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fhe Homorabls,
The Secretary af War.
Wy doar Nr. Seoretary: .
' xm.mamﬁ.&ﬁ.mmmhz
Greves, Corps of Engineers, uqmthgmnhm:thh
mmmmhmwnawumwwmmum
| under tws previsiens which ere tu be imeerperated fnte a cortain cost-
. . plus-avfized feo ecutrmot prupssed to be extered into by your Departe
‘mant. | |
Cortain paymsnt provisions ctth. W' sontrect wore sonsidered
’ in my decision of April 19, 1943, te you. mﬁmnm
1mhﬁuotmm8;&t¢m¢m:mdmimh
uud.wmmmw&mimmuu'
Wammmivmmﬁoww-w
mmmmmuummummnmm
ummmmmmnu&umm%
liss sums edvazesd to It by the Gevermmsat for the yurpesee (1) of |
establishing and replenishing a ssllatersl or gwrsates fund er fumls -
taammmmtofmmmwmmmu.mv
be required or appreved by ths eemtyasting afficer amd (2) of estad~
Iishing and replenisking an "Employses Bemefit Pund” from which |
mchlmmﬁamummw&mmmtotmﬂ"ﬁg;
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2o Sotally and pcmntqcmmorm e & pesult of aynm
e&mmmumwtutwumummazd~
werk wsder the camtrect. | - R
| uﬁnmmummwmm.uhm&uthtx o
publie mbmwmmmmmmwmm;_
with the appreval of the comtysating effiser; mrnmmt |
company and en indemnity comgany, whioh yeliey prévides for the M
.mxuhmthummuwmuumwcow
fund of §10,500,000 to seeure the eyment of jrenises. It is stated
m:mt&hmmmhmﬁnmgwm
emuhrmmwmuwhmmk. With
mummm-mmm.ﬁum‘tmmmu
to be established and mintained Uy the eemtwastor with Goverzment
m.hmmuﬁ.ﬂ@&mumumm
umm.mmymumwrmwmt.
for ressons ofamﬂpnblhﬂtqdiommpnmﬁn
will be expleyed wmider the centymst sgainst the wapredintable hasards
mom.u-nueowmmm-smmmmw_
elains, it will de necessary e mintain this fund, Alse, 53
stated that both the ecllateral imeurauce fimi and the Repleyees
Benefit Pund are to remin availadle for use througheut s peried of
ten years after termimation of mnufacturing epsrations under the
oontract involved. |
The pertinent provisions of the cextramct pertaining to the estab~
lishing of the collateral er guaramtes funl for seouring paymsnt f
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inaurance Fieiiens wre soatad.od ~.mWam9wmaam |
thereof, Ssotion 3 provides, in substanse, that the M”
suthorised to make such paymemts in advance out of the p-mw
mde uvuihbhtoubyibmﬁﬂwmemmf:w;:f.:
agt Do subjest to any LIAbIIIty with reagewt 6o Ve fumds do'
uuﬁtamuwzzwmmmmaauhn“
u-mummummwmmm«u lll‘*
ever, ithstlpmtﬁﬁhtibmwdmm”hOM‘
pwuunmmgrnrmm:agwmm«mmmm
following mannsr: Until liguidated, the advensed fonis are to de
dowimeMrwWhttmmmcoum'atc
mm&hummbercrmm.mwnor(mma
is insured with tho Pederal Depesit Tnsuranee Ghrperetion, Such
funis are to be carried separute snd distinet frem the general or
other funds of the carrisr or enfrisre snd are ¢s be ured exolusively
for oarrying owt the contract of insurenve and mot for any othar
business ef the oarrier or carriers. Rhmﬂw&tuaw
mummmo&wumwwunurumn
in United States Government securitiss and that the interest ekyned
from such investmmnts, loss expenses ineurred in the imvestwat,
mnagenent, ommmmormmmmnupuum
contrector for the account of the Govermment. The insurance osrrisr N

or ocsrriers are to have the right te draw on the special sceoumt
subjeot only to the provisions of the contract of insurance. The
bank or banks with whish the funds msy be despesited are to faraish
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periedic Teperts to the contrestor showing the amount of manm
mmmmmeumwmmmummum«m.
with it and, alse, are te repert "y w or desrense in. m
amowt of ssouritiss purcimsed by the mﬁﬁ the M ]
Tho pertinmt previsions of the cntsmat yelating to the sade

1ieument of the Employees Danefit Pand are coitathyd mmsohm
of the proposed comtract, which recites tdat, in view of the mhm
and unusual hegards which my ds invelved htmmmmncafm
econtrest and sinae the comtyacter has besn mhh.- despite oxtended
offorts with the assistanes of the gomirmeting officer, %o cbtain
satisfestory insurance covernge far ité employess, the Government
agrees that the oomtreastor shall Mave the right to establish, mine
tain and utilise & benefit fund from whish peymentse~in addition to
those provided for by workmen's emggsnsation laws or ether statules

or under the terms of the contwmotor‘s ssployes wellfare pleus «nd
Policiss-emmy bo zads to or an sesount of ewployees who bscoms toikily
and persmnently disabled or dis as & result ef such hagards. m;w
fore, the artiols murthorises the contimotor %o withdrew from tiwe ¥4
time from sums advanced to it by the Gevermemt, Mum
XIV of the cantrect, smounts sufficient o establish and replenish as
Employses Benefit Pund of §5,000,000. The bemefit fund is ¢o de estibe
lished immdistely upon the exeeutisn of the contreet and is to be
mintained for a period of ten years after the ternimation of mmue

facturing operations thereunder.
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| The said Article XXXIIT provides further that whensver the oonw
tractor shall determine, with the approval of the ~ecntrasting Oﬂﬁﬂ'g
that any employee has beoame totelly and perminently disabled nm
died as & result of eany hasards reeultingfrupormctww

traot, the contrmotor shall Bawve the rimupymmwm: A

fund to such employee or te his named bmfiehrf'w lagnl uymwn

tive, the sum of $10,000, but that when any such payment has besn

mde to an emplayes who has becoms totally end permnently dmbm.

. no further payxmnt shall be made by remson of the death of such
oxployes. The payment is to be mde anly upon the ssouring of a
release relieving the comtrector and the Government, to the extent of
the payment, frem all olaims of the employes on eagount of any dis-
ability or death, exeept olaims mder workmen's cuxpensation laws or
other cocupatiomal disease statutes. |

Alss, it 1s previded in irtiole XXXIIT that the bemefit fund is
0 be held in eesh in a special eccount in & bank which is s member
of the Federal Reserve System or that it may be invested, in whols er
in part, th United States Government securities which securitiss are
to be kept in a safety deposit bax in the sams bank. The bank is 49
report to the ecntracting officefamy incresss or decroass in the feee
amount of any seouritiss whish may be purchased with any ef the Demefit
funds and, in addition, the bank is to furnish periedic reperts te the
oontracting efficer showing the amount of oash on hand in the spesfal
depoeit agoount and the face amourt of seouritiss in the safwty depoast
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boxe Any interest earned from the investment ef the benefit fund, [
lass expenses inourred in commection with the investmant, mos gement |
vam&umm.htohmumrwwww_
the ecatrastor. mumvmuwumwmom '
-mwmmmoutmmmmmwmmw
mhcmw;tmmtmammmmm,
ummsmntzmmuhpuamimum ’
mmwtpdmpam.

It appears rqmﬁu recerd that, pursuant to the suthority vested
nmbymrmtta/ rs Aot, 1943, mm-mm-pma
the entering sitm ‘the proposed contract and the inomoutim
therein, if w edvissble by the Chisf of Enginsers, of prwuim
providing thn)s/an work under the contract is to be perfermed st the
expense -r/&. Government and that the Govermment shall indemnify end
hold the. eeutnctcr harmless against any loss, expemse (hwltluu;
expanse of litigetion) or damage (including persenal injuries end
mmnpummanptomm)ummmmw
am'hhmrnhmgoutofwcmmdﬁththomk The
assunption ef such 1iability by the Govermment has been underéalen in
Artiele IXXII of the proposed acntract and, with respeet Shegets, yeu
were advised in xy desision of April 19, 1943, that, for the reasens
stated therein, this office would not be required te ebjsct tu otheye
wise proper payments to the sontreotor in accordance with said artisle

te the extent that funds may be available therefor.
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. it appewss irci the pRovisicns ui Arélsls aXKIIL of the yrepidd "
eontract, outlined above, that the Employees Banefit Fund, in u-
amount of §5,000,000, whisch is to be established by the cmmt |
from funds advanced by the Govermmsut, is o be set aside uﬂm |
for the sohmpen efunngbmrummhhornm*
exployess who may be totally and permanently disadled or who Wm
as & presult of hassrds arising out of the performnce of the .wm‘

Likewise, while Article XIV dees not speoifically state that the a0k
lateral or guarantse fund of $10,500,000, to be established yurn-nt
thereto, 1is to be used for the purpose of making premium paymsnts to
insurence earrisrs as they become dus, it appeers tlat such is the
contemplased progedure, as section 9 of said artiele provides that,
upon the request of the contrsotor from time to time througheut the
eoffeotive peried ef the contysot, the Government shall advanse to the
contracter, without interest, such sums as may be necessary to replenish
in full the collateral or guarantes fund previded for by sestisn 8
thereof. Hense, it appears that the funds to be established weuld de
uud solely fer the. purpose of fulfilling tha obligatisn assumsd by
the Governmnt under Artiole XXXII ef the sontrast to indemnify and
hold the sontractor harmless against dammge, including perscoal
injuries and death of persons and damages to preperty, arising out of
or comnsated with the werk. |
Since it is reported in the letter of Oateober 13, supra, that, n
view of the unusual nature of the work to be performed under the pro~

pesed econtraot, the establishment of the collateral or gumrantse
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tnlm-noo fund and the Employees Benefit Pund are the only mw

T

which the Govermment may fulfill its obligations under the WQ -

and sinoce it appears that, under the plans outlined in MS.QMSN

and XXXIII of the oamtract for the handling af the funds whishW } .
be established, the interest of the Governmmt thouﬁn would h o

adequately safeguarded and protected and that any lnoun‘hl ki
mthohmdaatthaupkntunofthnt-nqmpcrudautahu'
returned to the United States, you are advised thatthuetzmiﬁx
not de required to object to otherwise proper payments made under
the two provisions here involved.

‘ It is to be understoed that such advances as are required to be

made from time to time throughout the effective period of the contraot,

pursuant to ssotion 9 of Article XIV, necessarily are subject to
svallability of funds therefor.
mwm.
(Signed) Lindsay C. Warrenm

Comptroller Genersl

of the United au%
y






