
tions, and (4) receipts from carriers and others for loss of, or damage to
property belonging to the fund.

Deposits to the S. 1736 fund would come from (1) Revenues from
rental, and (2) all other reimbursement and refunds or recoveries
resulting from operation of the fund, including receipts from carriers
and others for loss of or damage to property.
Under both bills, the existing buildings management fund and the

construction services fund would be merged into the proposed fund,
as would the unexpended balances of certain specified appropriations.
S. 1736 would also transfer to the proposed fund the estimated fair

market value of Government-owned buildings or facilities carried in
the active inventory of GSA and such sums as may be appropriated
to the fund.

Section 3 of S. 2479 also authorizes appropriations of advances to
the fund to be repaid to the Treasury within 30 years with interest.
Under this authority, capital expenditures could be made in any 1
year at a level higher than could be made from regular income to the
fund, particularly during the period between enactment of either of
these bills and the effective date of the rental rates as specified in the
bills.

Section 4 of S. 2479 states that rental rates to be charged occupant
agencies shall approximate commercial charges for comparable space
and services, whereas, section 4 of S. 1736 provides that in establishing
rental rates the Administrator shall give consideration to the costs
of providing space, services, and other facilities and shall provide for
reserves for replacement and expansion.
GSA considered a number of alternative methods for establishing

rental charges but gave particular attention to two methods, namely:
(1) The rental equivalent method embodied in S. 2479; and (2) the
cost recovery method, which is similar to that included in S. 1736.
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Under the cost-recovery method, charges would be based on the
estimated costs of operating and maintaining Government-owned
buildings, the costs of leasing space and depreciation costs on Govern-
ment-owned structures. Income generated by the depreciation in-
crement would be available to finance construction and major repairs.
The cost-recovery method was rejected by GSA because it would not

produce sufficient income to finance construction and major repairs.
The balance available to finance capital items would be $44 million
if depreciation were based on initial costs, or $158 million if deprecia-
tion were based on replacement costs. GSA estimated that on the
latter basis, it would need additional appropriations of about $150
million annually.
Adoption of the commercial rate as provided in S. 2479 would

enable GSA to accelerate the construction of public buildings and
reduce the existing $872 million backlog of construction projects
authorized by the Congress but not yet funded for construction.
We have been advised by GSA officials that rates based on com-

mercial charges would produce an annual income estimated at about
$760 to $800 million. GSA estimated, based on fiscal year 1970 costs,
that this amount would be sufficient to finance operating costs and
also provide about $317 to $340 million a year for capital invest-
ment—almost double the average annual amount appropriated for
capital projects in the 5-year period ended June 30, 1971.

Section 5 of S. 2479 would authorize GSA to enter into purchase
contracts with independent contractors for the purchase of buildings,
with payments to be made over a period of not less than 10 or more
than 30 years.
Under such lease-purchase arrangements, title to the property

vests with the Government at the end of the contract peiiod whereas
under lease-construction arrangements the Government has no equity
in the property at the end of the lease period.
As you previously mentioned, Mr. Chairman, the authority granted

under this section, which would expire at the end of 3 full years after
enactment, is similar to the authority contained in the Public Buildings
Purchase Contract Act of 1954 (Public Law 83-519) which expired
in 1957.

Section 102 of the 1954 act provided:
It is not the intention of the Congress that the program authorized by this

title shall constitute a substitute for or a replacement of any program for the
construction by the United States of such structures as may be required from time
to time by the Federal Government.

In 1957, legislation was introduced in both Houses of the Congress
to extend GSA's lease-purchase authority under the act of 1954 for
an additional 3 years. The House Committee on Public Works, how-
ever, was opposed to such an extension because it considered the lease-
purchase program uneconomical in comparison with direct Federal
construction and because it considered the program a failure in that
physical construction had started on only one building in the 3 years
following enactment of the 1954 act.
The authority to have lease-purchase projects approved under the

act of 1954 was thus allowed to expire on July 22, 1957, at which time
98 GSA lease-purchase projects had been approved at an estimated
cost of $616.2 million.
The fiscal year 1959 Independent Offices Appropriation Act—Public

Law 85-844—limited funding to 29 of the 98 approved projects. GSA
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entered into lease purchase contracts totaling $53.3 million for the
29 projects of which 24 were later acquired through prepayment of the
purchase contracts. GSA will be able to exercise the repayment options
for the remaining five buildings in fiscal year 1973.

Section 6 of S. 2479 would revise GSA's leasing authority as con-
tained in section 210(h) (1) of the Federal Property and Administrative
Services Act of 1949, by extending the leasing period from a maximum
of 20 years to a maximum of 30 years.
This provision would make the maximum leasing terms consistent

with the maximum 30-year term for purchase contracts provided for
under section 5 of the bill.
According to a GSA official, the 30-year leasing term would increase

GSA's flexibility and allow the lessor to obtain prime credit ratings
and long-term financing at a lower rate.

Sections 5 and 6 of S. 2479 would authorize GSA, without further
approval, to enter into either lease-purchase or lease-construction
arrangements with respect to projects previously approved for con-
struction under the Public Buildings Act of 1959, as ameneed, where
no substantial change in scope has occurred. Lease-construction ar-
rangements could be used, however, only if the Administrator finds
that a lease-purchase contract is not a feasible means of providing
space.

Under section 6 of this bill, GSA would be authorized to sell Gov-
ernment-owned sites, and the related plans and specifications, for
construction of a public building for lease to the Government. Pro-
ceeds from such sales would be deposited to the fund established by
this bill.
The authority which would be granted by section 6 of the bill is

similar to a proposal described in the President's budget for fiscal
year 1972 and legislation subsequently proposed by GSA on Feb-
ruary 12, 1971.
The proposal described in the budget was to sell 45 building sites

and designs for an estimated $41 million, to private developers who
would construct buildings and lease them to the Government.
Prospectuses for the 45 projects had previously been approved for

construction by the Public Works Committees at a total project cost
of $340 million, which increased to $512 million between the date of
approvals, 1963 to 1969, and March 31, 1971.
In support of this proposal, the budget stated that:
"Economic analysis indicates that Federal leasing of buildings is, in

most cases, less costly to the Nation than Federal ownership and
would permit a more accurate measure of annual cost * *
GSA representatives informed us in June 1971, that GSA made no

economic analysis in support of the proposal to sell building sites and
designs in connection with lease-construction projects. Therefore, we
believe the subcommittee should consider revising section 6 of the bill
to require that GSA submit revised propectuses to the Congress before
lease-construction contracts are awarded.
The revised prospectuses should show the basis and relative costs

involved if lease-construction is selected over direct Government con-
struction. Since lease-purchase arrangements involve similar economic
considerations, we believe the subcommittee should consider including
a similar requirement in section 5.
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In this regard, certain committees of the Congress have expressed
concern over the use of leasing arrangements in lieu of construction
for Government ownership. Since 1963, annual appropriation acts
have required that GSA obtain the approval of the Public Works
Committees of the Congress for the lease of a building to be erected
by a private developer for a Federal agency if the construction costs
are to exceed $200,000.
As of June 30, 1971, 14 of the 21 lease construction prospectuses

submitted by GSA in compliance with this provision were approved
by the committees. The Senate Committee on Public Works informed
GSA by letter dated October 27, 1969, that it would not consider
any more lease construction prospectuses, except in dire emergency,
until 50 percent of the approved—authorized—public building proj-
ects were funded for construction.

Also, in November 1969, the Senate Committee on Appropriations
expressed concern about the growing practice of leasing and urged
the Administrator of General Services to support the construction of
needed public buildings as the most economical way of providing
housing for Federal agencies.
Paragraph (8) of section 2 of S. 1736 would add to the definition

of "public buildings," as set forth in section 13 of the Public Buildings
Act of 1959, as amended, "(x) Federal parking facilities, (xi) parking
areas."
The definitions of "Federal parking facilities" and "parking areas"

in subsection 2(9) of S. 1736 include areas within or adjacent to
District of Columbia buildings. District of Columbia buildings are
not now under the control of the General Services Administration..
Thus, jurisdictional problems might arise with the District of Co-
lumbia government.

Also there is for consideration the desirability of giving the General
Services Administration the responsibility for providing this type
of support for the District of Columbia government. The objective
of the parking provisions of the bill as they relate to the District of
Columbia government might be obtained through a separate program
under the District of Columbia government.
We believe, however, that the parking problem to which the pro-

visions of the bill are directed is a part of the larger problem of trans-
portation needs in metropolitan areas and perhaps should be given
consideration in the larger context.
There is growing concern over the general problem of facilitating

daily transportation of persons living in large metropolitan areas to
and from their place of employment. While in the District of Columbia
where the heavy concentration of Federal employees invites direct
Federal action, a rapid transit system is under construction, there
has also been under consideration such steps as more parking facilities
and staggered working hours.
Questions have been raised and are as yet unanswered as to how

much parking should be provided and whether the parking needs
should be met by private enterprise or by the Government.
We think there is a general agreement that the transportation needs

of the metropolitan areas should be provided on a basis of an overall
plan. In the absence of an overall plan for the District of Columbia,
we are not convinced that it would be desirable to proceed at this
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time with the construction of Federal parking facilities. To a lesserdegree, the same considerations are undoubtedly present in othermetropolitan areas where there is significant Federal activity.
The Office of Management and Budget (OMB) informed GSAby letters dated March 19, 1971, and May 25, 1971, that OMB isreviewing Federal employee parking issues so that policy decisionscan be made before the 1973 budget review. GSA representativesinformed us on September 17, 1971, that 01\4B has not yet issueda policy directive on this matter.
Paragraph (3) of section 3 of S. 1736 includes the following pro-vision:
"The construction, acquisition, and operation of Federal parkingfacilities and parking areas shall be financed solely from the revenuesderived from such parking facilities and parking areas and accountedfor separately within the fund."
We suggest that this requirement be deleted. Parking space isfrequently provided as an integral part of public buildings andseparate financing and accounting would require arbitrary and perhaps

questionable allocations of building cost.
Section 5(a) of S. 1736 (page 8) relative to space and related services

provided by agencies other than GSA contains the following sentence:
Moneys derived by other agencies from such rates or fees may be credited tothe appropriation or fund initially charged for providing the service, except thatamounts included for replacement and expansion shall be credited to the fundcreated by subsection (f) (1) of section 210 of the Federal Property and Adminis-trative Services Act of 1949, as amended (40 U.S.C. 490).
Which is the fund which would be created by the bill.
Since replacement and expansion of buildings of various agencies,

that are outside the control of GSA or the Federal buildings fund,
will normally be financed from congressional appropriations, it doesnot seem appropriate to credit any part of the rental receipts on such
non-GSA buildings to the Federal buildings fund. Such action would
augment the fund without a corresponding ultimate expenditure
therefrom for expansion or replacement.
The subcommittee may wish to consider revising this portion of the

bill to require that the replacement and expansion portion of the
receipts be credited to miscellaneous receipts of the general fund of
the Treasury, rather than to the Federal buildings fund.
A similar provision in S. 2479 states that the excess of rentals over

operating and maintenance costs shall be credited to miscellaneous
receipts unless otherwise authorized by law.
The introductory paragraph of each bill states that its purpose is

"To amend the Public Buildings Act of 1959, as amended."
Since many of the provisions of the bills would amend the Federal

Property and Administrative Services Act of 1949, we suggest that
the introductory paragraphs be revised to include amending the
Federal Property and Administrative Services Act of 1949, as amended.
Mr. Chairman, this concludes my statement, and I will be happy todiscuss these matters in further detail or answer any question the

subcommittee may have.
Senator GRAVEL. Very good.
We are glad to have your testimony.
I notice in the statement that you don't seem to take a positionwith respect to the advisability of creating this Federal building fund.
I wonder if you might have some judgment in that regard.
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Mr. AHART. I think, Mr. Chairman, on the advisability of creating
a fund our office would be in somewhat of a neutral position. I think
the problem which faces GSA and faces the Federal Government
generally is how do we provide the space which is required and do it
economically, whether you do that through this funding technique or
whether you do it by direct appropriation or through other authorities.
I don't think we would have a firm position one way or another on it.
Senator GRAVEL. You talk of the fact that congressional authority

being diminished.
I wonder if you could elaborate on that. Elaborate as to where this

power is being eroded in section 2.
Mr. AHART. The problem we have here is with respect to the

Public Works Committees.
Under the present section 7, as you know, any time the estimated

cost increases by more than 10 percent, there has to be a revised
prospectus submitted to the Public Works Committees for their
approval.
Now, I think the 10 percent in this day and age, particularly when

construction costs are increasing quite rapidly, is probably unrealistic.
At the same time, we feel that if the Public Works Committees want
to take a look at what is being built that they should have some
requirement that when there is a significant change in the project that
GSA come back to them.
This is kind of difficult to do with language which says if the scope

of the project changes, or the specifics of it. It would be very difficult
to define.
We do feel that if there is an inordinate increase in the estimated

cost, it would indicate a change in the scope of some kind and the
committee might wish to take another look at it at that point.
Senator GRAVEL. I have some questions from Senator Weicker who

had to be absent. We will submit those questions to you. If you could
answer them for the record, we would have the whole story.
Mr. AHART. We will be glad to.
(The questions and answers follow:)
Question I. Would you give the Subcommittee your evaluation of the relative cost

to the Federal Government of the varying procedures that would be available under
S. 2479 to finance Federal buildings. Specifically, we would like to have your analysis
of the relative cost of Federal construction, a lease-purchase arrangement under
which the Federal Government obtains final ownership of the structure, and lease-
construction under which ownership is retained by the developer. Which system is
ultimately the least costly to the Government and the taxpayer?

Answer. In several reports on postal facilities we have pointed out the economies
that are achievable through Government ownership of facilities. We recommended
that, rather than follow a general policy that supported leasing, the Post Office
Department determine on an individual basis whether it should acquire postal
facilities through leasing or through Government ownership. We continue to be
of the opinion that direct Federal construction is the most economical method for
the acquisition of Government facilities to meet long-term space requirements.

Although Federal construction entails large initial expenditures, fund require-
ments for this purpose would be substantially less than the total payments made
during the period of a lease or a purchase contract. The more significant added
expenditures are for (1) property taxes, which are not paid on Government-
owned buildings, and (2) financing charges on a lease-purchase or lease arrange-
ment. The financing charges ordinarily are higher than the prevailing rate for
borrowings by the Treasury.
One method which is commonly used to evaluate construction and lease alter-

natives is the present value approach. Emphasis is on identifying the alternative
(construction or lease) that incurs the least costs in terms of the present value of
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the future fund (normally cash) flows. The discount rate used in present value
analysis is a most important factor, and a major problem, since opinions vary as
to what discount rate is appropriate. Use of a 6 percent rate for 20 to 30 year
periods will in most cases, favor Federal construction but discount rates of 8
percent or more will, in most cases, favor leasing.
In the past, GSA has used various discount rates ranging from 43 to 12 percent.

However, the Office of Management and Budget instructed GSA by letter dated
June 19, 1971, that future prospectus proposals for general purpose projects
present a present value analysis on the basis of discount rates of 8 to 12 percent
Use of these high discount rates in the present value analysis will favor leasing
in most, if not all, cases.

Sections 5 and 6 of S. 2479 would grant GSA authority, without further ap-
proval, to enter into either lease-purchase or lease-construction arrangements
with respect to projects previously approved for construction by the Public
Works Committees where no substantial change in scope has occurred. At the
present time there are 63 approved projects, for which construction costs are
estimated at about $736 million, that could be concluded under lease-constructionor lease-purchase plans.
GSA had prepared cost analyses of construction and leasing alternatives using

the present value approach for 22 of the 63 projects. GSA's analyses of 16 projects,
using a 434 percent discount rate, shows that the total present value leasing costs
of $366 million would exceed the present value construction costs of $315 million
by $51 million. Analyses involving the other six projects show that present value
leasing costs would exceed present value construction costs by $65 million on the
basis of the 6 percent discount rate that was used. The difference would increase
to $102 million if imputed real estate taxes were not considered as part of Federal
construction costs.

Question 2. What factors influence any difference in cost between the lease-purchase
and lease-construction methods? What percentage difference, if any, should normally
exist between the annual cost on a lease-construction contract and the cost on a lease-
purchase contract?

Answer. Under most long-term lease-construction transactions, periodic rental
payments by the Government are established by the lessor at an amount sufficient
to (1) amortize the developer's investment in the property over the initial period
of the lease, (2) provide a profit to the developer, and (3) cover operating costs
including financing charges (interest) and real estate taxes. Since the investment
is amortized at the conclusion of the initial lease period, the developer will obtain
a higher profit during any renewal lease periods. At the expiration of the lease
periods the Government has no equity in the property.
Under a lease-purchase arrangement title to the property vests in the Govern-

ment at the end of the contract period. Periodic payments, therefore, can be estab-
lished at an amount sufficient to (1) amortize the cost of the structures and the
site, if furnished by the developer, during the contract period, (2) provide an
acceptable rate of interest to the developer on the outstanding principal, and (3)
cover operating costs including real estate taxes.

Differences in annual costs of lease and lease-purchase arrangements would be
dependent on the duration of the contract periods, the purchase options under the
lease-purchase plan, the competitive preferences of the private developers for
lease vs lease-purchase plans, and the ceiling on interest rates, if any, prescribed
by the Treasury for lease-purchase contracts.

Question 3. Can you supply us with figures to indicate if there is a current office-
space shortage for Federal departments, and the volume of new space, if any, that will
be required over the next several years to replace old existing facilities and provide for
any expected growth?

Answer. Office space under GSA's control increased on an average about 3.2
million square feet a year, from 76 million to 92 million square feet, for the five-
year period ending June 30, 1971. During the same period the total space under
GSA's control—storage, special purpose space as well as office space—increased on
an average about 5.1 million square feet a year, from 194.4 million to 220 million
square feet. GSA estimates that its future total space needs will increase by about
5 million square feet a year.

Question 4. Have you done any studies that might indicate the impact on the pro-
ductivity of a P ederal employee working in antiquated and crowded office space
compared with an employee in a new building?

Answer. We have not made these studies.



75

Senator GRAVEL. Thank you, gentlemen, for coming forward. We
appreciate your very fine statement.
Our next witness is Mr. William Marshall of Norfolk, Va., vice

president of the American Institute of Architects.
Mr. Marshall, the floor is yours.
Will you please introduce your two colleagues for the record.

STATEMENT OF WILLIAM MARSHALL, JR., VICE PRESIDENT, THE
AMERICAN INSTITUTE OF ARCHITECTS; ACCOMPANIED BY
JAMES DONALD, DIRECTOR OF FEDERAL AGENCY PROGRAMS,
THE AMERICAN INSTITUTE OF ARCHITECTS; AND TOM BENNETT,
DIRECTOR OF CONGRESSIONAL RELATIONS, AMERICAN INSTI-
TUTE OF ARCHITECTS

Mr. MARSHALL. Yes, sir; Mr. Chairman.
On my right is Tom Bennett, director of congressional relations for

the American Institute of Architects.
On my left, Mr. James Donald, Director of Federal Agency Pro-

grams for the Institute.
I have a short statement, Mr. Chairman. If I may, I will just read it.
Senator GRAVEL. You may read it.
Mr. MARSHALL. Mr. Chairman, I am William Marshall, Jr., AIA,

a vice president of the American Institute of Architects, and a prin-
cipal in the architectural and consulting engineering firm of Mc-
Gaughy, Marshall, and McMillan, of Norfolk, Va.
Today, the American Institute of Architects, a professional society

representing 24,000 licensed architects, wishes to express its views on
S. 1736 and S. 2479, legislation to establish a Federal building fund
with which to finance the construction and operation of public build-
ings and facilities.
For as long as the National Government has constructed buildings

for its operations, the architectural profession has been closely in-
volved in the entire Federal building process. The architect does not
cease his activity which his drawings and specifications are approved
by an agency. He administers the construction contract to assure that
his client—the U.S. Government, in this case—receives construction
fully consistent with its requirements and expenditures.
From this vantage point, we have had an opportunity to view

firsthand the problems facing the General Services Administration
and other Federal agency building programs.
Our involvement has exposed us to GSA's difficulty in coordinating

project authorization, site selection, design, funding, and construction,
into an orderly and expeditious procedure. The problems preventing
a smooth sequential procedure have often led to costly delays—made
particularly acute in recent years by the disproportionately rapid rate
of inflation in the construction industry.
The removal of these obstacles to an effective, efficient Federal

building process will make our job easier and enable us to assist the
Federal Government in improving its present construction program.
But, more importantly. The American Institute of Architects

believes that the significant reforms reflected in the concept of a
revolving construction fund as embodied by both S. 1736 and S. 2479
will strengthen the strong business-oriented procedure of the General
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Services Administration and will result in buildings and facilities serv-
ing the needs of Federal agencies and the taxpayer with a savings of
both time and money.
While we believe that this legislation will vastly improve the present

building process of the Federal Government, we also view this com-
mittee's current consideration of these bills as an opportunity for
Congress to take a positive step toward encouraging excellence in
architecture and design in public buildings.
Without question, the General Services Administration has been

one of the leading public agencies in seeking superior design of the
facilities it builds. What we propose is that Congress give statutory
recognition and encouragement to these existing efforts as a means of
insuring that all Federal buildings reflect the finest examples of Ameri-
can architecture and design.

Similar statutory language has already been adopted by Congress in
present laws for federally-assisted housing and elementary and
secondary educational facilities in section 304 of title III of the Ele-
mentary and Secondary Education Act of 1965 and section 4 of the
Housing and Urban Development Act of 1968.
In establishing this statutory guidance, Congress acknowledged

that good design is in the public interest from the standpoint of econo-
my as well as esthetics and environmental quality.
We encourage the committee to consider the addition of language to

this legislation that will reflect an emphasis on excellence of archi-
tecture and design consistent with prudent budgeting.
Now we would like to offer our specific comments on the bills pending

before this committee.
The purpose of both S. 1736 and S. 2479 is to amend the Public

Buildings Act of 1959, as amended, and the Federal Property and
Administrative Services Act of 1949, as amended, to establish a
Federal building fund, subject to legislative branch controls, which
would be utilized by GSA to finance and maintain a congressionally
authorized public buildings program. The fund would receive its
revenues from Federal agencies paying user charges for the space
they presently occupy free of charge.
In our dealings with both public and private clients, we have long

recognized the disadvantageous position that GSA has as the major
Federal realtor in today's real estate and construction market.
GSA is faced with restraints which have developed over a period of

years when market considerations were not critical. However, due to
the massive inflation factor experienced in the construction field
today—now up to 12 percent a year—a more efficient means of prop-
erty management must be found to insure the most effective and
economical expenditure of the Federal construction dollar.
Reform of present Federal construction financing is essential to

take advantage of emerging techniques in the construction industry.
The existing system is a multiappropriations process with separate
funding appropriations for feasibility studies, site pruchase, and
design moneys, construction funds, and operation and maintenance
expenses.
Each request can mean delays. And in today's real estate and

construction market, time is money and unnecessary time expended
invariably means more money expended for the same work.
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To be efficient, you must have an owner with sufficient financing
authority and understanding to make a proper decision expediently
and accomplish the job in the quickest time possible. The revolving
construction fund established by this legislation will make this goal
possible. This single fund will give GSA the flexibility necessary to
accomplish proper planning and carry out its construction program
with a minimum of roadblocks, and saving the tax dollar by its more
efficient utilization.
However, the revolving fund concept offers more than this to the

legislative branch. It provides an opportunity for Congress to deter-
mine the full administrative costs of each Government program
through the inclusion in each agency's budget of user charges for its
physical space requirements, heretofore not included in the program
budgeting method.

This new accounting approach would encourage Federal agencies
to consider carefully their space requirements, undoubtedly influencing
them not to ask for more space than needed and to be more willing
to give up excess space not being properly utilized.
Both bills establish a revolving construction fund and eliminate

the maximum limiting cost on individual project construction. It
is anticipated that the Federal building fund procedure will provide
more rapid completion of needed facilities and consequently reduction
in costs. Further, the elimination of the maximum provision will
permit GSA to exercise maximum flexibility in structuring an effective
system. For these reasons, it is believed that this provision should be
given thorough consideration.
We would also like to comment on a matter that only S. 2479

addresses itself to—the existence of a backlog of 62 congressionally
approved but unfunded public building projects.
S. 2479 authorizes GSA to contract, within a 3-year period, purchase

contracts or lease agreements on those 62 public building projects.
These projects represent about a $1 billion backlog of work for which
sites have already been identified and purchased and architectural
designs completed.
Over the past 10 years, construction funds for GSA have been

limited to an average of $115 million per year. Based on this funding
history, it would take a decade to provide these facilities whose
mimediate need has already been recognized by congressional
authorization.
Purchase-lease construction will result in getting these needed

buildings constructed within a reasonable time frame. We understand
that GSA has estimated that savings in efficiency of operation will be
realized in excess of $50 million annually.
When you consider an inflation rate of 12 percent a year and the

fact that these buildings will not be immediately built without this
purchase-lease authorization, you can easily calculate that inflation
alone will add at least $90 million a year to the cost of these buildings
without improving the quality of the construction.
Financing by the private sector will allow the Federal Government

to have the use of this space much earlier, allow expenditure of this
year's Federal dollars for higher priority items, and permit the
Federal Government to take advantage of immediate construction.
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We do have two recommendations concerning the procedures for
purchase or lease construction of the 62 projects:

(1) We would prefer to see GSA retain title of the drawings
and specifications and furnish these to the developer as a part
of its package of requirements. This would avoid a transfer of
liability and allegiance of the architect-engineers from the
Government to the developer.
(2) We would strongly urge that the procedures provide for

administration and supervision of construction by the design
architect-engineer to assure proper compliance with the design
documents.

The American Institute of Architects believes that the legislation
under consideration by this committee will establish a financing pro-
cedure that will greatly enhance the ability of the General Services
Administration to serve the space needs of Federal agencies in a
timely and more effective manner, as well as eliminating the existing
backlog of approved but unfunded public building projects.
We have appreciated this opportunity to present our views on this

legislation and trust that the committee will thoroughly review our
recommendations and act favorably on them.
Thank you.
Senator GRAVEL. Your views are well expressed. I certainly appre-

ciate your endorsement of this legislation.
To what extent does the architectural profession take into con-

sideration earthquake hazards in the design of buildings? Is this
standard?
Mr. MARSHALL. Yes; it is standard in those areas that have been

deemed to be a problem. Earthquake zones, I believe they are gen-
erally called. They are spotted around the country. The most extreme
example would be on the west coast and in Alaska.

Senator GRAVEL. Thank you very much.
I have no further questions.
We appreciate your coming.
Mr. MARSHALL. Thank you very much.
Senator GRAVEL. The next witness is Mr. Harold G. Tufty, national

vice president for communications, Society of American Value
Engineers.
Mr. Tufty, it is a pleasure to see you.
If you will, introduce your colleagues for the record.

STATEMENT OF HAROLD G. TUFTY, NATIONAL VICE PRESIDENT
FOR COMMUNICATIONS, SOCIETY OF AMERICAN VALUE ENGI-
NEERS; ACCOMPANIED BY RUDY ICEMPTER, PRESIDENT OF THE
NATIONAL CAPITAL CHAPTER

Mr. TUFTY. Thank you, Mr. Chairman.
With me today is Mr. Rudy Kempter, president of the National

Capital Chapter of the Society of American Value Engineers.
We in the value engineering profession appreciate the opportunity to

comment on S. 1736 and S. 2479, both of which will amend the Public
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Building Act of 1959, "to provide the financing, the acquisition, con-
struction, alteration, maintenance, operation, and projection of public
buildings, and for other purposes."
Value engineering is a management method which can also be called

value analysis, value improvement, or value extension. Application of
the value techniques locates and removes hidden costs which are
unnecessary aad results in the lowest possible cost of ownership of a
building or facility.
We appear before you today as spokesmen for the VE profession.

I also happen to be vice president of LCK & Associates, Inc., the first
private firm to formally adopt these value concepts to achieve wiser
spending in the construction industry.
I say this because I believe some of the hard truths we have learned

by practicing value engineering for the last 7 years might be of some
help to the Government to improve its total construction programs.
In fact, it has been our experience that we have identified VE savings
of at least 10 percent of the construction costs on all the Federal and
State projects we have analyzed.
We understand that GSA is responsible for approximately $275

million of construction on an average annual basis—this includes both
GSA projects and those it administers for other agencies.
We presume that any specific efforts at reducing the total cost of

ownership under the terms of the new construction fund would apply
to all GSA administered projects when these bills become law.
To effect a long-range target of potential savings achievable upon

the full application of the value approach, we believe a reasonable
target figure would be $27.5 million, which is 10 percent of the total.
A realistic short-range goal would be 5 percent of the construction

costs achievable within the next 2 years, assuming a vigorous applica-
tion of these techniques.
What does a successful VE program need? We have learned these

truths:
(1) Top management has to insist on a specific effort to achieve

results. A small separate budget for the value effort is required.
This is true in both government and private industry.

Unless a special effort is directed by top management, proper
application of VE just doesn't happen.
For example, the 1970 Highway Act authorizes the Secretary of

Transportation to use "value engineering or any other cost reduction
analysis" on any federally aided highway project. As of today, to our
knowledge, he has not done so within the scope of the profession as we
practice it.
We are talking about something beyond that outlined by the then

Director of the Bureau of Public Roads before the full committee in
1967.
I am convinced that there are significant additional savings available

over and above DOT's current VE efforts. In view of the size of the
highway trust fund in construction, we would assume these savings
would be in the order of about $500 million, 10 percent of the total.
(2) Successful VE programs have several skilled people working full

time at applying VE. Experience has demonstrated that a part-time
VE worker is not effective.



80

Four years ago, evidence was presented before this committee—on
August 1 and 2, 1967—of the early achievements and the potential of
VE activities. At that time, the Corps of Engineers achieved with its
2-year-old civil works VE program savings of $6 million. In fiscal year
1971, the corps civil works VE program generated $30.9 million savings
from staff actions and from contractors.
(3) Savings targets should be established as a percentage of the con-

struction budget.
In summary, we are confident that a properly supported, organized

and managed VE effort will produce significant economies and a better
product. Our experience shows that a successful VE program must
include at least these ingredients:
(1) A specific level of budgetary support.
(2) Full-time VE personnel should be authorized as required in GSA.
(3) Management must set target savings, monitor progress, and

support the effort.
And finally, we believe that such a value engineering program

could materially assist GSA achieve greater economies in its building
program and that VE should be a specific part of the fund.
Senator GRAVEL. Thank you very much, Mr. Tufty.
You talk of savings in the order of $500 million if the highway pro-

gram is targeted.
What has been your experience in the application of VE to highway

engineering to date?
Mr. TUFTY. We have, I believe, pioneered in the application of

value engineering to a highway program. We are not at liberty to
reveal the State involved, but we did a study of a $16 million section
of interstate highway in a rural sector and identified potential savings
in the order of $3.2 million.

Senator GRAVEL. You also talk of innovative solutions.
I wonder if you can tell us what you mean by that?
Mr. TUFTY. Value engineering by definition encourages new ideas,

and innovative solutions. It asks a lot of hard questions and questions
not usually asked and, in many ways, that is why it is effective. In
particular, we are aware of an opportunity that exists before GSA at
the moment to adopt some of these value engineering innovations and
talents at no cost to the Government.
We believe that if GSA were able to respond to this kind of initiative

quickly, that significant savings could be materially achieved quite
soon. Every day of delay costs the taxpayer money. As I say, it is a
new approach and it requires resourceful handling by everybody
involved.

Senator GRAVEL. I am impressed by the possibility of this new
approach. I just wonder if there would not be a possibility of initiating
some type of temporary project or a demonstration project on one
particular building with respect to GSA's 63 buildings.
Mr. TUFTY. I think that would be a very helpful way to investigate

the opportunities of the potentials of the program.
Senator GRAVEL. Have you had any discussion at all with GSA in

this regard about the possibility of setting up a demonstration project?
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Mr. TUFTY. There have been tentative indications from some of the
new people involved there that are several layers down in management.
As I have said previously, our experience is that unless top manage-

ment interest and support is there that things just don't happen. It
gets farther down the list of priorities.

Senator GRAVEL. I would like to go on record as endorsing this
approach.
I hope the staff of the subcommittee will contact GSA and apprise

them of this testimony. I would like to get a response from GSA
with respect to the possibility of setting up a demonstration project.
I have no further questions.
Thank you very much, Mr. Tufty.
Mr. TUFTY. Thank you, Mr. Chairman.
Senator GRAVEL. There being no further witnesses, we stand in

recess.
(Whereupon, at 4:10 p.m., the hearing concluded.)

0








		Superintendent of Documents
	2024-04-02T21:13:52-0400
	Government Publishing Office, Washington, DC 20401
	Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




