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ATTACHMENT A 629

INTERIM SUNi4ARY OF $10 MILION TRANSACTION
IN AID'S POPULATION ACCOUNTS

This interim summary highlights a $10 million transaction in
AID's prior-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
inconsistent with the spirit, if not the letter, of the law regarding
the obligation and deobligation of funds, and the directives of the
Congress specifying the use of certain funds for population assistance
only.

During fiscal years 1968 through 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
*is 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.

an June 12, 1972, the Bureau for Program and Policy Coordination V
(FPO) obtained an AID legal ruling that fiscal year 1971 and earlier
Security Supporting Assistance funds could be deobligated for population
purposes, and reobligated for Security Supporting Assistance purposes.

We are not sure the AID legal ruling will support the subsequent
$10 million transaction for several 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 wrill be available for fiscal year 1973.

W va
Second, the ruling nullifies the fact that the funds, earmarked by

the Congress for population assistance only. The ruling that the funds
may be deobligated and used for other purposes would seem to be incon-
sistent with the specific-legislative mandate that they be used for
population assistance only. '

* ~ ~ ~~~~~~~~~~~~~/ ,w
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Finally we question whether there should be a deobligation of
funds without a corresponding reduction or termination of the project
or activity which gave rise to the original obligation.

The legal ruling is the only indicated authority awe 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 Security Supporting Assistance
funds from continuing population projects, and to replace the funds
to the same projects by obligating fiscal year 1973 new obligation
authority (NOA) from the population appropriation.

By early August 1972, the AID Controller' s Office had identified
more than 20 ongoing population projects -rith 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.

We obtained a copy of a memorandum dated August 9, 1972, from
PPC to the AID Controller. It is quoted-below. -

'"Subject: SA deobligations"

"Because of immediate high 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 using FY 1973 NOA from the
population account."

The PPC memorandum arrived at the AID Controller's Office on
August 10, 1972. On the same day, the Controller's Office recorded
the transaction 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 AID's concern is for Security Supporting
Assistance this fiscal year to a Middle Eastern country.

-2-
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The $10 million transaction described above appears to be questionable.

There was no valid reason provided for the deobligation, and the basis

for a reduction of this year's population assistance capability is not

evidenced. 'Moreover, theAgency's indicated intention to use the funds

congressionally earmarked for only population assistance as an augmen- 4.,

tation of this year' s Security &upporting Assistance capability would

render meaningless that earmarking requirement.

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.

-W .. .r e
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DEPARTMENT OE STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON. D. C. 20523

ASSISTANT
,DmIKISTRATOR

November 1, 1972

MEMORANDUM FOR: Mr. Clarence A. Siegler
Supervisory Auditor
General Accounting Office

SUBJECT: Interim Summary of Population Transaction

At the conclusion of our discussion yesterday morning, you asked me
to comment on the subject summary. iwould-iaake three basic points.

1. It is my understanding that the funds--dobligated 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.

2. You argue that the reobligation authority of the annual Appro-
priations Act expired on June 30, 1972. My understanding from
the office of AID's General Counsel is that the Joint Resolution
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 instance, it seems to me that the matter is
moot.

3. It is our intention to insure that the Congressional earmarking
for fiscal 1970, as concerns population funding, shall remain
intact. W~hat funds will be used to replace the $10 million of SA

: is, for the moment, uncertain.

Lloyd es
Deputy Assis nt Administrator

for Prog m and Policy
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DEPARTMENT OF STATE

;, AGENCY FOR INTERNATIONAL DEVELOPMENT

October 5., 1972

GAO, Mr. Francis K. Buige -

You inquired about the legal advice
on the deobligation of certain SA

I 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.

Ll Aonnes

Attachment: Memo Hoskins to S. Brown
of June 12, 1972 -

"Application of Deob/Reob
Authority to Population
Grants"

- ~~~~~~~~~~-i
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UNITED STATES GOVERNMENT

Memorandum
TO ' XPC/RS, Mr. Sidney Brown . DATE: June 12, 1972

RaOM GC6/LPC, John A. Hosk,

SUNJgcT:Application of Deob/Reob Authority to Population Grants :.7

You have inquired. whether population grants utilizing funds appropriated prior
to this fiscal year may be deobligated and reobliCated for the purpose for
which initially appropriated instead of for population programs. We have ...

concluded that population grants using FY 1971 and earlier funds may be
4coblieated and would, thereafter, be available for reobligation for either
Population purposes or for the purpose for which the funds were originally
tPrompriated. Prior to this year section 292 read as folloWs:

%ec. 292. Authdrization. Of the funds provided to
carry out the provisions of part I of this Act for the
fiocal year 1970, $75,000,000, and for the fiscal year
1-7 4a$1,ooo,000, shall be available only to carry out r
the.purposes of this title and, notwithstanding any other
3rovision of this Act, funds used for such purposes

* May be used on a loan or grant basis." . . -

htior to PY 1972 no specific appropriation was made for population programs,
but #uch programs were authorized to be funded from any appropriation
0t4orY. TRie authority to reobligate such population grant funds, once

ted for a population purpose, is governed by the "deob-reob" authority s
* the Gnrnual appropriation act. The current authority reads, in part,

fa ollows:

i DioUnts certified pursuan't to section 1311. .. as having been
* Obligated against appropriations heretofore inade. .. for the same-e

general purpose as any of the subparagraphs under "economic
9Beiotance" and "security supporting assistance" are hereby
Continued available for the same period as the respective
PPropriations in such pubparagraphs for the same general

Aft ing this language to prior year populaLion grants, such grants are
* blitiona certified pursuant to section 1311 and are therefore continued ..

' "41ble for the same period and for the some general purpose as the
! 'I)1 IL'tions against wlhich the obligretion was originalloy mnde. This

s for example, that funds origin,31y appropriated under development
oor sUpnorting assistance line items and subsequently ooligated for

.A ' .. . . .
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;xJileatin purpoa co Purt uant to FAA section 292 may now be deobligated 4m," rcobligatcd for the development loan or soupporting poplat stimtnopurpose I
for which they were 6iriginally appropriated. At the s~6tmhwvr 

cct~iSn 292 authorizn PoPuslation grants to be obligated from any of thefundah provided to carry out part I of the FAA. The "funds provided"1ncludes the annual availability of bridge itezms, one of which is estimnated dcoblig.ation~rduring the current fiscal' year. For this reason population '.rants. may be dcobligatdd -and reobligated also for population purposes.
rue above analJysis does not apply, however, to 1'Y 1972 funds, since the.Y 1972 appropriation act inlcluden a population line item appropriation.:t follows that such fuxnds appropriated and obligated for popul~ation purpones.'rao, upon deobligation' be used only for population purposes.

C: A.Z. Gardiner, Go.
Ad.W. Henahaw, (IC/PH - . .

/ .........-...--...




