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“jar ~ssets Adeinlstratiom.
Wy deer Semeral Little jobm:
ieferonce is made to your lester of iugust 1k, 1945, se Follows:

"the ay issets ideintsiration, a disposal agency undsr the
surplus Property tob of 1901 (5B stat. 765, S0 J.5.0e 20pe 1611), es
smended, iz echargod by Segtion 11 (d) thereof with responsibility for
the care and handling of propesty declared surplus to it panding the
disposition of sech property. In D1fflYing thiz resnonsibility, she
sdministrati o maintalne some 190 storage facilitios ot cenbral loca-
tiong throughout the country for the mrpose of caring for, stordng,
handling, vrooessing end othorwiss treating swch roperiy in order to
facilitate ite nltimabe ssle or ouher dizposition. These Ixcilitles sre
generaliy operated by expearienced warehousemen as independent sortrac.ors
under 08 teplig-gefixed-oe coniracts.

1t iz {ound desirable, for the ressons et forih hereinafter,
to snter into o hlankel iamurance contract with & cesmercial insurence
corrier wharety such imsueer will, through the services of its inspecters,
fulf4lY thie sdmipistrst! n's peads for high grade inspeotion of bollers
and ocher preseure vessels snd w1l supply boller insurshos coverage for
the protection of contract epecztors. Since ihe Govermeent's oractice
of self-insurznce is one of policy and not of pesitive lsw, It is
believad thet premiums for Shis blanket ingsurance coverage would be
#1lomable in conlormliy with the ;rincdples sat feth in your decision
B=153T9 of July 17, 1943 which stuies inm oart: YPhe very economy
sought to be ettelned under the ganeral rule would be defested if the
purchese of such insursnce wers rot oawitted, in an otharwize appro-
priate case, when sowsd buslmmss practlce indicates thot a2 saving cen
be affected or that services or bomafibs not othersise avellable can
be shbtained thereby.!

"In storaye fa:llities maintained by the idwindstration im its
warchousing opvrations, » progrem of fire osraveation, safety shd ac ddent
orevention hpe beer inotituted under the supervizion of tredned esployoes
of the iAdmindatration fer the purposes of minimizing the risk of lsss to
surplus property snd of promoting the officient hamdling thereof. 43 an
essential pert of this progrem, 1% is necessary to provide a beiler in-
spection service of high standerd. Jonsideration has beem given o the
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recruiting amd training of Inspectors or the requisitioning of the
servizes of inspectors from other poverrment sgencles on 4 reigbursable
basis, but {t hes baen found that the Wwrawsl involved in inspecting
facilitles, located in 36 stutes, mmd the short~term pature of the
facilities, the cperstion of which depends sntirely upon the rapidity
with which the inventories of surslue preserty are Iiguidsted, woald
wikae Lhese wmethoda unduly costly.

*In the nsual coab-plug—n~lixed-ve cantrsct with the Indeperdent
aperator the idmdinisirati-n is abligated bto reimdurse the indeperdsnt
vomtractor for coste imaurred by his im complying with locel lawe and
regulations and 1s generally obligsted to lndemnify hiz, by aunthorining
hin Lo obtatn insursnce coversye or by rolgbursement, asgainst losy teo
his own squiosant wsed in the operatior sndi spaimet 1lability for
Injurisy to third partiss within the scope of operationa of the facility.
Thus, the ideinistration, aven though 1t vrovides ite sen inapection
service, would be required to reimburse the contractor for certain items
attributable o the use of beilers otherwise avoidable by the procure-
wertt of & Lodler impurance policy which farni:zhes inspection acceptable
to all state and local remirements and Indesniffication sufficient to
meat the contractual ohlipstisns mwoticned zbowe. I zam Informed that an
exupination of the Yinancinl stataments of the warious cospenies wribing
presmure-vossel inswrance will indicete thet while tho promiwe choerzed
for such coveraze inciudes a loading for axpecisd Ylozsee, the bulk of
the prexism iz intendad te cover imnepection costs.

"It ig recognized that your decision A-36981 of ‘wmust 8, 1931 (il Lemp,

ene 5%) indicated ‘het a pracsice by securing beiler inspection by means
of purchesing insuranee, s prachice nrevisasly instituted by a carporats
predasessor of the Govermment depiriment involwved, should be discentimmed
as not La2ing autherized by lsw or under awsileble appropristionss In
that case, howsver, bhere was ro zhowing that inspection could met bave
bean arranged by bthe Sovermment scomomieslly or that the Jovaroment wes
obligated in the oporatiocn in question to reimburss sn indapendent
contractor for coste of inspegiion or £o indemwdfy othars for cepdain
lozsea $ncldent to opuration of Lhe bellirs.

“aaed on She sxperience of Zeconslmictdcn Psance Corporstion and
itz subsidlary, “ar fzssts Jorporation, with & dlamkei insurance centract
covering bhe same or similer facilitises up to March 25, 1248, whan the
Tacilities wera itrunoferred to the idminisiration under the operation
of ‘xecwcive Jrder Hoe 5639, it is belisved thae the coet of the bedler
inwurance horein would nob mxeeod J8000 per yeer. This idmindstration
haw detormined they 1t cannot obitain comparable imspsction servica,
aither by recruliment or sn loan frou other Dovermment agancies, [or
an scual smount’ and, when the cvoldonce of the costs Invelved in
indoxnifying contraciors in the event of leesecs actually sustained in
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the performanes of the -ontrs:ts znd of any reguired inspeoiion feos
is considersd, it sppears ko be in the interest of the dovernment Lo
procira Inspesction aml Inswrapce in the fom indlacied.

"In addition to the warehovsing facilitiss referred to herein,
the Administrstion is chorgesble with the responsibility for the care
and handling of 2 larpe mmber of indastrial, zdrport nnd other
propertdes velng declired surplus and assigned to it frox Lime to
time for dlepesal. I am (nformed that the malntenanse of such propsytiss
will in msny cases reguire inspeciion of bollsrs and othear pressure
vessels which mey be operated iherveor and i i3 contemplsied that any
bedlers which may be 10 opersted on properitdes under comditions admdlsre
to thoss obtaindng in werehovsing {acilitiecs would be incladed in the
blantet Lmsupence coveraze.

sEines 1t appeart thet In this case ii is sound bueviness practice
&nd im in ths interest of the Goverrment Yo sntor iato & blanket boller
insurnee comtract after pricr complisnce with Teetion 3709, vevised
Gtatutas and either zpplicable procodures, I would spareciate your early
advice e Yo shether the Gunersl ocouabting Ties would be required
to obisat Lo dishursenents from sppropriasted funds, proper in all other
respecty, ror premiums due under & pressirs vesael insursnce contreoet.t

It is the established policy of the Govermmewh o nsoums its
om risks of losa—on the theory that the magniiude of ite holdings
and roscurces opd the wide distribution of its riskes pormit it Lo do
0 and thus effect & saving of the profits thet opdinarily sould he
includad im tha premives charged by private imsurers. In llme thers~
with, this office comristently has held hat appropriabed moneys are
not avellable for the payment of insurance preaivws generslly on
Tovernmeni~omned propurdy in the absence of specific svatubory
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authority -herefor. Gee 21 “cmp, Gen. 923,

However, the Govornment's practice of self-insursnce, s atased

o

in vhe doctaiom of July 17, 15L3, 5-35379, to ube Secretary of ommsroe,
fa ona of pollcy smd not of positive law, sad an axceptdon to the
goneral mle has deen recognized, srowing st of the fzet that the

seomomy sought to bw obtained hhereunder wmild be defsated 1f, in an
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pthorwize appropriete case when sound imsiness practice Indicaten
that a saving can te effecied @ thal servicaes or benefits nob
otherxise xvailable con bs obtained, the “archese of such insurance
were not sermitted., Thas, {n the sald decleion, 8 promrement of
aipplene mll imenrance by the ivil rercnautles idmindstretiom

wan approved vhere the ideioistretion did not have In its employ,

and waps unshle st the time to recyult, sz adequate fores of
qualified personmel requirsd te appraise domapge, srrapge for and
suparvise lmmediate repairs, adjust llsbilities, diaspose af malwvape,
ate,, in comnection with sireraft dmmeged in the cowrse of opersiions
coeiratsd by the ¥ar Tralning Fervies but such .wrvim ware obtaimeble
through immarence coverage. In this conmection, 1t appesrs that the
personnel proolems confronting the Zar icsets sdmindsirstion im the
presont maiter sre sdmdler,

e of the regsans glven for objecting to the vrociice of
socuring boller inapection services by weans of purchasing insurance
in the csse o whiszh yox refep——reparted b 11 Om./ Gon, SSe-wns Lhet
“the inspsction of Goverwssomt sbese bollers is a matter of persomsl
service ordinurily required to be perfarmed by regulerly sppointsd
Sovermmont saployses under responsible administretive supervizion
snd {8 not sach type of service as 18 authorived bo be procured
andar comtract with privete firms.? e sltuetdon you owiline
mky ba distingnished from the wme ther Lowoived, since provisions




NG P03, - e

combained in the Third bellodency kpﬂmrinniaa m«t. 1906, Public

1_~f—=7v' 14,

La Wne ©71, wp coved Jaly 23, 1946, axwwaky mmrim LB

"= ow % tamperary (ot in cxcess of onm ysar) or insermiztent
services of sxperts or consultante or crganizations thereaf » - =
by contpact or oiherwixe, withont regard to the oivili-service
and claspiffcation lows » & # procwrement of sepplies, suloment,
reporte, ond sarvices in sonnection witk the care, handling, end
dispogitisn of servlus property without reward to the rrovizions
of mection 1709 of <he Fevlsed Ctatutes (L) U.3u0. %) uwpon
detursinetion by the idulmlstrator or by any of ficisl decfrnated
by him for this purpose thai such methad of procurement 1s necesgary

% M

Undar tha circomstances, snd in view of your determinetion ae
to the necessity sad sconowy of owrchaging pressure vezsel inmirance
in the sresont case, including eszentdal inspection sorvices, this
offiee #will intwrpoge no objechion to the use of otherwise awvsilable
kar fosets Admindstrotion funds to defrey the cost thereof.

hegpectully,

cspitroller Goneral
of the Yrited States,
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