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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINQTON. D.C. 2054S fj, 

"-""'« WG 11 1970 

Dear Mr. CTbairsuint 

By letter dated Vky U, 1970, you requested our opinion as to whether 
the Office af Beanomlc Opportimity (OEO) can legally fund the OppoTtunity 
Funding Corporattoi (OPC) tmder Title I-D of the Ecoaooic Opportmity Act, 
as added by section 103 of Pu)»lic I A V 90-S2&» approved Dec«n3»er 3, 1967, 
81 St«t« 688, Ua tJ.S.C. gTSB'et. aet̂ . (Supp, V) and whether such funding 
carries out the intention of the Ctmgress in aathorielng and funding OEO 
programs. 

On Jtme 29, I970, OEO fanded OFC hy a grant from I-B funds in the 
amonnt of $3»90O,O0O. Earlier, on June S6, 1970, OEO used $3,500,000 to 
fund a Pilot Prograa for the Coiporation out of funds aut^rieed by sec> 
tion 232 of the Boonoaie Opportunity Act, hP. II.S.C. 2825^3v5>p, 7 ) , which 
we understand will finanee the administrative expenses of OFC and innova* 
tive projects outside of special isipAct areas. 

The OPC la a nationally hased not for profit corporatioo organized 
under the lava of Delaware with its principal pldce of husiness in 
Washington, D.C. It is conterapiated that through a wide range of projects 
OPC will draw on the resources of the private sector to aia In financing 
local economic developiaent projects. Specifically, it will undertake 
prograajs deslgaed to gauge the feasibility of drawing on the financial 
resources of the private sector to better the lot of low«ineojBe people 
by adapting tools proven in other areas• It proposes to utiliee guaran­
tees, rediscounts. Incentive arrangements and capital protection devices 
to increase the flow ^cA use of priverfee capital and credit In low-lncosae 
conmanltles. The activities of the eoxporatlon are not Intended to be 
in lieu of or to duplicate any existing private or public services cur­
rently betng rendered In the localities selected but will svq̂ jplement and 
c«plement existing efforts* 

Vfhlle section 30*̂  of the Governaent Corporation Contrjji Act, approved 
December 6, igUjS, ch, 557, 59 Stat. 602, 31 tJ.9.C. 869(ia)*>recludes on or 
after December 6, 19'«-5̂  the forraation of corporations by ag^cles of the 
Govemment for the purpoae of acting as an agency or instrumentality of 
the tt»lted States, we have been advised by OSO and a review of the grant 
documents ahov that the legal relationship between OEO snd OFC is that 
of grantor and grantee rather than that of an agent. The OFC is wbolly 
Independent of OBO and Is not a Govemment corporation or an agent or 
instrumentality of the Government. The creation of the OFC for the 
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]purpose of carrying out OSO programs is therefore not In violation of 
the Covemment Corporation Cwitrol Aĉ J'h.or of any other provlaiwi of 
law of which ve art aware. 

In reaching a conclusion as to the legality of funding OFC under 
Title I»D our sole consideration must be whether OFC is designed to 
meet the requlments of Title I-D aud the intention of the Congress In 
enacting the Scoooalc Opportunity Act,fas anended^ Betters involving the 
wiadoa of such ftrndlng er the administrative practicalities of such funding«-
whlle of legitimate eonceni to the Congress and «pfrQ|>rlate for consideratior 
la the audit by our Office»wlll not be determined In this opinlao. 

CM langnagic and l eg l s la t l^ history of Title Z*D evid«nc« a cM$x 
Intention that the Special Impact prograytts anthorlzed to be flnutced there-
under are to be directed tcward particular ceMomitlec, involve Insofnr as 
praeiteable the Inhitbltaiits of the locationa selected and afford aufflcient 
fltMmelal aid to hare as •ppx^elable ispmot la asrestlng tendaaeies'toward 
d«p«tiAeiic;r> t3eifoed.o uaê ploQrttent aad rlaiag ooounlty teastocui in thA êono 
aaaltiet eh«iea. Subseetlaa 158(a) of Title X^^ kS U.S.C, S!765(«)^eif* 
lealiy yroviAtf that the Mreetox* of OtO ehall Qi9t profde aevlataaee for 
any Tttle t-H prognui unlees he determine* that: 

"(1) a l l projeffts «ad related faotlltte* will , 
to t%» •aawimaw feaaible extent, be located in the 
arem sarvadf 

"(S) projecte vl21, where featihle, prtaiate the 
defveloiaeiit of eatreprntettrlal and manaeffMat skilla 
aad tha pt̂ aayshtp or paxtiolpation ta ovaarshlp of 
aaatatad inndiQssaeftt^realdenta df iSata area eaihredi 

"(3) projects will be planned and eairried out 
with tha MaximMm partleipatton of loeal bt»lafsmnen 
hy thalif Inolosisn on program hoards of dlTeetora, 
adwleocy ooose iit« or throu^ other appr(93ri.Bt« 
meana) 

"*()>) ' l ^ program will be appropriately eoordl-
loatad vltii local plagwlng under this Ghs|rtar> the 
Benenatxaticm Citiea and Metropolitam Bevelopaant 
Aet of 1966, aad with oldtar relevant plans for physical 
and htHn raaoureae of tite areas served) 
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"(6} frefei!«ao<» will be 0.vaa to the residante of 
tha araaa servnd in filling ôibs and training oD^orttmltieai 
and 

**(?) tYaining progrstts fInaaeed mSast '^13 part ehall 
be dasSusMkl vherever feasihle to {provide thoae peraons i ^ 
aucceaafnJJy caaplete mdh training ^ ^ elcUla iibidt ar* 
aleo ill deaRoA in oonmBaiitlas or nai^borhoada oth«r thm 
thoae fbtr wbich pccogpramfli ara e«tablis1»»d under this part." 

Slee also S. B ^ * Ho* 56$, 9Qth Cong. 3S«3U and R« Bept. ?^. lOlS, 90th 
Cong. 66-67. 

Xten 2^ of the fec ia l Coaditl̂ QS to tbe ^rimt ra^iuireB that there 
vast be OSO eoctourrenoe with 0 ^ propoaed proeraiaa and item S5 provides, 
with iip^cifie annatatloaa to the aitprQ^rittte sections of Title I*l>, that 
OPC programn nuat meet the r«<pirenieat of those sactiona la astctblishing 
prograaa. thv^p the very £^eiflc povera and reapmsibilitles detailed 
for tha Director 4f OEO in Title I*D remain with him In his conourrlng 
role wider iten 25, This H the same procedtore Qsad by CSlO ytith other 
Title I«D granteea in meeting i ts re^podslhillty of su^Blnlstering I-D 
funds, "(fa tiiaref^re are of tha opinion ttiett tSie orgaAi«ati«i of <l̂ c was 
not Ins^aisteot with the detailed overs i | ^ reiKuireMnts s«t for the 
Director of 0 ^ la Title X-Ŝ . Either am we ceniclude that the programs 
here proposed tete clearly outside tha scope of tha cotreaiel^' broad language 
used in Title Z-D of the GEO act. The practicality of CŜC mating all the 
r^ttlresnmta of X-D is aaothor matter. It appearii^ that OPC 'Vm^^^ t̂s*' 
will he geared more to lodofiilng the Involvetamit of extsting private credit 
souroes than to affbrding debt free seed capital to impact area businesses. 

There is a <|uestlon however as to whether i t vould not bave been stdre 
approiprlate to finance these programs with ftmds authorized for pilot and 
deaooBtrati^ projects under eection 25a)^f the 0 ^ act. 3Qa enacting 
section 23S'rthe Congress recognized that new approaches and «»ethods will 
be needed to be tested and assisted to overcome special problems In the 
War an Poverty, SeeH, E«pt. Tb. 866, 90th Cong» 52'"535 ?>» Rept. I?o. 56$, 
90th Cong. 96; and H. Ecjpt. !To. 1013, 90th Cong. 7d. K seesia to us that 
the prarposed programs of OPC âre tbe type of programs specifically con-
tes^lated by the saetion 233 authority. The foUa îdag dociaaetrtation of 
the innovative character of CŜC programs siiQ p̂orts this position: 
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(1) The undated CEO publleatlon Oyporttgtlt^ .̂Ftyjji.lttg 

ên ee<m9»lc <|(ftyelo«ae t̂ despKgtstratlaa. •progreaa OR page 3 
j^knawledges tiukt̂  the'new program belnyg undertalcen, (OFC) 
• * * aims to tes t the effecrt of strengtheaing the financial 
Institxrtiona of low jjicoiaa Goaaiajnlties aa a stppleiaent to 
the Agency's current ecsmomlc dovelsrpBient acti'vities • * *." 

(2) OEO fonded the pilot OPC vith section 232: funds 

(3) The CFC grant speeifieally states that i t s purpose 
i s to "gauge the feasibility of drawing on the ftnancial 
resources of the private seotor to better the lo t of la«w 
tncooae peopla." 

ik) In a le t ter to our Office dated July 9, 1970, 
OEO advised that "Thesa projects are intended. In addition 
to Qiiqciplylng Ixnadlate benefits to the target areas, to 
assist in gao^ng the effectiveness of dlffer^st delivery 
systems, different tecihniques wai the results af similar 
techni(|uas wider various circumstances.^ 

While as hereinabove Indicated tshe use of Title X^ funda Is not 
i l legal, we do beliave that the use of section 232^und3 xi^uld be nore 
consistent with coagressional Izrtent. 

We understand that your S\:bbcaisaittee coot^riplates hearings in the 
near future on Special lls9|is.st progrsms of OEO. We think there i s a real 
need fOr the development of cr i ter ia for determtimti^wi of the types of 
programs to be financed with Title Î -S funds and those to be financed 
with section 232Y fimds and suggest that th is matter tie considered durlag 
those hearlnga. The developmeat of sueh criteria i s essential to assure 
cfloplianee with the «fta<^te of subee<JtiOtt 102(b) of the Sconomic Opportunity 
AmendaenV of 19^> Public IAW 91-177, approved JJeciMiber 30, V ^ , h?. U.S.C. 
2702(b),"authorising specif ia aaomt a to be apeat on the various OEO 
programs. 

aHoriAso^:Ga Sincerely youru, 

(SIGNED) ELMER B. STAATS 

CcBiptroller General 
of the tJnited States 

no.i:le.ctlt\.i3iB 

The Honorable GaylOrd !?alaon, Ch&irsa&R 
Subcommittee oh lEiqiklCQimrot, Manpowŝ r 

and Poverty 
CooBSittee on Labor and Pttblic Welfare 
United States Senate 
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