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I / ^ ^ k ^ ^ COMPTaOLLER GEr4EFlAL QF THE UNITED STATES 

WASHINSTON 25 

^ 

BnlifiJ^l . . ^ " OCT 5,953 
OCT 5 : - ^ K : •• 

Ib^or «/« ̂ i> Cook, iSr^f USA?, llahnraing Offlcar r 
Through l/lreotor of i^insnoa 

Department of the Air Forco 

itashinfiton £5> L« C. 

Uoar iiajor Cooki 

Qy lattar ctatod July 9, 1953« the lireotor of Itinanco forvardsd 

to this Offloo your lottor of s^oh 26« 1553t «ith enelosureo* ro« 

qutstlag a daeisloa aa to whetbor the vouchoro In poyasnt of in^ 

volcao »oe. 1«1^6, l<-̂ 63f 1̂ 51{0̂  ^ X ^ € U , U-^X*15, ll*l*l6j U-1^17 

and 10«1-^?, froa tho -^aoaaa Canal Coopai^^ ahleh were attached to 

I'our lettar« aro propar for payoeht. 

It la stated in your lettar ^ t ths qoostlone at I M U O on thsso 

voaehcra fall into tho following eatogories, vhioh aro conaldored la 

tba order prosontod* 

"a« Is It obiigatf^y upon the Vinanco Of floor to roqulro that 
Ibha ̂ saaaa Canal Ccuipatgr fornith a detailed breahdoan, l^ classifle*^ 
tion and aotual rate of pay (in the oooe of labor), description and 
•••mix larlao (in the caso of aatorlale) and basis of detoralnation of 
^other* ooaist on bills randorod by Uio Pansaa Canal Coapaogr?* 

Tha answer to this qusetion would depend upon tho toras of tho 

agroiNsent^ It smat bo rosaaborod that both the JfOnaaa Canal Coupany, 

ahliab ana eroatod a body corporate at an Seeney and instrumoatality 

ti Of the United statss (sootion Stjfsf title 2 of the Canal zone Code) 

ead the Dspojrtaent of the Air b'oree, aro instruaontalitloo of the 
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Fodsral Covarnnsnt* Payaents by one to the other roprooant adjuatoonte 
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botvoon appropriation and fund accounts of Oovemsffint a^encloe as 

distin||,ulshed frota payaents to private concerns where an excess 

payaont ad^ht result in a financial loss to the United States. To 

roqulro the Company to f inrnish the described detailed breakdown in 

al l eaaOB -nould increase overhead costs i^ich, in turn, would be 

passed on to the Hepartaeat of the Air >orce« ^-hilo i t would seem 

preferable for a detailed breakdown to be furnished in some easesi 

especlaily idioro no or vvry l i t t l e additional overhead coats wuld 

bs incurred, such aa where specific l ie ts of materials and supplies 

aero purchased or possibjiy in t ^ oonstmction of a facil ity, there 

aro other oases whore i t uoiUd be coatlyi impractioable, and serve 

l i t t l e pnr^so to supply details of the several elements of cost. 

Answering, ttds question specifically, i t i s not obligatory upon the 

finsneo offioer to require a detailed breakdown in the absence of a 

provision in the agreoaent to the contrary, assu&lng that i t i s de-* 

tarainod that the overall services wero/nndered to the extent reija-

bursooent is requested. See &-ii523^f November 17j t9l^» 

**b* Are transactions botsoen the United States Air Foroe and 
the Fansaa Canal Coĵ >an:̂ * o vhoUy'-owtted Govemnont corporation as 
dsfinsd in the Govsmaant Corporation Control Act of l?lt5> governed 
by the Econooy Act of 19327 » « * " 

Since the FanKEoa Canal Company vaa created as an agency and 

InstruaBntality o£ tba uovemmentj there seems no doubt that, as aiii, 

i t i s an ^independent ostabllBhaent of tho ôvurnnent** within the 
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aosning of that term as used in section 6di of the Econoay Aot, 1̂7 

Stat, UlTtOs amended, 31 IJ«S*C. 666»MiotvithBtandlng i t s corporate 

fora. The service here involved may have been perfonsBd under the 

authority of that act. However, such services also could have been 

rendered by the Oon̂ jaxy uitder ths authority of Kotion £i;9 of Title 2 

of the Canal ZGOB Code to "make or furnish sales, services, equipaent, 

supplies and laaterlala « * « to agsncios of the Qovernaent of the United 

Statot." Your question i s answered accordingSy^ 

"c. If the Hiconô y Act appllBS« does ths; provision of such act 
thatt 

**the a&onnt to be paid shall be based on actual cost of supplies 
or asrvlces as agresd -apoo. by the dspartoento or aeencias 
concerned* 

"proolnde tho addition to direct ooGts by tbo Fanaaa CanU. Company 
of an ovartasad rate admittedly coB f̂utod on a thsbretioal« hypothetical 
or estiaatod basis which Includos, doprocisticoi. Interest and rs* 
asriat and i s Intended to recover not only tba operating costs of the 
corporation but the net cost of operating the Canal 2. one Gowmasnt 
OS well? Would not pityasnt of suoh aa overhead cburge be In contra­
vention with Section 367fi of the Eevified Statutes (Title 3I9 Sec. 62B, 
UJ}*0«) which requires thati 

"•All suas ^proprlatcd for the various branches of ticpendi--
ture in tho public sojrvico shall be applied solely to the 
ob^cts for a h i ^ they are respectively made and for no others*?" 

Begardlass of whether the ssrvices were rendered under section 

601 of the £eanoqr Aet or section 2k9 of Title 2 of the Canal lone 

CodSf the Company vould s t i l l be reqaired to attempt to collect a l l 

of i t s costs, including a pert of the cost of the Canal î ons Oovemnent* 

"3-
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Sodtion 601 of the Sconcoy Act provldis for the reeovery of "actual 

costs*' as dotarainBd by the sgsnclos end i t has bedn held that that 

torn "actual costs" inoludasi in addition to direct coata^ the ix^ 

diroot/oost proportionately alloeable to such sorvloas. 22 Co^p. Gen. 

Tiu^Ths lagialaUva hiatery of the aet of Septostor 26, 1 9 ^ , Publie 

Lao nJil, tflst Congress^ vbioh reorganised tba ^guam Jlailroad Goapsny 

sad ronsaad i t the Psasaa Canal Otrnp̂ of, aakes i t clear that tfae Coiô  

psey Is required to be self^^oistalaing and to rel^orso tha ttaltod 

States Treasury for the oost of the Csnsl Zcrm G^vamasnt. The Com-

adttao on llorehsnt ttsrlaa and Flshorlea, Bouse of Representatlvos, 

la i t s report^ U« Bep« 2935« 61st Congress, on H« Jt̂  d677 (onseUd as 

hJblls Lsa ditl} specif ically noted tha languaes in tha Aarasa of 

the fiad««Vs report appearing in H» Doit. Ilo. I^^ as foUosrst 

s o o t Salss or servicss bstiken divisions of the CeofMô y, 
or hetaeon the Coapsay and ths Canal i&cno Ooversasnt, should be ebsrged 
aa aasrly as posslbla at the cost af producing such goods or osrylees^ 
aJtelnding intarest and the Conpaî *o share of tho cost of olvi l govern* 
Bsnt* Sales and services to a l l otbersy Inclndiag Govarnaent agsncies, 
should be at prices ovar isost vfaloh asgr reasoDahV be axpeetad to 
oovar« in tba aggro^te» tba Interest on the aovoraasntU invastasnt 
and tba Conq̂ anŷ s ifasro of the sKpense of civU goternant and related 
aottvitias." 

In view ttaaraof, i t i s believed that i i» cost, to be rcoovered by the 

Company, should be expected to cover^ in tbo aggrogate, the interest 

on tho Ciovarnaent*s inrestoent and the eonpany^s share of tbo expense 

of d v i l gjoveriaiont and related activities in addition to other costs. 

It apparently aas oontoaplatod that Governaent agendas bo efasrged 

gpnsrally on the aame basis as private conooms In this respoct. Both 



:$9 

B-U6191* 

qusatlono are thus ansvared in the negatlvot although this Office 

i s net aaara of vtaat you refer to as "thsdorotlealy Ivpotfastieal or 

•atlaatad" basis for datamlntng indirect costs. 

"d« If oppllcablBj does ^ e Economy Act rattrlct the Fj 
Csnal Coapany from subalttlng a firn bid lAien ouch traassotion la 
in ooapotition with prlvatoly-ovnod coaaaroial arfiaaisatlonsesp* 
sbla of fursishine the.anas s i ^ l i a s or psrforoing tb« sans sarrlces? 
la this cflBnsotlQn, I t has been ovldsnosd In seas eases that lEy 
asairdlni; verk to the PoaMa Canal Coapony, vho sufaaltted tho loeost 
bidf ths Air ftooroa was charged a grsatsr anount than vculd have been 
the oaao bad tha firm bid bsen accepted." 

Soetion 601 of the Sconoi^ Act specifically provides tlutt ii» 

traasaetiens thsreuader shall be on an '^actual coat" basis as agreed 

t^oa betvaen dsptrtnnnts or agsneios concerned, and It has heon held 

that the nstbods of aseartalnlhg ths saount of the "actual cost" ere 

prlasrily for dfitaralnatipn by tho agoncies concerned*. As long aa 

ths aaount aeroed upon resulte froa a bona fids atteiqaft to detenine 

the actual oost and, in fact, reasonably appreaciaatos the actual cost, 

no objection to payaent in the snount agreed upon will be aado hy 

the Oenoral Aoeounting Office. There undoubtedly are traasaotiona 

absre the "aotual cost** aay bo deteralned in advance alth a reasonable 

ds^foa of certainty, and, in such cases, section 601 of the Eoonoay 

Aot aoald aot preeloda tba subsdsslon of a f ira bid liy tho perf orm-

Ing agen^« fiat a f ira bid under that section would bo prednded 

vhere tho aotual cost oould not bo asoertalnod in advance vith d. 

roasfwsbls dsgree of certainty. Question d. i s answered aceording3y. 

Bsnvte^dEt aay be stated that the Ponaaa Canal Coapeny could sake 

firm bids on aatorials, supplies cr services to bo furnished Govomaent 
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agencies under section Zk9 of Title 2 of the Csnal :&one Code, provided 

that the bid Is in an aoount expoeted to oower the coats of the material, 

suppllas or sarviceB, including the interest on the <'Overaaaat's InvesV-

aent and the eoB^wny's shore of ths asqponeo of c ivi l govarment and re* 

Istod aotlYltias. 

*a» Agalni If the Eoonony Act applies, does not the provision 
of ouch act as quoted In o. above infer that a bilateral, fona l 
agraoaaat should b^ sntorod Into betaeon the requisitioning and 
raquifitionod agonelos vfaioh would est out the aaansr of requisi­
tioning and the prioesto be charged?" 

It consistently h«s been held that section 601 of the SOoaooy 

ik«t oontesEplates that a written order or agreoaent in advance v i l l 

be entered into by ths rosponsihls adninistrativa oificor of dich of 

ths dspartashts or agencies. 13 Gos .̂ Qen. 23I4, 15 id. 32} 2U id. ii20̂  

ID ansoss; to question e . , i t may be stated that tfae manner of requi­

sitioning aatorials or si^plies and the method of datoraixdni; tfae ao­

tual cost undoubtedly are proper elements for inclusion in the required 

a£pr«oasnt« 

"f. If tho Koonoiqr Mt does not apply to transactiozw vith the 
Panoas Canal Cbapany, should the voaebering procedures applicable to 
regular caliBoreial accounts apply, including aandatory audit of cost-
reiaborseasnt ^rpe transactions when necessary?" 

<hisstion f. i s answered in the negative since, irreepectivo of 

ahethsr the Econooy Act i s applicable, the payaente are s t i U be-

instmaentalitiee of the Governaent and represent mere adjust-

its bstaoon appropriations and fund accounts of Governaent agencies* 

It aay be etatod that the accounting systea of Urn Panama Canal Coapany 

i s now being revised, vhlch, when oonpleted, v i l l provido a bettor basis 
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for dstaraialng tho cost of Datarlal, supplies and services furnished 

to QovarsMnt agsasies. 

The vottohBro enclosed In your lettoTi vhlch are rotnrnod hsrowith, 

roprassnt asro partial payaente under the various contracts iufolvod 
1 " . . . " -

and ere proper for payasnt, if i t Is dstoroined that services have 

been rendered ^ accordanoe vith the tema of the contracts to the 

extent relahurseaeht i s 'ro<|uasted and the oortificate of the contraot-

•JHft qffloor ia. signed^ axoept tfaat ths voucher In paynsnt of invdces 

Sos. 1CKV4159, l l*i«l5, 11̂ 1**16 and U-1-17, should be in ths awront 

cf S l i ^ . 3 5 Instead of ;^,JOh*25« 

Sincerely yours, 

CoflptroUar (tonsral 
of the United States 

Faclosurea 
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