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Charles D. Hylander
m’ m

¥o are scnaldmving lesulng » letser report o-the sddnlistrator
of the Agency fur Intemadiondl Development (A1) an the propriety of
‘& §10 mdllion tresaastion resorded in Augnst 1972 in AlDis prioveyusr
oo

o8 weded. The specdfic provision of the Forelgn Assistance ot
relating to 1970 and 1571 Hde followe,

"See, 292, Asthorisstion,—0f the funds provided 1o carry y
out the provisions of puxt I of this iot for the fisecal
gwl‘m&, $75,000,000, and for the fiscal yoar I971
me’@, ShALA Do AXSA A0 O BRI R LS

provision of this iat, Qusds used for soeh pispcses say
bs used on & loan or grant beaxig.® (Underscoring provided.)

The systes of using cther sppropristion line items such as
Devalopnnt Loms, Techulesl Assistance, snd Swporting dssletance,
to fud population assistance was oxswoaly refmrsd to as congrossional
saznarking, We undorstand that if the sarmarked sucunts wore bot used
for populaticn pnpoass, they did not bacouy availshis for ey other
HTrposs. ‘

For figeol year 1572 the Congrees for the first time made & spocific
population 1ine iten eypropriction and in tha chesnss of songreesionsal




Over e 4 yoars, o large pipeline of funds ceemaiated
twmﬁwmﬁc&: hmhﬁmlw 973 sany sillions of
dollars ranained unspent (wliguidstad otligaticos) for these popula~

Beceuse of e appapest; deaive o increass the mipporiing assistence
meuhm:n‘rws.Muwm,m

mmwim.mﬁw' . d fmds for the maxe
mjmwmmwwaﬁmﬁwm&m 1973
population Sunds. mmmamm is

T0 sppoaxt L " paposes
Uom Hls mowmmmc;sm-s mmmu,
1v. Amfamdcmﬂmmamt grants usling
£iso0). yosr 1971 axd earlisr funds may be deobligated and would,
tharestior, umwe:mmmmmdmwmaumwm
ermmmmmmmaammmmqmm
a8 dovelopoont louns or swportisg asalstance. The Cemoral Counsells
opinion is esatsined in atlantomnt C.
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is opdnton wis besed oo the “deboel mihiorily of the _

scmal Yorelgn Assistance Agt. Nnﬁmﬂ n the
rmwmmm a&t?}.m
wnd Asuintaone subsaption of I.hutnuw:.\

wdsr the Beouasis
"Bastligeted bilanems of of Jume 30, 1970, of fuxds Meretofors
ﬁ@mfamwmwammmgm
an apanded, etsmpt as otherdss providad
gw&am mmmwmm, y

o L e £

rwmﬁgﬁ.&.ummmgm
‘qenenl JATPO3S AR mdparagraphs undes Tioomorde
Wuswwww,mmw
_mmm:m mxam«s mocm

AT indioates that this muthorddy umﬂn&a%ﬂm%
WWQWI%M iz of irderedt 10 pite s
the Seats delated the provisios fyan Ste varedon of ths
wmunmzmt& 12005, Septawber 28, 1972).

In viww of the congressional ssmxmnrking in the Foredgn Assistence
Aot quoted above which isdisnten that emrvarkel fuds cei e wewd anly

mﬂtﬁu wwmyammm
uwm oo Side are axthorimsd for
WM&WWWWW&WW

AID infurned aa on Bowwmbor 1, 1972, that the §10 milies deollignted
fyem population mwmmw,zm,mummm
“mimmmxmmw o Jordan. (Ses

The "desbauc)” Lransantisn oo synst 10, 1972, goewred tc have
mmwmwmmmmwmwpﬁm
mmmwmwmmwmm
AID folt that 3t needed, AXD meguaated $844 wi31icn in supporting
anadstoons for 1573 tat the Sensts suthoriestion M1l provides oaly
6625 nlliton, The Consimning Fesciubics provides expoyting ssuistance
mr&wzﬂ, 1573, at the ammal rate of $400 2dldion,

S
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s, 1t & that AYD is sitespiing Yo reslign the foredpn

 In mEmarY, ve vapmet your opindon o ths lapality ofi

1) AXD's Augaet 10, 1972 tmwﬁmm? ieg pelor

(2) the use of deoblicated eqparked funds from prjulation
sroisots Do mprorting essdxtance or ofler Auposes
%W sgrweainted oo AID hag stated thet 1t intoends

wo dlavusced thls transanticn vith Bepsrs. Jo Ha Noove, 4. J, Wipics
add U, &, Selmler cn October &, 1YR.

Attactmentas &y B, & C

»-173240-0.X.

Indorsement _
oA 52 XIS )

-

Divector, Intermatiosal mmiep
Y

Beturned. Title X of the Fareign Assistance Act of 1961, was ~ .
' ¢ m;V:t the Foreign Assistance Act of

1967, Public Lew 90-137, epproved um 15.; 1967, 81-8tat. Mi8. 7 .

House Report Mo, 90-551 socompanying K.R\ » the bill which sub- Ve
sequently was snicted as the J Assistance Act of 1967 sxplained
on pages 0 and 31 the ;agu&m&ofﬁmx,u
followss ‘ -

x “"Section 109 sdés to the sct & new title X -
'WM'MM" earmarks
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wumnmmcwdulmmmﬂth
the food~ tion problem.” (Underscoring
supplied.

In view of such legislative history amd the express woriing of
section 292, we think it clear thet smounts suthorised to carry out

nmxmmmuwmmmmm
The decb-rech authority, set out on page 3 of your senxrsndm,

In view of the furegoing and in specific answer to your questions,
it 13 our view that AlD's substitution of current yesx funds is not
suthorized, and the use of funds suthorized for population purposes
mmMMMMMrnmmmﬁm
PUrposes, As now proposed by AID, likevise is mot authorised,

Fodl fla Deabllog

Paul G. Dembling
Genaral Counsel




ATTACHMENT A 629

INTERIM SUMMARY OF $10 MILLION TRANSACTION
IN AID'S POPULATION AGCOUNTS

This interim summary highlights a $10 million transaction in

AID's pr:l.or-year and current-year population accounts., The trans-
action is designed to augment the Agency's Security Supporting
Assistance capability in fiscal year 1973. It appears to be .
jnconsistent with the spirit, if not. the letter, of the law regarding
~ the obligation and deobligation of i‘unds, “and the directives of the

Oongress speclfy:mg the use of certvain funds for populat:.on assistance
only. : _ A

Dur:mg i‘lscal years 1968 throuoh 1971 no separate appropriations
were made for AID's population programs, but such programs were autho-
‘rized to be funded from any appropriation category. During those years,
many population projects were funded from the Security Supporting
Assistance appropriations. In fact, over the years, a large pipeline
of these earmarked funds built up and remained unspent (unliquidated)
for specific population projects in early fiscal year 1973.

' AID apparently believes that its population program is overfunded,
and that its Security Supporting Assistance capability is and will
remain underfunded. The $10 million transaction demonstrates that AID
48 acting to realign these priorities, as AID sees them, by taking
funds away from the population program and attempting to augment the
.Security Supporting. Assistance capability in fiscal year 1973.

On June 12, 1972, the Bureau for Program and Policy Coordination
(PPC) obtained an AID legal ruling that fiscal year 1971 and earlier .
Security Supporting Assistance funds could be deobligated for population
purposes, and reobligated for Securi’cy» slpporting Assistance purposes.

We are not sure the AID lega.l ruling will support the subsequent
$10 million transaction for severzl reasons. First, the "reob" authority
of the annual appropriation act discussed in the ruling expired on
June 30, 1972. As of early October, it was uncertain whether "reob"
authority will be available for fiscal year 1973. . '

Second, the ruling nullifies the fact that the funds earmarked by
the Congress for populat: on assistance only. The ruling that the funds
may be deobligated and used for other purposes would seem to be incon-
sistent with the specific: legn.slat;we mandate that they be used for
populatzon assistance only.

/
-/
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- Finally we question whether there should be a deobligation of
-~ funds without a corresponding reduction or termination of the pro;ject
or activity which gave rise to the oz-:l.vlna.l obligation.

The legal ru:l.lng is the only :Lndlcated authority we have found
for the transaction. After obtaining the legal ruling, but extending
into fiscal year 1973, PPC arranged for the AID Controller's Office
to deobligate $10 million of prior-year Sacurity Supporting Assistance
funds from continuing population projects, and to replace the funds
to the same projects by obligating fiscal year 1973 new oblloat:.on
authority (NOA) from the population appropriation. -

By early August 1972, the AID Controller!s Office had identified A
more than 20 ongoing population projects with unspent prior-year
Security Supporting Assistance funds totaling about $10 million. . An
official in the Controller's Office told us they insisted on getting
something in writing from PPC'before completing the transaction.

Ve obtained a copy of a memorandum dated August 9, 1972 from
PPC to the AID Controller. It is quoted: belom SR -

- "S.beect- SA deobiigatlons" _

' "Because of immediate hJ.gh priority need for SA funds
please deobligate $10,000,000 of prior-year SA funds from
population projects managed by AID/W offices. This will
not affect program implementation in the short run as these
projects have adequate pipelines. As needed, funds should
be restored to these projects by u81nv FY 1973 NOA from the
population account.® .

The PPC memorandum arr:.ved at the ATD Controller's. Office on
August 10, 1972. On the same day, the Controller's Office recorded
the transact:x.on deobligating the prior-year funds from the population
projects and simultaneously obligating fiscal year 1973 population
funds for the same projects under Continuing Resolution authority.

We tried unsuccessfully to identify and confirm the "immediate
high priority need for SA funds" which prompted PPC to initiate this
transaction to augment Security Supporting Assistance capability in
fiscal year 1973. Based.on discussions with several AID officials,
however, it seems that ATD's concern is for Security Supporting '
Assistance this fiscal year to a Middle Eastern country.




The $10 million transaction described above appears to be questionable.
There was no valid reason provided for the degbligation, and the basis
for a reduction of this year's population assistance capability is not
evidenced. Moreover, the Agency's indicated intention to use the funds
congressionally earmarked for only population assistance as an augmen-
tation of this year's Security Supporting Assistance capability would

render meaningless that earmarking requiregent.

We shall appreciate being advised of AID's views on the transaction
as described in this summary. We would also appreciate being advised of
any other pertinent facts or data relative to the transaction, or any
other information deemed appropriate for a fuller understanding of the
transaction. B R ‘
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ASSISTA‘NT

.OMINISTRATOR

MEMORANDUM FOR:. Mr. Clarence A, Siégléx{
SUBJECT: Interim Summary of Population Transaction

At the conclusion of our discussion yesterday morning, you asked me
to comment on the subject summary, I would make three basic points.

E ;2.' ‘You argue that the reobligation authority of the annual Appro-

. _the office of AID's General Counsel is that the Joint Resolution

- moot,

Avtaonenl B
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENRT
WASHINGTON, D, C, 20523

[

November 1, 1972

Supervisory Auditor _
General Accounting Office

cr

»--

1, It is my understanding that the funds‘“dé‘obligated in .August
have in point of fact not been reobligated but will be shortly as
part of the next tranche of supporting assistance for Jordan,.

priations Act expired on June 30, 1972. . My understanding from
of July 1 continued the Agency's authority to deobligate and ~ ~

reobligate, In view of the fact that there has not been any
recbligation in this msta.nce it seems to me that the matter is

- -
~.‘,

3. Itis our intention to insure that the Congressional earmarking
for fiscal 1970, as concerns population funding, shall remain
intact., What funds will be used to replace the $10 million of SA
is, for the moment uncertam
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' DEPARTMENT OF STATE
. AGENCY. FOR INTERNATIONAL DEVELOPMENT

L]

Octpber 5., 1972

-

GAO, Mr. Francis K. Buige -

You inquired about the legal advice
on the deobligation of certain SA
funds. I told you that I thought
there had not been a written view.
I was wrong, and here is the opinion

we received from the General Counsel! 'S,
office last June.

Attachment: Memo Hoskins to S. Brown
of June 12, 1972 -
"Application of Deob/Reob
Authority to Populatlon 4
Grants"
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' UNITED STATES GOVERNMENT
Memorandum

T -{PpRC/RS, Mr. Bldney Browm
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L DATE! June 12, 1972

YROM  : Go/LPC, John A. Hoski
SUMJECT: ppriication of Deob/Rech Authority to Population Grants

You have inquired whether population grants utilizing funds appropriated prior
to this fiscal year may be deoblipated and recbligated for the purpose for
vhich initially appropriated instead of for population programs. Ve have
concluded that populabion grants using FY 1971 and earlier funds mey be
deoblipated ond would, thereafter, be avaeilable for reobligation for either
population purposes or for the purpose for which the funds were originally
spproprioted. Prior to this year section 292 read as follows:

“Sec. 292. Authorization. Of the funds provided to
carry out the provicions of part X of this Act for the
fiscal year 1970, $75,000,000, and for the fiscel year

- 1971 $100,000,000, shall be availeble only to cerry out
the, purposes of this title and, notwithstanding any other
provigion of this Act, funds used for such purposes

* may be used on & loan or grant basis."

Prior to FY 1972 no gpecific appropriation was made for population progrems,
such programs were authorized to be funded from any appropriation
tatogory. The authority to reobligate such population grant funds, once
ted for a population purpose, is governsd by the "deob-reob" suthority
of the ennual appropriation act. The current authority reeds, in part,
a8 fouowsg . . ) -

""Amounts certified pursucnt to section 1311...as having been
oblipated against oppropriations heretofore made...for the seme
general purpose es any of the subparagrasphs under "economic
8sslstance" end “security supporting assistance"” are hereby
continued aveilable for the same period as the respective
appropriations in such ‘gubparagraphs for the same genersl
Purpose.... SR ‘ '

:§§§Yiﬂs this languege to prior year population grants, such grants are
GaﬁiOHG certified pursuant to section 1311 ond are therefore continued

le for the same period tud for the some general purpose &s the

Yopristions against which the obligotion was originelly made. This
Lo for cxemple, that funds originelly eppropriated under develojment
® OF supporting assistance line items end subsequently onligated for




pepulation purposes pursuant to FAA
Al reobligated for the development

cection 292‘ma
loan

Y now be deobligated

or supportin

g 2gsisgtance purpose

' 635

for which they were originally appropriated.
rection 292 authorizes population grants to be
fundas provided to carry out part I of the FAA,

deobligationpduring the current fiscal .year,
wrants may be deobligated - and reobligated also

At the

same time, however,
obligated from any of the
The "funds provided"

{ncludes the annual availability of bridge items, one of vhich is estimateqd

For this reason Population -
for population purposes. .

the above analysis does not apply,

‘t follows that
|y, upon deobligation,

Y 1972 appropriation act includes s

however, to Fy
population 13

such funds appropriated and oblige
be used only

.
.

1972 funds, since the
ne item appropriation.

ted for population burposes.

for population purposes, 3
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