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COMPTROLLER GENERAL OF THE UNITED STATES : o

WASHINGTON 25 %

- -~ .. 0CT 5 108

HAJpr Jo 2, Gook, Jr., USAF, liebereing foiccr 3
: _Tb:_‘oughbirentorofr'mmu _ o '
© - Department of the Alr Force
- %aghington 25, L. C.
Dasy Hajor Cooki
By latter dated July 9, 1953, the iirector of rinance forwarded
to this 0ffige your letter of Xarch 26, 1953; with encioaures, ro-

quat.:lq';'a decision u't.é ihn't.hsr t.!ia vuuchnn in payment of in-

' voices Now, 1—166, 1-1;63. 1-51:0, 2-1-5&, 11-1-15, 11-1-16, 11=1~17
- .&nd: 10-1-&59, from the -Pamm Canal coapmv, thich were attukmi to

')‘wr lotter, are proper for paamnnt.. :

It 13 stated in your lotter thn the qunt-inas at i.ssu- on these

vunnlnrl 1'-.11 int-o the folJ.anmg utegnriau, 'ha.eh are eonnidnred in

thn orur prenntad.

- L Is it obnguwry upon - tho i'inunm Otficer to roquire that

| ".-":tho Fapamd Canal Coupary furmish a dntnhd treakdosn, by claseifica~
. tion and astusl rate of pay.({in the sase of lshor), deseription and-
" updt prige (in the case oi materials) and basis of detsrmination of

Aokher! costs, on bﬂh rendered by thc Psnama Canal cmw?'
e anewer to t.h.ts quutun-oum dopand upen the terms of the
ap-umt. It must be remsabered that both the Pm:u Canal Conpary,
shich wa created & bodar no;rporuta u an tgmsy lnﬂ inslmmntality

et e Unjted States (uetion 2ks' of Title 2 of the Canal Zowe Code)

and the. Dapartaent o_.r_ t_ln Air Foree, are inqtrmnunths of the

Federsl Covestwent, Payments by ane to the othar represont adjustments
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betnesn approjxrhtion and fund accounis of i}ﬁvmnt. -agmxcins‘ as
distinguished from payzents to private ‘cancerns where an excess
payuent nlght result in a financial loss to the United States. 7o
require the Compeny to furnish the described detsiled treakdown in
all casss would increase overhead costa which, in turn, would be
passed on to the Lspariment of the tir ¥erce. Wnile it would eeen
preferable for & detailed breskdown %o be fuwrnished in scme cases,

especis'ly whére no or very little additional overhead costs would

be incurred, such as where gpecific lists of natpr:l.aln- and supplies
were purchased or poseibly in the constrnction of a facility, there
are other cues vhere 1£ woulﬁ e costly, immacﬁiﬂbla, and serve
Mstle purpose to supply details of ﬁz sevoral elemsuts of cost.
Answoring thtis queation spsoifiedny, it is not cbligetory upon the
| inanse officer to require & dotailed breskdown in the sbsence of &
. p'ovi-ion in the agresment to the conirary, assuming that it is de~

' termined that the overall services wers fendered to the extent rein-
tursement is requested. See B-h5236,.ﬁo§re_mher_1?, W,

b, Are transactions between the United States Air Foru and
the Parama Cangl Company, a wholly-owmed Jovernment corperation as
defined in the Sovernment Corporation Control Act of 1945, govama
by the Economy Act of 19327 # # # ¥

Since the Panema Canal Company was created as an agency and
instrumentality of the Uovernmant, there seems no doubt that, as mh,

it is an Y“independent establishasnt of the lUoverrnmenty within the
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meaning af that term as used in uctiyé(l‘ of the Economy Aok, L7

Btat, L17, a's anendsd, 31 U.S.C. 6&5, mtﬁmmd.mg ite corporate
fors. The service here involved zay have been performed under the
suthority of that act, However, such services also could have been
rendsred by the Company under the authnritjv ot ut_’:tion 2L7 of Title 2

of the Canal Zoﬁe Code to "make or furmish salas, services, squipzent,
puppliss ard materials ® * % 1o nganc:he of the Govermment of the United
States.* Your quest.ion is a:nmrad accord:lngl.y.

%o, If tha mcamw Ant, appl!.aa, doe' th. provinon of such act
thats

*ithe smount to be paid ahall be besed om actusl coat of supplies

or services as egreed upon by the dspart.unts or sgencias
concerned’

.. "preelude the addition to direct costs by the Panama Canal Company
of sn overhead rate admittedly computed on a thgoretical, hypothetical
or estimated basis which includes, depreciation, intarest and re-
serves and is intended to recover not anly the operating costs of the
corporation but the net cost of operating the Camal ione Governmemt
88 well? Vouléd not paysent of such an overhead chirge be in contra-
vention with Section 3676 of the Revieed Statutes (Title 31, Sec. 528,
U.&.O-) which raquiraa thats

®141]1 sums appropriated for the various branches of ‘expendi-
ture in the public service shall be applied solely to the
cbjects for which they are respsctively made and for no others'?®
Regardless of whether the services were rendered undzr section
&01 of the Econony Act or eeciion 249 of Title 2 of the Canal ione
Code, the Company would stili Le required to attempt to collest all

of ite costs, including a pert of the cost of the Canzl Zone CGevernsment.
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Section 601 of the Economy Act provides for the resovery of "mctual
costs® 3s detarmined by the agsneies and it hn'a bﬁn held that that
tors *actual costs® inoludns, :Ln additim to d:Lreet uouts, the iv=
dhyznt proportimuly all.oeabln f.o suck nrrlun. 22 Co:p. Cen.,
Thy The lagislative hutory I the act of Sapumhr 26, 1990, Publie
ly‘#—- /03¢,

Lu 81, &1t Gonmn, which reorganised the Pmu !lailroed Company
Mmditﬂn?mnﬁaml%npw nlkes itcleuthat the Com~
pary is required to be salt-luluhing and to ro.tdmru ths tnited
States Tunwy ror the cost of the Glnll Zone Gamrmt. The Com—
nittee on Ihrchnat darine and Fim:'m, House of Reprounhtiwa,
in ite rmrt, Ha Hep. 2935, Ba.at Congrus, on H. R, b677 (omud ap
_l’nblh Law 8h1) -peetnmzy mud the mgup in the Bnntn of
e Budgot'l report appuﬂ.ng in H, Doc. HRo. hﬂo, . ruum:

® & % # Sales or nrﬂusbntiaendimmatm Conpm
or batween the Company and the Cansl Zons Govermusut, should be charged
as neaTly as posaibls st the cost of grodusing such goods or sarvices,
axelnding intereat and the Company's éhsre of the cost of civil govern-
mnt. 3ales and services to all others, including Government agenciss,
should be at prices over cost which say reascmably be expected to
cover, in the aggregate, the intersst on the Covermment's investasnt
ad the an's ahlr- of the sxpeuse of civil govermment and related
uuv:m-.
In view thauot. :Lt 13 bol:lnwd that the cost, to he reoonred by the
Company, should be upeebad to cover, in tbe aggregat.e, thn interest
on the Govermment's invesiment and the conpw'c ehare o:lﬁ:s upnnu
of eivil goverrment and ralatad activitiaa in addition to othsr conta.
It spparently wss oonto-phtod thet Govermment agepciss be charged

‘ppmsrally on the pane basis as privste conufnn in this reepect. soth
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M
B-ﬁ&9h

 questions are thus saswered  $n toe neg;tivo, although this OLfice
1s not sware of what you nrar 10 a8 “thnmtieu. wpot.hstieal or
uﬂn’ad" bnio for dltemining indirest coata.

L 'd. 1r appliuhh, dosn the Eoow .&ct. matriet the. Pm
Canal Company from submitting a firm bid when such transsotion is
. in competition with privately-owned commerodal organisations éape
able of ITurnishing the seme supplies or performing the same services?
In'this comnaction, it has beon evidenced in some capes that by
ssarding work to the Panama Canal Company, wiv submitted the lowest
wid, the Afr Foree was uhug&dlmlhrmuntthanlmldhlnbun
f ih-m-hﬂthﬂmbidhanuupud _

Snt:lon 601 of thl Ecmuy Ast speciﬂoam providaa that thn

i trmmuon- thranndtr uhan be on an. "latual mb‘ baais as ugmod

" upon betwesn departmenks or agencies canpemd, and 1t hss been held
that the nethods of ascerteining the smount of the sctwal cost® are
primrily for deteraination by the sgencios. concarned. A5 long as
tho.mﬁnt'md upon reswlte from a bopa £1de attempt to deterine

_ thuaet.ual cogt .and, in fact, roaimab]& apprumhn the actual cost,
no objaet:l.on to payment in tha amount agnecl umn will be made by
th. Genexal - Mming Office. : Thm undanbtadly &re trmactiﬂns
‘hu'o the "aotual cost” naybe thtamimd in adﬁm with a rumbln
dagres of eertainty, and, in such cases, nct.io_n &1 of the Economy
Aot would ot preclude the submission of @ firm bid by the perfora-
ing agency, bBut a firs bid unﬁu- th;_t section would be precluded
whets the aotusl cost could not be ascertatnsd in advance with &
ﬁlambh dugres of mﬁmw; Question deo is answared aceordingly.
m s+ way be stated that therm (hnalcunpany couid make
2irn b:l.ds on materials, suppliss or services to be furnished Covermsens
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agencies under sectien 249 of Title 2 of the Canal ione Coda, provided

o

that the bid is Sn an amount expected to cover the cosis of the material,

supplies or -rd.eas, moluding the umren on the Gowrmnt.'a invest~

nnt and the con:pmy'u ahlu of the expense of c‘lvil gourmnt and ro~

"dated ut.m.t.ua.

'a. Lgl.in, ir tm Econony Act applies, coep mot the provisiom
of such ast as quoted in o, abow infar that a bllateral, formel

. agresmset should be entersd into beiween the requisitioning and
-vequisitionsd agencies which would est cut the memmer of requisi-

tiening and the pricas:to be chugod?"

It consistently has been beld tha.b uctiﬁn 801 of the Economy
gt onnuuphhs “that, 2 uit.tan order or agresment in advance will
be nntarod 1nt.o ‘b;r the rupmi.bh a-dminxatrati / icer of of
the dcpu'tunta or agansiu. 13 Comp. Gen. 234Y 15 1d. 32; 2h id. 420,
In answer 1o quutd.m 8, it may be stated that the manner of raqui-
sit-ioning utarn].s or suppliu and the mt.hod of determining the ac-
wal sost undqihtadly are proper elemants for inclusion in the required
agresmant. - |

. Wf, If the Loonomy Agt does mot apply to transactions with the
Panusa Canal Company, shonld the vouchering procedures applicabls to
regalar cetmoreial accounts apply, ineluding maudatory sudit of coste
ninburmont tpe transactions when necessary?"

_ Qnuti.on £, 1.- answered 1n the negative since, irrespective of
'lhtl!r th. Eeonow ﬁct is appnubla » the paymenis are still be-
wan :Imtrmntant.iu of u_w Gwarnmnb and represent msre adjust-
mants betwesn appropriations mdruml accounts of Covermment agencies.
Itnny be stated that the hncﬁmting ‘systen of the Panama Canal Company

is now being revised, which, when ccapleted, will provide a better basis
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' £6r determining the cost of mrm. supplies and servicss furnished
o Gavermeant sgenates. T
The vouchers epclosed {n youws letter, which are returned berewith,
represent mere partial peyments usder the various contracts Luvolved
and are proper far paymant, if it 1s determined that services have
besn rendsred in lecnrrhma with the torms of the contracts to the
extent reimbursement is requested and the certificate of the contrsct-
. ... .Ang officer is.signed, except that the voucher in payment of invoices
© Nos. 20-1<059, 1-1-15, 11~1-16 srd 11-1-17, should be in the amcunt
of li3h.35 inatead of W l0he2Si .
e o '515?3"17 rmv.'

Lindsay G Wosa

g N " Comptroller General
©of the United States




