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Honorable Michael Haley

Commissioner

Alabama Department of Corrections

Post Office Box 70084

Montgomery, AL  36107-0084

Insurance – Corrections Department

Alabama Correctional Industries may purchase insurance to insure against catastrophic-type losses that might occur due to weather or disease for stocker cattle consigned for grazing.

Dear Commissioner Haley:


This opinion of the Attorney General is issued in response to your request on behalf of the Alabama Department of Corrections.

QUESTION


Whether the purchase of insurance for stocker cattle is warranted and permissible.

FACTS AND ANALYSIS


Alabama Correctional Industries (ACI) is a self-supporting division of the Alabama Department of Corrections.  ALA. CODE §§ 14-7-1 et seq. (1995).  The mission of ACI is to provide job training skills and opportunities for meaningful work for inmates.  ALA. CODE § 14-7-7 (1995).  ACI, as a part of its farm operations, has contracted with various cattle companies for stocker cattle grazing, wherein ACI serves as contracted herdsman for approximately 1700 stockers valued at $680,000.  ACI is compensated on the basis of its ability to add weight to these stockers over a defined grazing period.  These stockers are not the property of the State of Alabama; therefore, the Alabama Department of Finance Risk Management will not provide insurance coverage for them.  ACI, however, is still liable for the health and well being of these animals above a minimal allowable death rate.  Therefore, ACI believes it is prudent to insure these cattle through private ventures for catastrophic-type losses that might occur due to weather or disease.  The cost of this insurance given the current number of cattle grazing is approximately $2,200 annually.  ACI receives approximately $190,000 annually in gross revenues from these grazing activities.


This Office has previously held that a state agency may purchase insurance from a source outside the Department of Finance Risk Management when the insurance is necessary to carry out the duties and responsibilities of the agency.  Opinion to Honorable Claude Earl Fox, M.D., M.P.H., State Health Officer, dated September 13, 1991, A.G. No. 91-00410, and to Honorable Thomas H. Wells, Director, Alabama Department of Public Safety, dated July 3, 1990, A.G. No. 90-00324.  Based upon the information provided in your request, ACI has determined that the proposed insurance is necessary to protect against losses while the cattle is in the care and custody of ACI.  Accordingly, it is the opinion of this Office that ACI may purchase insurance in this situation.

CONCLUSION


Alabama Correctional Industries may purchase insurance to insure against catastrophic-type losses that might occur due to weather or disease for stocker cattle consigned for grazing.


I hope this opinion answers your question.  If this Office can be of further assistance, please contact Brenda F. Smith of my staff.

Sincerely,

BILL PRYOR

Attorney General

By:

CAROL JEAN SMITH

Chief, Opinions Division
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