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UNITED STATES GENERAL ACCOUNTING OFFICE

WASHINGTON, D.C. 20548
™
T
¢ GENERAL. COUNSEL 5-189360

Mr. Herold R. Heiser way 5 1978
chief, Accounting Eranch .
pivision of Financial Management
Food and Drug Administration
public Health Service
pspartment of Health, Educaticn, and
Velfare
Rockville, Maryland 20852

pear Mr. Reiser:

This refers to your request for an advance decision on the awail-
ability of funda expected to be realized by the sale of obsolete equipment
and fixtures, for the purchase of new scientific equipment and fixtures,
by the Kational Center for Toxicalogical Besesrch (XUTR) at Pine 3luff,
Arkansas. TFormal decisions are generslly provided eoply to heads of
agencies or to certifying or disbursing offlcers who submit a voucher
vhigh they are not cartain should be paid. Hewever, perhaps the following
information will be helpfol.

You explain that WCTR has several fdle facilities formerly used for
research and development of biological wvarfarve produsts, to be gonvertad
into laboratories and velated space for research sswential te food, druz
and chamical safety. Contraets were being entered inty for having two
buildings stripped without cost to the Government for the salvage value
end an sdditional 3350 to 3400 thousand dollars. WCTR wants to apply
these funde to the purchase of scientific asguipment for installatioz in
the renoveted facilities. The Food snd Drug Administyation is In accord
vith the use of the funds for that purpose but desires GAO confirmation
on the propriety of their use.

You cite section 15.6‘/05 title 7., GAO Policy and Procedures Manuzl
for the Guidance of Pederal Agencies, which provides that "Except as
otherwise directed, 2ll proceeds from the sals of persomal property will
be available * * # for the purchase of replacement property.”” Further,
the Manual provides that 2f the sale proceads are mot applied to replace-
Rent purchases, the proceeds will be deposited in the Treasury ss miz-
callanecus recefpts in the general fund.
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The exchange/sale authority for disposal of personal property was
satablighed by gection 201{e) of tha Federal Property and Administrative
services Act of 194%, 68 Stat. 354, as amended (40 U.2.C. & 4R1{c}¥
nereinafter referred to sz the Property Act. Policies and methods poveraing
the use hy Tederal ageneies of the exchange/sale authoritey, pursugnt to
gection 201(e) of the Property Act, are contained in part 191-46/of title
41 of the Code of Pederal Regulations, issued by the Adnministritor of
General Services, vho 4z charge with adrninistering the Act,

Section Zﬂl(c)(of the Proverty Act providees that in acguiring personal
property, ~‘any executive apency, under ragulations te be prescribad by tha
Adrinistrator, may axchange or sall similar items and may apply the ex-
change allowance or proceeds of sale in such cases {ia vhole or io part
payment for the property acguirad: Frovided, that any tremsaction carried
out under the guathority of this subsaction shall be evidenced i{n wittine.”
The uge or applicability of the excheape/sale proceads In any case depends
unon the interpratation of the ters "similar items.” ¥For wmore speeific
auidance, you should refer to 41 C.Y.R. Part lﬁlféﬁ?k The Ceneral Services
administratien (CSA) can also provide guldance on the proper use of the
axchange/sale authority.

Yhile this 3ffice has on cccasion ruled on the pronriety of particular
exchanges, it has done zo only vhen asked by 884 or vhen 554 has asreed
with the arency provosing an exghanwe T allow it te submit the matler
to us. Generally, we would not inter{ere with s voasonable application
by G3A of tha statutory and regsulatorvy standards, B-163084, B-18466754 v
July 15, 1976.

The reference in title 7 of the CAS HManual whieh vou cite ia not
subatantive authority for oxchanee/sales, but mevely setz forth tha
proper disposition of proceeds once sueh an axchange/sale, asthoriszed
under 40 U,5.C. § 481¢cYand impleventing GS4 regulations, has taken
place. That is, im the coantext of 7 SA0 15,40 “renlacement promerty’
is reparded 25 personal pronarty consistlng of “sinilar ftems” under the
exchapge/sale aathority of 40 7.5.€, § 481{c)l

With ragard to the axchauzel/sale of the obsolets lsboratory equip-
went used for respareh and developumant of hiolozical varfaras nroducts
and £ts rveplacement by acqaulsitisn of equipnent for reaearch sssential
to food, drug and chemical aafety, 034 regulstions make it clear, in
our view, that any suthorized exchanze could oanly be on an iten by ditew
banis, besed on a determination that the replacepsnt was to bo ussd for
the same epecifie purpose as the item replaced, The kind of general ex-
change which appears to be preposed, substitating laboratory squipment and
firtures for new lahoratory ecuipment end fiztures would not, without
a muatching of old te new items, be zuthorized. To the exteat replacement
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property mcgquisitions are deemed not €9 be Ysimilar items,” the sale
proceeds must be deposited into the Txsasury as miscellansous rec&ipcz‘

in the general fund.

Sincersly yours,

{Nre.) Rollee Zfros
sasigraut Ceneral Coungel
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