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DECISIOM

MATTER OF: Govar:mant Losses in Shipuent Aet -~ Purcauee
of Postal Insurance

DIGEST: 1, Neither the Covernmeut Losses in Shipment Act,
40 U.8.C. § 726 (1970), nor the Government's
ganeral self-insyranze policy prohibit Federal
agencies from using registered mail where admin-
istratively determined necessxry in order to
obtain the ''special" aservice of greater protec=-
tion in the handling and delivery of mail rather
than to obtain the insurance coverage a2lso
offered,

2. Federal\ugenciea are prohibited from using in-
sured mail under hoth 40 U.S.C. § 726 and the
Government's self-insurance policy since in-
sured mail prov'des no ''special" or "additional"
saxvice in addition to the indemmity offered.

The Administrator, General Services Administration (GSA), reguests
our decision as to whether the Governmant Losses in Shipment Act,
40 U.S.C, §§ 721 et seq. (197G, prohibits Federal agencies from pur-
chasing posital insurance to obtain indemnity, unless specifically
required by law.

. ey
Under ihe Federal Records Management Amenduents of 1976, Pub.
L. No. 94-5!5, Qctober 21, 1976, § 2(2)(2), 90 Stacr. 2725, the Admin-
'intratOt of GSA 15 respansible for providing Federal agencies with
guidance and assistance in the creation, maintenance. use and dis-
nosition of records. Pursuant to this authority, GSa recently
exanined the use of insured and registeraed mail by Federal agencies
and® Loncludad that, unless specifically required by law, dgancies
shouvld not obtain indemnity by purchasing postal insurance. This
conclusion wi.s based both on thi well-established policy that the
GCovernment iu its own insurer and on the requirements of the Govern-
ment Losses in Shipment Act (40 U".S.C. § 725),
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GSA has proposed to the United States Postal Service (U3SPS)
certain changes in USPS fees and procedures which would discourage
Federal agencies from obtesiaing postal insurance, including the
suggestion that USPS establish a seﬁarate fe> schedule that would
eliminate nny churge for inlemnity insurance from the registered
mail jervices provided Federal agencies., 1If jmplemented, GSA
projccts that these changes could save the Governmant up to $1.9
million annually,

USPS, however, does not antirely agree with either GSA's basic
position or its proposals. Even though it recognizes that it is
the policy of the Federal Govarnment to self-iusure against the
riek of loss, and.concedes that the extra cost for insured mail
provides a low limit of liability and only a minimal degree of
protectlon abovz that given ordinary mail, USPS maintains never-
theless that registered mail continues to provide a valuable and
necessary service to many‘agenciés. This servicae is the Zeature
of "secure' mail aervice which provides not only added pratection
in handling but evidence of mailing and delivery as well,. Accord-
ing to USPS, this is "the primary purpese of registered mail, with the
indemnity feature being of secondary importance. Thus while USPS
agrees that Federal agencles should not use insured mail, it does
not agree that these agencies should aleo cease vsing registered
mail. USPS apparently believes that the "gacurity" offered by
reginstered mail is the overridin? factor in favor of its continued
ugse by Federal agencies.

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

Against this background, the question presented is whether the ,
Federal Governmenc self-insurance policy, in conjunction with the ' :
specitic"esttaints imposed by tha Government Lodses 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 wull-settled pulicy that thes Covernment will not insure
1t- ptoporty. Lut will assuse its own risks ' of locs. 13 Comp. Dec.
(1907). 19 Cowp. Gen. 211 (1939); 55 id. 1321 (1976). This

poliey arose bacause it was fel’ hnt the m magnitude of the Govern~
ment 's’ resources makes it more aavantagecus for the Government to
carry its risks than to have them aasumed by private insurers ut
rates sufficient to cover all lcssee, to pay the insurer's operating
exprenses (including agency or broker's commissionz) and to leave auch
insurers a profit, See, e.g., 55 Comp. Gen, 1343, 1345 (1976).
Thus, it has been held consistently thac appropriated moncys are not
available for che payment of insurance premiums on Governmeat-owned
property in the absence of specific statutory authority for the pay-
ment of such premiums. 17 Comp. Gen., 419, 421 (1937); 21 1id. 928,
929 (1942); 34 id. 175, 177 (1954).

Exceptions to the rule have been rccognized in situntions
vhere the reasons for the rulz were not appiicable, Thus, excep-
tions have been allowed where the economy sought under the rule
weuld be defeated' sound business practice indicatea that a saving
can be effected° ox services or benefits not otherwise available
can be obtained by purchasing insurence, 55 Comp Gen. 1321, 1323;
B-151876, April z4,'1964.

In addition, section 4 rf the Government Losses in Shipment Act,
40 1.8.C. § 726, provides in pertinent ~-- ..

"[N o executive department, - 1ndep..|.. ‘eotablishmant,
agency, wholly owred corpor1tion,,~fd| er, -ox emvloyee
shall expend any monéy, ox inciar 2, . Jligation, for
'insurance, or for the.payment of premzums on insdrance,
ngninst loss, 'destruction, or damage in the sh[gment of
valuables except as specifically aulidzized by the
Secretary of the Treasury, * * *" (Fmphasis added.)

This prohibition, like the general policy, Js based on the theory that
the Government's vast resources make it far more economical for it

to assume its own ‘'rizxs-of loss.than to pay for insurance coverage
from private aources. _Sée S, Rep\ No. 738, 75th Cong., lst Seas. 6
'1937) With reapect to this pFohibition, we have indicated that
serviccn which incidentally include 1in their costs a charge for
1naurance, but whose principal goal is to minimize the risks of loss,
damage or‘destruction to the valuables being chipped, may be obtained
eince such servicea are compatible with the objectives of the Act.

See 34 Comp, Gzn. 175,
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In response to GSA's proposed char.ges in the Covernment's use
of insured and rogistered mail, USPS believes that neither the general
policy against the Governsnent's purchase of insurance nor the Govern-
ment Lossea in Ship»ent Act clearlr prohibit ‘e use of either of
these servicea. To support thia puerition, as noted above, USPS
relies ou our decisions at 3 Comp., Geu. 391 and 22 Comp. Gen. 832,

In our 1923 decieion (3 Comp. Gen. 391), we held that despite
the Federal policy sgainst the Covernment's purchase of insurance,
parcel-post insurance was not of the grneral class at which thisa
policy was direcred, since parcel-post iusuranes could be considered
"aore as an additional service performed by one branch of the Goveran-
ment, the Post Office Department, for the othar branches of the
CovArnment," Morcover, we alao noted that the purchese of this
iunsuranc2 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 insuran:a contravenad the Act's pro-
hibition against the procurement of insurance in the: s“meent of
"valunblcs" (23 defined by the Azt). We concluded that” since

"postal insurance involves not ouly indemmity against Toas ‘or
damage but a special service which minimizes the risk of loss,"
the procurement of such insurancea did not contravene the provisions
of the Act, Thus, as indicated in these decisions, the principal
justification for the exception to the Government's p:actlce of
self-insurance was the "additional' or "special" service cffered
in conjunction with the insurauce and which presumably provided
greater care in the handling and dslivery of the mail as a means of
uini.izing the risk of loss,

GSA points out, however, that the Postal ReorganizatLon Act,
39 U.S.C. § 101 et seq. (1970), aholished the Post Office Department,
formerly an executive department; and replaced it -with the United
-States Postal Serviece, an indapendent establishment within the
executive branch. 49 a consequence, aderai agencies ‘vre-now
treated as USPS customers, This devnlopment, in GSA's" opinion, ha«
materially altered that special relaticnship between the "hranches
of Government which our earlier dacisionn——now rel;ed on by USPS--
found significant.. GSA argues:. rnat it 18 nu longer aliurate to
characterize tha relationghip is "one hranch'' of the Covernment per-
fJrming a service for "the sther branches,'" and therefore implies
that reconsideratisn of our earlier decisions is warranted,
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Regariless of the sts*us of USPS vi... regard to other Covern-
ment agencies, it nevertheless appears that insured mail provides a
service only ali;htly beyond that offered for ordinary wmail, This
ip borne out, s GSA nbservas, by the instruction in USPS Postal
<arvice Manual § 162. 74 that all insured mail is to ba dispsiched as
ordinary mail and handled as asuch vhile in transit. Thus, only the
indemnity featire of thiis scrvice distingutshes it from oxdinary
mail. USPS dres not appesr to dispute tlde,

Wa corclude, therefore, that since insuved mail offers no
"ypecial” or "additional"” servic: apart from the 'ndemnity faature,
the g .neral rule reyuiring the’'overnment to nalf-insure prol.ibits
its use unless a particular situation falls witiin one of the
exceptions noted in 55 Comp. Gen. 1321, supra, or inaless otherwise
specified by law, See in this connection our report c¢mtitled "Federal
Agencies Could Do More to Economize on Mailing Costs,” GGN-75-99,
Avgust 25, 1975, page 6., We further conclude thut due to this
absanc: of any “special” or "additional" eexvice, the Government
Losses in Shipment Act (40 U.s.C. § 726) alco prohidits the use of

* insured mail in the shipment of "valuables''--defined “a 40 U.8.C,

$ 729(a) and 31 C,F.R, § 262.1, To the extent they are inconsistent
with this decisicn, 3 Comp. Gen, 391 and 22 Comp. Gen, 832 are here-
by modified.

On the other hand, insurance is not thu only feature offered
by registered mai] sinca it also provides "added protection for
valuahle aujl important mail plus evidence’ of miiling and deliv.vy.”
Postal Service Manual § 161,11, Thus regircwred mail provides
"gpecial” or "additional" service, in addition to indemnity in
case of loss. In appropriate ~ases, the use of registered mail
may eanable the GCovernment to obtain protective fewatures not nther-
wise available,

Finally, the Goyernment Losses 1n Shipment Act does not bar the
use of registared mail since the insurance obtained through this
service 1s only incidentil te the safdguards it provides to minimize
the risks of loss, damage or destruction in the shipment of valuables.
See, @.g., 34 Comp, Gen. 175,

- Accordingly, while ragiltered mail should not bz vsed for the
sole ox primary purpose of obtaining indemnity, we conclude that
neirher the self-insurance rul nor the Government Losses in Shipment
Act prohibits Government agencies from using registered mail as a
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means of safeguarding important or valusble mail, ifrhe n=_ of
rogistered matil for such purpose is admiaiistratively detormined to

be necessary.
%&44%.
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