
I, ' : . i ' t ,—..: •- ' - * ? 

UNITED STATES GENERAL ACCOUNTING OFFICE ^.l/^ 
WASHINGTON 25, D. C. -M^-^'S 

"̂  AUorriNa DIVISION 
' — - ' /y ./ ' ^ Jjjft' 1 „ bn: 

4 

The Coi^twller General 

Attached is a copy of a laeaDranduni dated Jbprll 2^» 1959» froa 
oor Assistant Blreotort Dayton, Ohio» requesting a legal Iziterpre-
tatlrai regaxdlng four ̂ OMtions arising in connection with bnr 
reriew of the operation of the Air Force Departnextal Ibdturtrial 
Squipaent Reserve Storage Site R6. 6 at l&rlettay Georgia^ 'b^ Tiin^ane 

Onr Assistant Director, Dayt(»i| Cbio, is eoneemed about the 
legality of the retention V the contractor of proceeds from sales 
of equlpaient furnished Vy the Govenuaent for use in operating the 
storage site and applying saeh proceeds against fixture billings 
for operating the storage site. This practice has been questioned 
because it possibly resoits in an augmentation of the appropriation 
57'-3'K}0» operation and aaintenanee^ tdiicb provides fands for the 
operation of the storage site and eontrav^wioe the requireoMit that 
all proceeds fron any sale of surplus property.be eovered into the 
Treasury as oiseellaxteous receipts. 

: Ve have discussed the attached aeaorandum vith the Assistant 
General Counsel (|Q.scellaneou8} ^ino suggested that the matter be 
submitted for consideratipn. Aecordlnilyp we respectfoBy request 
instructions regarding the questions presented^ our Assistant 
Director at Dayton. 

Sincerely yours, 

lawrence J. Fovers 
Director 

Attadiaent 
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Indorsenent 

Director, Defense Acccontlug and Auditing Dirlalon 

^tnniBd. Vhile Qoventteot-f urzdshBd prcparigr i s not qf>eclfical3y 
locliKaed Is the definttlon of "contractor invMrtuiy* as e^tbtiaed in 
sectlos 3(Ic) of the act (2tO U* S. C. U72(k}}/lt U included in the 
TlBf1Mt-**>̂  bgr the ztiles an^jregolatlonfl proisUgftted under the act 
(IjO Q. S» C« App. 55*17) r^nwver, the statatocy definltiim specifies 
•azv prcperlgr acffliired bgr * * « & contractor « * «" v i ^ tit le to the 
pv̂ pertgr vested In the OoreniBaezzt. Slzace ^aeqoire* neana to obtain toy 
aig means, the atatutscy deftnitlon i s broad enoo^ to ineande Govern-
n«a;t<araieh6d propertjf • 

The augn»ntatlon <if î jprĉ flriation 57-32iOO, If aî ^ occurs at the 
time equ^mmt purchased frca 57-3100 funds i s funsisabed lir the OoverD-
ment» rather than vfaen audi equipment i^ eold axtd the proceede applied 
agalost enrvent bHUflgs, eisee the contractor preeumab̂ T' mwild have had 
to pttichase the eqaipment and vou!Ld have been reiabuned vlth 57-31400 
funds if such eqiU{>ment had not been fundshad ^ thê krveraDiSBt. How­
ever, eectlai 202(c) of the act (liO 9« Ŝ  C. Ii53(e))*^t osi3y authorises 
bî t requires each flzeeuti.T» agen^, as f er as praetioable, to "make 
r«asslginent8 of {vcpertcr oflBg activities «lti4a the ages^ iten such 
propertQr iif determined to be no longer requî red for the purposes oT the 
i^roprlatlon from idiich i t vas purchased * * *«" 'Sbsaa, the reassigzt' 
M&t of pro|}ertsr aaoi% actlTlties vithis an ageusr financed t? differexxt 
^^pr îrlationa la specif ieaUy anthraised and directed* The operation 
of a stera^ site, vhether tgr eozrtraot ttt otherwiM, would ^}pear to be 
an "aetivitgr vltbin tiie agency.* Benee, ^» fumlshlz^ of the properiy 
MS authorixed by statute) (assuadng i t to he a bona fide taransfer for 
use and^pfa mere subterfuge); section 203(f) ofTSe acr*(l^ U. S, C* 
ltflii(f }> l̂$erBita executive agencioB to authoriae contractors to retain 
or dispose ef eontraeter inventoriesj and secU^n 20lj.(e) of the act 
(uO 0« s. C. 2(S5(e)}f̂ recognl£ea contract provisions, authorlsiag proceeds 
Cf aalas of prqpertgr in ^ e oustocbr of the contraetar to be credited 
^ealnst the cost of the vork covez<ed by such cooiract, as coatro311ng 
and not subject to the reqixiremant of the iK̂ t that proceeds of sales be 
covered into miaeeUaneoas reee^ts* Acc^ding^y, the transaction cited 
•ppears to be authoris&ed tgr statute. 

In viev of the above, i t is apparent tiiat, vbere prci>ertjy acquired 
w.th 57*-310D fuada and fiimiahed ttxt the operatlott of a Oorarnneat stcrage 
^ ^ 1« dlî ;>ofled of, i t is proper]l7 c3as^led aa «c<aaia*aotar invmBtory" 
^Wtt tl» Intent of itO 0. S. C. li72(k),Ha»8ualflg, of coarse, that such 
'̂ ''luvhiBg for use was bona fide and sot a subteifuge. Question 1 i s 
«n«»ered accoPdingay* 
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Questl^ 2 i s anssered In the affirmative^ asaumingA of ĉ Mxrse, 
that the contract so provides* 

la viotf of the answer to Q^stlos !» no rep^ i s necessary to 
Question 3, 

Since 10 U* S. C. b35<e}^peci£Lc8lly statea î asy contract," i t 
must be deemed applicable to a l l l̂ rpes ^ ocotraota. fioweverj -VAŜ OB i t 
refers to î any sals of property-,* i t must be dê Bsd i^l lcahle coOy to 
property property classified aa "eontraeter ii»r»ntox7»* inasmuch as 
IiO U« S« C« ItSl^f JTNpexiBits exeoutlTe agencies to authorlaa oonfcractGrs 
to dlflpose of only •'contractor iizventooey." Queatloa k la ansvered 
aeeordingSr* 

IQ^PH CAMPBELL 

Go^tr<Qlar General 
of the tmlted States 

Attachments 
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