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COMPTROLLER GENERAL OF THE UNITED STATES

WASHINGTON ’

A~95602

Hov 1 1943
The Honorable
The Secratary of the Hawy.
Ky desr Ur. Knex:
Bxsmingtion by representatives of this offlae of the contracts

and records pertaining to the operation of the restaurant at the

-

Portsmouth Havy Yard, Kitteiry, Hee., brings out certain matters te
whioh it is deemed sdvisable to invite your attention, and which are
reported substantially as follows)

The restaurant at the Portemouth W vy Yard, Kittery, la.,
has been operated as & concesslon by Crotty Brothers, iains,
Inoe., under an agreement dated April 28, 1341, entered into
by and betwesn the Portamouth Navy Yard, represented by John
De Wainwright, HBear Admiral, Cormandent, and Crotty Brothers,
¥aine, Inc., represented by Andrew J. Crotty, Jr., President,
whieh grants the exolusive privilege of selling all food
stuffs, including candy, tebacco, milk, sud beverages, except=
ing aleoholic beverapes, within the Navy Yard plaat, exeept
at the Sudmarine Barracks, Marine Barracks, Haval Prison,
Hospital, and O0fficera' Club. The contraot provides for .
payment by Crotty of 4 per cent of its gross reeeipts, with i
the axception of receipts from sales of milk, eigars, cigarettes, !
and tobacco.

By an axohange of letters, the agroement was modified |
effeotive October 1, 1941, to provide for a commission of
2 per cent in lieu of L per cent,

Commissiona received from Crotty have beem paid by ohecks
made payable to the "Havy Yard Horale Fund®, and have been J
deposited by l&r. Dennie Lony, chief clerk, in the New lampshire !
Jational Bank, Portemouth, W. He Reoords show that the balance
on hand as of August 30, 1943, was £12,391.85, and that over
the period from June 1941 to Auzust 21, 1943, a total amount
of $18,335.43 was disbursed therefrom, for various purposes.
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—— _furnishad by the Havy.
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When Admirel Withers, pressnt Cozmsndant, was {irst
oontacted regerding the oontract, he stated that he had
been tipped off from (monset Polmt, R.I., that the Comptroller
General's investizators were zoing into the matter of
restaurant contracts, and that he intended to oblizate the
balance on hand in the fund 30 that it could not be takan over,
and to negotlate a new contract which could not be yuestioned
by the Comptroller General.

A now agreemout was exesuted &s of Auzust 26, 1943, by
and between the Tortsnouth Eavy Yard Employees' Cooperative
Assooiation, and Crotty Brothers, Kaine, Inc., and the a;res~
ment is shown to have been approved by T, Withers, Rear Admniral,
Commandant, The tarms and conditions of this asreement, with
some ohan s, are similar to the prior s;roement. The clause
providin: for payments 1a ms follows;

®Cpotty furtier ezrees to pay to the Associatlon
" twe per cent of its _ross receints from the business
done in the Navy Yord Plant."

The ocontractor occuriee space in buildincs in the Havy
Yard as follows,

Building ¥oes 18. A building approximatsly 100 feet by
200 feot houses the main eafeterim. It was learned that
charges for elsotrioity and water aro metered for thie building
aud paid by Crotty te the disbursing officer., Charges for
heat and power (stoam) are prorated and appesr to be proper.
Charzee for gma are pald direct (tank sas iz used) dut all
;&8 piping and oonnvetions were furnished at Government expense.

Building ¥o. 17L4e A portion of thils building, approxe
imately 90 feet by 100 feot, hLas been oocupled by Crotty since
February 3, 3943, without any charpces for elestricity, mwter,
heat, and power.

8ix "shacks” ap.roximately 7 feet by 18 feet, built out-
side variocus buildings 1ln the Yard, are occupied by Crotty
at various feeding intervals throuzhout the day for the dia-
tritution of sandwiches, coffee, ete., for the workmen.
These shacks have no comneoctions for water, heat, and powor, out
are wired for two licht receptacles for which no slestrioity
charge is made to Grottya In addition to these buildin:s, ovens,
atoves, refrigeratore, racks, oounters, tables, and chairs are
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In an interview, Capte Re Do Spalding, Publie Worke
Officer, stated that he had billed Crotty for nower, water,
neat, and light furuished %o Buildiug Hos 18 (the main ros-
taurant building), but that to-hie knowledge no charges have
bagn wde for these utilities in other locations ocoupied by
Crotty. THe stated that he vould stert billing the contractor
for utilities used in Buillding Ho. 174 as of Septembher 1, 1943,
but that only electrisity was uaed in the six shacke and that
the amount ussd would be tos mmall to bother with. Capt.
Spalding wlso stated that the ¥avy has been furaishing all
janitor service for Bullding Nos 17} that this appeared to be

' proper when Crotty first startsd using this bullding in early
1943 because the ¥avy furnished this space as a room in whioh
its employees inight ksep warm vhile eating lunchy and that the
bubineas kept growing and when servioe sounters were buillt for
trotty (oompleted February 3, 1943) he felt thet the contractor
should furnish his own Janitor ssrvice, but wme told by the
Commndant that Crotty was uneblo to obtain the necessary
help to supply this servicej; ut that begimning September 1,
19,3, either Crotty would furnish his own servies or be charged
“for the service furnished by the Havy. With reference to past
due charges for utlilitles mnd jamitor service for building Ro.
174, Capte Spalding stated that he would prefer to have the
Genoral Accounting Office ostablish these amounts, after which
aotion would be takan to effeot collsotion.

Yeane for the doterainstion of the valus of utilities
furnished B:ilding NWoe 174 ware not presently avalladle. FKowe
aver, inq.iry diselosed that for the period from February L,
1943, to July 31, 1943, inoclusive, the full timo services of at
least two jenitors were used for the portiom of the bullding
oooupied by Crotty, which sexrvices at the median rate of pay
for janitors, $6,L0 per day {§12.80 for two), would approxizate

$2,279.L0,

For the period of June 1, 15L2, to July 31, 1343, inelusive,
grotty haw® rsceived commissions of $17,171.52 from vending
machines of the Meine Candy Service Co., Portemnouth, H. Ha,

Thege vending machines are owned end ecrviced by the Maine
Candy Servisce Co. with no operating expense whatscever to (rotty
and the commiassion ia on & 20 par cent basis.

For the par.ad of April 1, 1942, to Xly 31, 1943, inolusive,
Crotty received commissions of $18,920.68 from the Beverage Dise
paneers of Baston, Inc., 113 Lllacola Sitrast, Boston, lass., for

-sales of heverapges dispensed in cupe from veading machines.

— =

This commiasion is on a 25 per oeont basis or $.0125 per drink.
fhege vending meghines are owned and serviced by the Beverage
Diapansers of Boston, Ince, with no operatinz expense to (rotty.
9€ the oiphteen rachines now in thS Yard under Crotty only one
naohine is located in thoe restaurent, R



On the eombined profits of candy vending machines,
ond drink vending machines, amounting te $36,092.20, Crotty
has pald a 2 per cent ocumission on pross sales amounting to
§3230480, leaving a balanee of $32,801.40 profit to Crotty.

For the period of Mareh 20, 1942, to July 31, 15L3,
inolusive, Crotty has received camissions of $8950.69 from
the Maine Ciparotts Service Co., Portémouth, N.H., for salesn
of cigarettes from vending machines. Thils ocommisalon is on
a $+015 basis per paokage of sigarettes. These vending

"maohinea are omnod and sorviesd by the ¥aine Ciparette
Servies Co. with no opersting expemse to Crotty, bHbut all of
this profit has besn retained by crotcy ner maragraph 1, of
azreomsnt deted April 28, 19L1.

ihis profit of $8,990.65 plus the profit of $32,8440
ee shown, supra, totals $41,852.05 profit to Crotty for the
period of "“P"”aro 20, 19h2, to Auguat 21, 19)3.

In an intarvicw Hr. Long atated that he knew of an
athority for creating a "Havy Yard Morale Fund"; that he
tmew of no eauthorlty for the disposition of such & fund;
that competitive bids were nnt solicited in zranting the
conoession to Crottys and thet & copy of the contract wae not
transmitted to the Ceneral Accow ting Office. Mr. Long
further stated that the authority for negotiating the agreee
ment of August 26, 1943, was letter dated July 15, 1943,
fyom Ralph A, Bard, Asaistant Secrstary of the ¥Navy (SOSED-
.[E-mf'br)o ‘
It 1s requested that the value of the utilities end janitor aer= |
vice furaished the contractor over the period for whioli charyes were
not made be sscertainsd and cqllecﬁion nade.
In acoordence with the roquirements of seotion 3743, Revised
Statuter, the original oontract as modified and supplessnted should
ba forwarded to this office, tosether with justification for enfering
into the ocontraoct withat advertlsing.

nerardlsss of the form of the g reoment and the contracting

sartlas, it ts obvimis that ths restaurant Iy Oporated—intoverment
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buildinge and that its equipmsag; in large part, was pald for from
nppropri;tad funds af the United States.

" As wae stated in a previngus leltt-r to you (A<35643, Mareh 19,
143), covering a sinilar atter, it is appreclated that the cafeteria
serves a very useful purposs, sand thers is gerteinly no dispositionm
on the pary dt thig ofiice to objeet to 1t.1 ﬂowevor. in tiie abaenoe
of statutory auihority pefmittihg the ratentiﬁn of revenues acoruing
thorsirom, and sinee the right to p;noa vending machines in Governmente
owned oullding s constitutes & valusble privilege which should be let
to the ki hest bidier, all recsipts from sﬁoh loasing are publie funds
and, topether with all revermes from the cafeteris, are required to
e deposited and coverwd into the Ireasury as uiscellaneous reuvelpta
under the provisions of sesotion 3617, Revised Statutes (U.S.C. 3148L4)
and 7 Compe Gene 306

Advice as to the mnction teken will he appreoclated.

Sinoerely yours,

Comptroller General
of the Unlted Stataes




