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COMPTROL..L.ER GENERAL OF THE UNITED STATES 

WASHINGTON. D.C. 20541 

tba Honorable William S. Moorhead 
Chairman. Foreign Operati01'l8 and 

Gove'ttDlll!lnt Iu ormation. Subcommittee 
c()llllll:1ttea on Government Operations 
aouse of Reprue1leatlves 

Dear Mr. Chairmtm: 

August 30, 1973 

lu:rthar raferenee is made to your letter of 'ebruary 8, 1973, 
asJdng that we consider the propriety of the liquidation by the Agency 
for International Development (AID) of the working fund described 011 

page. 10-13 of Rouse Report 92-718 a.Ud raported in the hearings held 
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by the House i'oreigo. Operations and. Gowernmea.t Infot',lDatioa Sultcomm:f.ttee, 
Committee on Government Operations on July 12, 1971, entitled ~'Economy 
and Efficiency of u.s. Aid Programs in Laos and Cambodia, \I and·· the 
dispo.~tion of the interest on those funds. 

Yau expre8s the view that the situation regarcling such funds is 
aimilar to that coJlsidered in a letter dated January 12. 1973, addressed 
to Dr. Bannaq Admtntstrator of AID, lIy Mr. Stovall, Director of our 
International Division. That letter concerned an advance by AID of 
$ 31 llillion of a $35 million grant to the United Nations Relief ~ra
tion 1n Dacca (mm,OO) for assistance to Bangladesh. WhUe it first was 
contemplated by AID· that the entire grant would be made to finance 
apeeif:l.c goods and services for Bai1g1adesh assistanee, it subsequently 
was deterud.ned that $31 1II111ioo should be maCle avail.able. as a cash 
trauafar to UN1lOD, reservin.g the remaining $4 million to purchase relief 
eommod:l.ties requested. 

The $31 million was advanced to UNROD prior to the t1me UNROn could 
effect:l.valy utilize the funds and, as a result, UNROD was able to eam 
intereat on the funds. Mr. Stovall took the position that the interest 
e&rDad OIl such funds should be returned to the .yn1ted States, citing 
Comptrol.l.u General deciston 42 Comp. Gu. 289"1962) wherein it was 
held that interest earned on Federal grants belong to the United States 
rather than to the grantee. 

The c1ted decision involved grants made by the United States 
through the Department of State to knencan-aponsored schools or libraries 
abroad. It YU held that inteTest earned on sucl1 grant funds accrued 
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he uait.e4 Statu in that taft appeared llOthiD& evidac1ng an 
at .. the p.7:t ·of the Coaglua to pl'O'rida Ul14ualU1ed grata or 
• to tIUCh iaatitutiOlltl. 

With napeat to the fUDela dUcuaeed 111 the I!ouaa ieport 81\(\ 

.cd. huz'1.np . refemat1 to abCIIrIe, tU fuada eoctdaatl 111 the Import 
r_ VoUiDa Jmtd for LUll. at the tUB of ita liquidation aud bere 
.ad., co.n.a1ated ~ fuada ~_tad to Laos by the We ... Statu 
iatuut eaned thereoa. I1poa lJ.q,uUat1eD of theVorJd.ag I'uDd 
f ........ n lD quutioclwre, 1a .ffeet, slvea over to the Laotiau 
~. 

Is ezplalra:b& the natun of those fUDels. AID. 1:a • -...oraadum 
IitU4 fo~ thlll record .. wld.eh appears 011 Pas- 21 of tbe hear:l.np 
lrred to abcrn .. atateet in part that-

the 'basio fact to be cou1clerec1 is that AID cfU 
Ii.,. ewer tile orlstul fun4e to the Royal Laod._ 
CkmInIaat t g. u,h m.:ata for I!!!lMtarz 8920'" !¥ 
tc! S!m!nte cOUIlte!'P8t. 'ftlen wn earta1n·Urd.ta
tf..oU 011 their use. he dae Uiate1:l.Ce of CODCl1t1ou 
_ tM apaditure of au1ataa hucla :I.e nOt Its~f 
UllUUal= proar.utd.$taaca f\md8'8ft ofta si ..... tor 
...,1*, v:leb the eolldi~ ·that they an to _Spent 
oal7 :fa the UUt.eclStatu. 01: CJftl.y ~ the fm _d.d, 
aacl GIlly for c.rtaD .c~ti.... . . 

!he !gtember 1964 Mt!!!et U~ tl!! 
V.8. l!em lr!P:- !fsls!g bP:! clear1): 21'!ft!"ttl 
!!y!t • f!!!d. ~ p1'e'ri.!UflY 'e SI-.AAd to .!:fo§ 
e! _,ft thua !&al!eAAtiaa GcwentJl8ftt,UMb .. 
Althou.P i~ tdaht have ben tepU.l. for the U.S .. 
Cove'hMrit to stipulate, when _kidS the ia:1tial 
'ir_Uq;that the fua.U 'be returM4 to the V.s. 
GcrNl!'II1IIiat whaa the aeeda for ,rhlcJ:i they had beea 
.... ava11ab1e DO l~ exi8teG. tld8 was nOt d_, 
~ the aNeo.ca of auch a' .tipU.u~, webe118ve, 
that the above disposlt1~ of the U. S.. laIport. . .. : . 
'roana WorlWta lund.. UDder vhJ.dl • pardon vu 
placed Sa a' bat accoU1lt belODli88 .to the. RD1u. 
Laot1.a. Covemment. 118" _t1J:ely PI'O'per. * * * 
(l.pbaata ad.ted.) 
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In the i.utaDt case vhU.e AID assert. that tta. fUDCls :I.n quution 
atit.ute4 a caah &rant Ureetly to the GOV'el'DfJ41lt of Lao. fot. budaetary 
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'~ort ed to generate counterpart, AID bas been unable to. furnish 
'f~ • copy o.f the grant agree:&ltent. In any event it 18 noted that 
¥~ o.ther restrictions the funds properly could be upended only 
~~a, purehaH certain approved cOlllllOd1t1es and in the M'DDer specified. 
~;;;;;' 

~::~1 In '9'1_ thereof, the funda appear to. have been made available 
f~ were actually granted under cond1tiona ccaparab1e to. those con
~ .. tidered. in 42 Comp. Gen. 2891~962) and. in our op1aion. any _used 
>portion of 8uch funds and in est earned OIl the grant funda prlo:r: 
'to their expenditure fer grant purp08 .. should have be ... cr.aited 
to the United State.. As noted in that dedsion when Congress in
tenclaJ to make an outright grant er lift, it has 110 diffieu1ty in " 
(tomg 80. and, .. an example, reference was made to. 16 U.S.c. soar 
,U.rectinJ that 25 pereent of incOJle frOll natioaal foresta be paiel to. 
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the State in which the foreat is 111tuated. We f~ no. coaparab~ ',' 
prcm.a1oaa in the Foreign Assistance Act of 1961" .. amended. 

.. furthermore. AD) agrees that it m:1ght have been feasib1eto have pro
vid.ed in the srant agreement for the return o.f any funda when the 
need therefor 110 longer existed. 

Nevertheless, since the actions of both parties from the ti1ae 
that such grant agreement was entered into. have been. consistent with 
tb. concapt that the fuuds, when granted, becae the property o.f Laos, 
and. .inee very Uttl. purpose would be aerved at this late date in 
Itt.aptiDg to recover the interest earned en such fUllds, we do not 
proposa to tubt upon collection efforts by AID in this particular 
cue. 

You..,. wisb to. inform AID of our conclusion that interest 
earned uu.der ita other grant programs, ineluditag those for budgetat:y 
support, beloug to. the tia1ted State.. In the alternative, we will 
80 advise AID by eeparate letter or, with you pend..aSiOIl, send the 
agency til copy of this letter. 

Sincerely yeura. 

H.P .KEI.I,F;R 

Deputy Comptroller General 
of the Uuited States 
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FUNDS 
Feperal grants, etc., to other than states 

~ Interest earned 
~~ 

INTEREST 
~dvance payments 

As belonging to Lnited States v. others 
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