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30-Year P.O* Leases Supported
Statement of U. S. Senator Hiram L. Fong (R-Hawaii) 
For Delivery in Senate 
April 27, 1967

I support passage of S. 1039, which amends and extends 

for five years the authority of the Postmaster General to enter into 

leases of real property for up to 30 years.

Present authority to enter into 30-year leases expires 

April 30 this year. If the 30-year authority is allowed to expire, 

the Department will have, under permanent law, authority to enter 

into leases for up to 20 years.

Annual rentals under 30-year leases are smaller by far 

than under 20-year leases. Therefore, it is logical that if the Post 

Office Department is allowed to enter into 20-year leases, it should 

be allowed to enter into 30-year leases where this would be advan­

tageous to the Government.

Based on the hearings conducted by the Senate Subcommittee 

on Public Buildings and Grounds, on which I serve, I believe leasing 

authority is an important management tool for the Post Office Depart­

ment.
In the past, however, the Post Office Department has had 

quite a free hand in administering its leasing authority. S. 1039 

would, very properly, circumscribe this authority. Thus, the 

pending bill represents an improvement over existing law in three

significant respects.
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First, whereas the Fbs t Office Department, under its 

existing authority, is not required to consult with the Administrator 

of General Services regarding the feasibility of providing the re­

quired postal space through government construction, S. 1039 does 

provide for consultation with the Administrator before the Post­

master General may exercise his authority to enter into leases for 

up to 30 years.

Second, S. 1039 limits the authority for 30-year leases 

to ‘'special-purpose” post office buildings. Previously, the law did 

not impose such a limitation. A special-purpose post office building 

is defined in S. 1039 as one which is in a particular geographical 

location making it convenient for processing mail, is designed in 

a particular configuration making it convenient for processing mail, 

and is not readily usable nor convertible as a general-purpose office 

building.

Third, S. 1039 provides for Cpngressional review of pro­

posed leases of whatever duration, short-term or long, of special­

purpose buildings larger than 20, 000 square feet. The bill requires 

the Postmaster General to submit to the Senate Committees on Public

Works and the House Committee on Post Office and Civil Service at
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least 30 days prior to entering into a lease agreement a report • 

giving the full details about the proposed lease transaction, in­

cluding the need for such an agreement.

This procedure will enable the Committees to maintain 

surveillance over the lease program of the Post Office Department.

No such requirement is imposed by present law, either 

with respect to 30-year leases, 20-year leases, or in fact any 

leases. Thus, if S. 1039 fails of enactment, the Post Office De­

partment would retain authority to enter into 20-year leases, but 

it would not have to give Congress any prior report on a proposed 

lease. The pending measure, therefore, is an improvement over 

existing law.

Some mention should be made of Federal long-term leasing 

versus Federal construction of postal facilities.

Actual construction costs of a postal building such as we 

are discussing are approximately the same whether built by the 

Government or by a private builder.

Any comparison of Federal leasing versus Federal con­

struction of 20- or 30—year postal facilities, therefore, has to be 

broader than just construction costs in order to ascertain the total 

costs of both methods to the Federal Treasury.

Obviously, rentals under a long-term lease must be suffi­

cient to cover the lessor’s amortized cost of construction, interest



- 4 -

charged on money borrowed to finance construction, taxes, in­

surance, and a reasonable return to the lessor.

Taxes and insurance are not paid for a Federally - 

constructed building on Federally-owned land. So the local 

government loses the real property taxes that a private lessor 

would pay. And the Federal Government loses the Income taxes 

that a private lessor would pay on income from buildings he leases 

to the Post Office Department,

So from that standpoint, obviously the total cost will be 

lower under Federal construction than under a long-term lease.

Although some may contend that the Federal Government 

does not have to pay interest, when we are in a deficit financial 

position, as we are and have been for some years, some interest 

must be attributed to post office construction financed out of Federal 

appropriations. True, the interest rate may be lower than the in­

terest rates paid by a lessor for the same 20-or 30-year period.

Last year, a study by the Bureau of the Budget analyzing 

comparative costs of post office building space was submitted to the 

Senate Subcommittee on Public Buildings and Grounds. This study, 

on page 76 of the hearings last year, demonstrates that cost dif­

ferences between Federal leasing and Federal construction depend 

upon what assumptions are used in making the comparison and

what factors are included and excluded.
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One set of assumptions and one set of factors used by

the Bureau of the Budget shows Federal leasing costs $60.3 million

more than Federal construction and ownership of a 30-year post 

office building.

A second set of assumptions and factors shows leasing 

costs as $34. 7 million more.

A third comparison shows leasing would cost $19.2 million

less than Federal construction.

So statistical exercises can be employed to prove one

point of view or another.

On the question of Federal long-term leasing versus Federal 

construction, the Assistant Postmaster General Amos J. Coffman 

said in his prepared statement for our Subcommittee this year -­

and I quote —

“The General Accounting Office, the Post Office 
Department, and I might say, the Bureau of the Budget, 
are all agreed on one proposition, namely, that the 
larger major facilities required by POD can generally 
be constructed as Federal buildings more economically 
than they can be provided as leased building. "

Mr. Coffman continued:

“This consensus then is the basis for the future 
policy of the Department. That policy is that to the 
extent possible and desirable, including availability 
of funds, our larger facilities will be constructed as 
Federal buildings either by the Department under its 
delegation of authority or by GSA as combination post 
office and Federal office buildings.
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"Under this policy we believe that a very substantial 
number of buildings now being planned as leased buildings 
will be converted to Federal construction.

"We believe that this policy, unless interrupted by 
events and forces outside the control of the Department, 
will result in the great majority of the Department’s 
larger facilities being constructed for Federal ownership. ” 

So, whereas prior policy of the Post Office was to rely 

heavily on the leasing program for its larger facilities, now the 

Post Office has the policy of relying mainly on construction, except 

for those occasions where a 30-year lease would be more advan­

tageous to the Government.

It is important also to note that whereas the General 

Accounting Office has in the past taken a dim view of some of the 

Post Office lease transactions, this year a representative of the 

General Accounting Office stated at the Subcommittee hearings, 

page 60, as follows:

"In our opinion the Postmaster General has need 
for the authorities contained in section 2103 of title 39 
to acquire title to sites and to enter into leases for 
periods not exceeding 30 years, and we recommend 
that these authorities be extended. "

It is my understanding the General Accounting Office is in 

complete agreement with S. 1039 as amended.

The hearing record offers persuasive testimony indicating

there will always remain some circumstances where long-term



- 7 -

leasing authority including land acquisition authority, will be needed 

-- in other words, where Federal construction is not possible nor 

desirable.

A situation may arise where for one reason or another the 

approval and funding of construction of a Federal building is not 

possible in time to meet postal service requirements. A leased 

building may then be preferable to no building at all.

A situation may arise where the site needed for a postal 

facility is not for sale and is owned by a public body, such as an 

airport authority or a port authority against which condemnation 

is not considered appropriate. Many airports, for example, are 

willing to provide a facility at their cost, but are not willing to sell 

the land for the construction of a Federal building. Again, leasing 

authority would be valuable here.

A situation may arise where a city or other taxing authority 

is willing to donate land or sell it for a low cost in return for a 

structure that will remain on the local tax rolls. Without leasing 

authority, the Post Office could not participate in such an arrange­

ment.

A situation may arise where the only way a prime postal 

site can be brought under control for the leasing program is by

condemnation.
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Also, the leasing program enables the Post Office to spread 

the cost of space over the period of occupancy, rather than over the 

period of Federal construction. During the occupancy period, the 

revenue from users of the mail helps pay for the space being leased.

Where leasing is desirable and where long-term occupancy 

can be foreseen, the 30-year lease term is more economical than 

the shorter 20-year term to which the Department would be limited 

if S. 1039 is not passed. As I said before, the annual rental rate 

is substantially less under a 30-year lease than a 20-year lease.

Based on the testimony before the Subcommittee on Public 

Buildings and Grounds that a need exists for 30-year leasing author­

ity, I am willing to support a five-year extension of this authority 

provided in this bill. I am persuaded there are situations where a 

30-year lease would be advantageous to the Federal Government.

Moreover, we will have an opportunity to look at this whole 

postal leasing program in five years. Meantime, the appropriate 

committees of Congress will maintain current surveillance through 

the requirement of reports from the Post Office Department. The 

knowledge that Congress is going to examine proposed lease arrange­

ments will cause Post Office officials to be particularly diligent and 

careful in making such arrangements.
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It is my understanding, as a Member of the Subcommittee, 

that the Post Office Department intends to use the long-term leasing 

authority sparingly, judiciously* and justifiably. Congress will be 

watching to see that they do.

One further aspect of S. 1039 deserves mention. That is 

the extension of the Post Office Department’s land acquisition and 

disposition authority. I am persuaded this authority is essential 

to an effective leasing program whether the leases are of 10, 20, 

or 30 years in duration. If S. 1039 is not passed, the land acqui­

sition and condemnation authority will expire and will not be available 

for the Department in connection with the Department’s permanent 

authority to lease up to 20 years.

The Post Office atributes its success in obtaining site 

options at fair and reasonable prices for its lease construction 

program to the existence of condemnation authority in 39 U.S.C. 

2103. Testimony disclosed that the mere existence of the authority 

to condemn is sufficient in almost all cases to enable the postal 

service to obtain assignable options.

Direct land acquisition authority is useful when, for 

example, one or more owners of parcels within selected site 

area demand exorbitant prices and the Government’s interests 

can be protected only by acquiring through condemnation, leaving

the determination of fair value to the Court.
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It is useful when option speculators tie up the choice sites 

in an area to force the Government to accept their terms*

In cases where clear title to one or more parcels of a 

selected site cannot be conveyed by the ownei*, title can be cleared 

by condemnation proceedings.

It is useful when a municipality or other non-Federal 

Government unit owns the desired site and is willing to sell at a 

reasonable price, but lacks statutory authority to do so.

These are but a few of the occasions when direct land 

acquisition is useful. As long as leasing is permitted, the Post 

Office Department should have the authority for direct land acqui­

sition, for this permits true competitive bidding on the same post 

office project, including the same site.

In conclusion, I would like to make one final observation. 

It is my privilege to serve on the Public Works Committee, which 

reported this measure favorably. It is also my privilege to serve 

on the Post Office and Civil Service Committee, which has juris­

diction over most postal matters. I have, therefore, a particular 

interest in the improvement of the Post Office Department.

The volume of mail which the Post Office Department 

handles each year is staggering -- and it is growing by leaps and 

bounds. Despite the greatly increased use of telephone and other
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communications media, the American people are using the mails 

to an extent never before in history.

It appears the Post Office must accelerate its mail handling 

equipment acquisition. It must accelerate its efforts to find the 

space to handle the mounting volume of mail. And it must have 

the flexibility to accomplish this with efficiency, speed, and economy.

S. 103 9 gives the Post Office Department a measure of 

flexibility. Yet through the checks and restraints I have described, 

the Post Office Department will be held within proper bounds.

The measure follows the precept of giving the adminis­

trators the proper tools and then holding them accountable.

I join my colleagues on the Senate Public Works Committee 

in urging passage of S. 1039.

---- oOo-----


