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DIGEST: 1. Neither the Covernmeut Losses in Shipment Act,
40 U.S.C. 1 726 (1970), nor the Government's
general self-insurance policy prohibit Federal
agencies from uuirNg registered mail where admin-
istratively determined necessary in order to
obtain the "special" aervice of greater protec-
tion in the handling and delivery of mail rather
that to obtain the insurance coverage also
offered.

2. Federal agencies are prohibited from using in-
mured mail under both 40 U.S.C. 1 726 and the
Government's nelf-insurance policy since in-
sured mail provides no "special" or "additional"
senvice in addition to the indemnity offered.

The Administrator, General Services Administration (GSA), requests
our decision as to whether the Governmant Losses in Shipment Act,
40 U.S.C. 15 721 et seq. (1970), prohibits Federal agencies from pur-
chasing poittal insurance to obtain indemnity, unless specifically
required by law.

,, I,

Under She Federal Records Management Amendments of 1976, Pub.
L No. 94-5'5, October 21, 1976, I 2(a)(2), 90 Srar. 2725, the Admin-
iatrator of GSA in resparnsible for providing Federal agencies with
guidance and assistance in the creation, maintenance, use and dis-
position of records. Pursuant to this authority, GSA recently
e.xmined the use of insured and'registerad mail by Federal agencies
and-concludadc that, unress specifically required by law, agencies
should not obtain indemnity by purchasing postal insurance. This
conclusion was based both on the well-established policy that the
Government in its own insurer and on the requirements of the Govern-
ment Losses In Shipment Act (40 .S.C. 1 725).
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GSA has proposed to the United State. Postal Service (USPS)
certain changes in USPS fees and procedures which would discourage
Federal agencies from obtui.ing postal insurance, including the
suggestion that USPS establish a separate fee schedule that would
eliminate any charge for iniemnity insurance from the registered
mail services provided Federal agencies. If implemented, GSA
projects that these changes could save the Government up to $1.9
million annually.

USPS, however, does not entirely agree with either GSA's basic
position or its proposals. Even though Jt recognizes that it is
the policy of the Federal Govarnment to self-insure against the
risk of loss, and-concedes that the extra cost for insured mail
provides a low limit of liability and only a minimal degree of
protection above that given ordinary mail, USPS maintains never-
theless that registered mail continues to provide a valuable and
necessary service to many-agencies. This service is the feature
of "secure" mail service which provides not only added protection
in handling but evidence of mailing and delivery as well. Accord-
ing to USPS, this is the primary purpose of registered mail, with the
indemnity feature being of secondary importance. Thus while USPS
agrees that Federal agencies should not use insured mail, it does
not agree that these agencies should also cease using registered
mail. USPS apparently believes that the "security" offered by
registered mail is the overriding factor in favor of its continued
use by Federal agencies.

With respect to the'Government Losses in Shipment Act, USPS
cites our decisions at 3 Comp. nen. 391 (1923) and 22 Camp. Gen. 832
(1943) to support the argument that the Act does not apply to the
purchase of postal insurance. USPS also points out that, even
though it.has been considering the feasibility of selling indemnity
as a separate feature of registered mail, it does not beliere'chat
it car, legally offer such service to only Federal mailers, as GSA
proposes, but must make any new fee structure that it develops ap-
plicable to all registered mail users.

Against this background, the question presented is whether the
Federal Covernment'g self-insurance policy, in conjunction with the
specific- estraints imposed by the Government Loases in Shipment
Act, prohibits Federal agencies from using either insured or
registered mail, unless otherwise authorized by law.
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It Is a witll-settlud policy that the Covernment will not insure
its property, Lut will aisa its own risks of loss. 13 Coup. Dec.
77?, (1907); 19 Coop. Gen. 211 (1939); 55 id. 1321 (1976). This
policy arose because it was feV 2at the magsniiude of the Govern-
* nt'm resourcem makes it more auvantageous for the Government to
carry its risks than to have them aisuned by private insurers 't
rateo sufficient to cover all losses, to pay the insurer's operating
expenses (including agency cr broker's eomissions) and to leave such
insurers a profit. See, es.g, 55 Comp. Gen, 1343, 1345 (1976).
Thus, it has been held consistently that appropriated moneys are not
available for the payment of insurance premiums on Government-owned
property in the absence of specific statutory authority for the pay-
ment of such premiums. 17 Comp. Gen. 419, 421 (1937); 21 id. 928,
929 (1942); 34 id. 175, 177 (1954).

Exceptions to the rule have been racognized in situations
where the reasons for the rule were not applicable. Thus, excep-
tions have been allowed where the economy sought under the rule
would be defeated; pound business practice indicates that a saving
can be effected; or services or benefits not otherwise available
can be obtained by Purchasing insurance. 55 Comp Gen. 1321, 1323;
B-151876, April 24, 1964.

In addition, section 4 r,,' the Government Losses in Shipment Act,
40 U.S.C. 1 726, prov.des in pertinent n-

f[?Jo executive department, indep. eDtablishmant,
agency, wholly owred corporation, - , er, or emoloyee
shall expend any money, ox incur elia ligation, for
'insurance, or for thexpayment of premiums on iasurance,
agai±Aat'losa,'destrnction, or damage in the st4iment of
valuables except as Specifically auiJ.vbrized by the
Secretary of the Treasury. * * *" (Emphasis added.)

This prohibition, like the general policy, is based on the theory that
the Government's vast resources make it far more economical for it
to assume its 64n ris&s~of 1oss,than to pay for inajirance coverage
from private sources. See S. Rep'. No. 738, 75th Cong., 1st Seas. 6
1'1937). Wilth rerjpect to this Porhibition, we have indicated that
.ervics. which incidentally include in their costs a charge for
insuraflce, but whose principal goal is to minimiie the risks of loss,
damage or'deatruction to the valuables being shipped, may be obtained
since such services are compatible with the objectives of the Act.
See 34 Comp. -2n. 175.
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In response to GSA'. proposed charges in the Government's use
of insured and registered smil, USPS believes that neither the general
policy against the Governnment's purchase of insurance nor the Govern-
ment Louses in Shipsent Act clenrly' prohibit Vle use of either of
these services. To support this position, as noted above, USPS
relies on our decisions at 3 Comp. Geu. 391 and 22 Cop. GCn. 832.

In our 1923 decision (3 Camp. Gen. 391), we held that despite
the Federal policy against the Government's purchase of insurance,
parcel-post insurance was not of the General class at which this
policy was direcred, since parcel-post iusurancr' could be considered
"more as an additional service performed by one branch of the Govern-
ment, the Post Office Department, for the other branches of the
Govnrnment." Moreover, we also noted that the purchase uf this
insuranc2 was justified by the increased security the mail received
during handling and delivery.

The Government Losses in Shipment Act became law on July 8,
1937. In our 1943 decision (22 Comp. Gen. 832), we considered
whether the purchase of postal insuravca contravened the Act's pro-
bibition against the procurement of insurance-in theas'liment of
"valuables" t.s3 defined by the Act). We concluded that since
"postal insurance involves not only indemnity against loss or
damage but a special service which minimizes the risk of loss,"
the procurement of su;h insurance did not contravene the provisions
of the Act. Thus, as indicated ir, these decisions, the principal
Justification for the exception to the Government's prxactlce of
self-insurance was the "additional' or "special" service O'fdered
in conjunction with the insurance and which presumably provided
greater care in the handling and delivery of the mail as a means of
mini izing the risk of loss.

GSA points out, however, that the Postal Reorganizat-ln Act,
39 U.S.C. 5 101 et set (1976), abolished the Post Office Department,
formerly an executive department, and replaced it-with the United
States Postal Service, an independent establishmhnt 'within the
executive branch. As a consequence, rederai agencies'-re-now
treated as USPS customers. This development, in GSA's opinibn, hav
materially altered that special relationship between the "branches"
of Government which our earlier decisions--ne,.w relied on by USPS---
found significant. GSA argues tat it is no longer anurate to
characterize the relationship 'is "one branch" of the Government per-
fOrming a service for "the other branches," and therefore implies
that reconsideration of our earlier decisions is warranted.
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Regardless of the struu of USFS wi,.. regard to other Govern-
sent agencies, it nevtrthelese appears that insured mail provides a
service only slightily beyond that offered for ordinary mail. This
Is borne out, s. GSA observea, by tht instruction in USFS Postal
sarvice Manual 5 162.74 that all insured mail is to be dispatched as
ordinary mail and handled as such while in transit. Thus, only the
indemnity featrre of this scrvice distingutshes it from ordinAry
n il. USPS dies not appe'r to dispute thiv.

We cocelude, therefore, that since insured mail offer* no
dip 1"special" or "additional" aervici apart from the Yndemnity feature,

the j&neral rule requiring thea'Zvernment to selflinsure proltrbits
its use unless a particular situation falls within'one of thQ
exceptions noted in 55 Comp. Cen. 1321, suors, or ualess otherwise
specified by law. See in this connection our report Lntitlet "Federal
Agencies Could Do More to Economize on Mailing Costs," GGn-75-99,
Atigust 25, 1975, page 6. 1e further conclude that due to thlis
absence of any "special" or "additional" service, the Government
Losses in Shipment Act (40 U.S.C. 726) also prohibits the use of
insured mail in the shipment of "valuables"--defined 'I 40 U.S.C.
5 729(a) and 31 C.F.R. 1 262.1. To the extent they are inconsistent
with this decisitn, 3 Comp. Can. 391 and 22 Coop. Gen. B32 are here-
by modified.

On the other hand, insurance is not thl only feature offered
by registered fai isincQ it also provides "added protection for
valuable an1l important mail plus evidence of mit iling and deliv 7.y."

Postal Service Manual 1 161.11. Thus regirfered mal, provides
"special" or "additional" service, in addition to indemnity in
case of loss. In appropriat- cases, the use of registered mail
may enable the Government to obtain protective fbatures not nther-
wise available.

Finaily, the Government Losses in Shipment Act does not bar the
use of registered mail since the insurance obtained through this
service is only incidentl to the safoguards it provides to minimize
the risks of loss, damage or destruction in the shipment of valuables.
See, Q 3;, 34 Comp. Cat. 175.

Accordingly, while registered mail should not be used for the
sole or primary purpose of obtaining indemnity, we conclude that
neither the self-insurance rul nor the Government Losses in Shipment
Act prohibits Government agencien from using registered mail as a
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meana of safeguarding important or valuable mail, if the "-; of
rsgiatered mail for such parpome iu adualiutratively detcruined to
be necessary.

Actnlg Comptroller &nera
of the United Statea
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