COMPTROLLER GENERAL OF THE UNITED STATES

WASHINGTON "‘}, Q 1

Hitloa AR
F ¢ Byl f~3'l§"f£

Iiaison Officer, APR 3 -
Office for Bmergency Managemeni, ~
txecutive Office of the Fresident.
Ly dear Kr. Coys
I have your letter of March 25, 1942, as follows,

"The Office of the Coordinator of Inter-imerican iffairs de-
sires to submit for your consideration a came involving the question
of what constitutes a 'legal obligation' of apprepriated funds
subject to a fiscal year limitation.

"The situaticn 1s vrlefly, as followss

"AL the recent Conference of Foreign Mimiaters envened at Lio
de Jameiro, EBragil, the followlng resolution was introduced and
unanimously adopted by the representatives of eaeh oi tue isenty-one
Ameriocan Fepublics: ' : .

WHEFREAS 4 e

1. The Auerican Republics are now indertaking measures for
the development of certain common dbjeqtives and plans
which will contribute to the ‘esonstruetion of world order;

2. The Aweriocan Republies are njw undertaking measures seeking
to conserve and develop their resources of critical and
strateglc materials, to maijtain their domestic economies
and eliminate econcmig activities prejudicial to the welfare
and security o the imer‘ean Hepublics;

3. The defonse of the Wetern Hemlsphere requires the mobili-
sation of the yita) forces, human and material, of the
imerican fepublien: and

4. Adequate health anc sanitary memsures oconstitute an
egsential contribution in safeguarding the defensive
powers and the abil:ity to resist apgression of the peoples
of the kmerican Repblies.
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“The Third ¥esting of the Minisbers of Foreign Affairs of thse
Anerican Republies

RESOIVES s

1. To recemsend that the Govermments of the American Republics
take individually, or by complementary agreements between
two or more of them, appropriate steps to deal with problems
of public health and saenitation, by nroviding, in accerdance
with abllity, raw materisls, services and funds.

2. To recommend that to these ends thare be utiliszed the
technical aild and asdvide of the natfonsl hcalth service of
sach countyy in cooperation with the Fan imerican Sanitary
Bureau. ,

(Lesolution XXX ~ Improvement of
Health and Sanitary Conditions)

Thereafter on February 20, 1942, the Fresident of the United States

in Letter of Allocation Nao. 42-84 allocated from the 'Fmergency Fund!
contained in the Independent Hffices Appropriation Act 1942, approved
April 5, 1941, the amount of 15,000,000 to the Office for Emergency
banagement for the use of the Coordinator of Inter-American Affairs to
enable the latter Office to institute and carry out & large-scale
Health and Sanmitation Program in the other Amerlican Hepublics.

*This program has been cleared with, and has the approval of,
the President, the Vice President, the Secretary of State, the aniar
Secretary of State, the Secretary of WBar, Chief of Staff of the
United States swmy, Secretary of the lavy, the Chief of Naval
Jperations, the War Plans Division of the General Staff of the War
Department, ths War Plams Division of the General Staff of the Navy
Department, the Surgeon-General of the Army Medical Corps, the
Surgeon~General of the Navy, the Kilitary Intelligence Division of
the War Department, the Office of Naval Intelligence, the Federal
Bureau of Investigation, the Cooxdlnator of Defenge Housirg, the
Federal Security Administrator, the Office for Emergency ¥ansgement,
the #ar Production Board, end the Board of Ecoromic Warfare.

*The Health and Ssnitation Frogram contemplated involves (a)
imnediate strategic objectives of a military character, and (b)
long-range political objectives in the maintenance of solidarity
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smong the peoples of the twenty-one imerican Republics and the
continuance of the 'good Neighbor' poliey of the President and

the Department of State, Frem the standpoint of immediate strategic
objectives, it is essential that provision should be made forthwith
for the adequate and effective control and prevention of diseases,
water supply and sewage disposal in areas in iLhs other American
Eepublics which may possibly become theaters of war in the usar
future.

"inother short~-range aspect of the program, which partakes
wore of a political ithan of a strategic nature, although it has
elements of both, is the propaganda value of such a program in
creating a favorablas reaction axong the peoples of the other
smerican Lepublica. The mmanitarian nature of the work to be
done will speal: for itself and provide a moat effective counter-
propaganda weapon in countries which are being subjected to
wide~spread Axis propagands. :

"From the long-range point of view the economic and social
well-being of the peoples of the Western Hemisphere is a sine qua
non for any permanent and mutually beneficial union. It 48, of
course, impossible to obtain the Western Hemisphere solidarity which
our nationsl poliey requires when large sreas throughout the Western
Hemisphere are affliocted with bad health and samitary conditions
which hamper the productivity and capacities of the peoples inhabit-
ing them. Over a period of years the lealth and Sanitation program
will not only correst these conditions and bring about a preper
regard for public health and sanitation measures, but will create
firm and lesting relations, soclally, economicomlly, and politically,
between this country and the other American Republiecs. So much for
the objoctives of the program.

"Turning to the program itself, provision will be nade for (a)
effective caentrol and prevention of inseot-borne, contagious and
communi cable diseases, (b) adeguate and safe housing conditions,
water supplies and sewage dispoesl, including auxiliary facilities,
(¢) adequate hoapital facilities, (d) health centers, lsboratories
and clinica, (e) mobile clinics, laboratories and sanitary umits,
(f) drugs and medical and surgical supplies and equipment, ineluding
research equipment, (g) a corps of trained physicians, murses, public
health officers, technicians and sanitary engineers, (h) training
schools and field uniis, and (i) ample and proper mutrition through
adequate and safe supplies and distribution of esseniial foods, and
engouraging additional local produstion of sugh fooda. To carry out
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this importapt work the United States Army has mads avallable the
services of ite most outstanding public health and sanitation expert,
Genersal George C. Dunham, who will direst all the technicel details
of the program.

"It i, of course, very difficuld under war-time conditions to
projest the entire program in detail, project by project, for one
year into the future. However, the Department of State has already
nade certain commitimenis concerning the program by diplematis
exchanges with the Republics of Ecuador, Chile, and Brasil, and
similar coxmitments with other Kepublics are contemplated. is of
the date of this submission, the proposed Mudget for the pregram is,
as follows:

Brasil - $5,000, 000

The sum of §5,000,000 will be epent in disease
oontrol, provisicn of good water supply and
waste disposal systems, construction of
hospitals, and training personnel. It is con-
templated that the greatest part of this sum
will be spent in the northeast portion of the
country, where health and sanitation conditions
are the worst, and where strateglc interest is
greatest. It is also contemplated that a part
of this sum will be spent in the Amason Basin in
connection with production plans affecting that
area.

Contingent upon the Chilean fJovermment taking
certain action, the sum of $5,000,000 will be
spent, with the cooperation of the Chilsan
Qoverment, in the improvement of public health
conditions and, in particular, in the improve-
ment of sanitation conditions. Thile Chile does
not have the tropical diseases prevalent in other
areas, a certain amount of comtrol of communicable
diseases is anticipated. Water supply and waste
disposal in the pert areas of military importance,
and of importance as production centers, will
comprise the greater part of this program.

Eowador - ' 2,000,000

The $2,000,000 preject in Ecuador, which has
been agreed to by Er. Welles, will involve the
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entire range of health and samitation, concen~-
trating em disease cantrol, provision of adequate
water supply systeme and waste disposal systens.
Ecuador is afflicted with all the tropiocal dis-
sases and communicable diseases, and, furthermore,
is of the greatest strategic importance at the
present time to the State Department, Army, Navy,
and those agencies imterested in the production
of strategie and critieal materials.

As the nature of the work to be done in each
country 18 practically the same, and as the initial
sum of $25,000,000 will ensble us to clean up only
the most urgent situations, for brevity we are list~
ing the remaining projeets only by country and amount:

Mexico - $2,000,000
Peru - 2,000,000
Col a- 2,000,000
Veneguela snd Gulanas ~ 2,000, 000
Central America = ' o 2,000,000
Caribbean Area - ‘ 3,000,000
Other Countries - 1,249,380

In sddition to the foregoing amounts, the tentative administrative
budget for the program totals $750,620, in which provision is made
for personnel to the extent of 190 people, travel, equipmens, and
supplies.

"It is proposed to earry out the astual operating details of the
program through the medium of a non~profit corporation, to be formed
under the laws of the State of Delaware, pursuant to the authority
granted to the Uffice of the Coordinator of Inter-~American Affairs
in clause (5) of the appropriation for the Qffice for Emergency
kKanagemsnt contained in the Third Supplemental Fationsl Dafense
appropriation Act, 1942, Public No. 333, 77th Congress, approved
December 17, 1941. The decision to operate through a corperation was
arrived at only after the most careful consideratien of the entire
question by representatives of the Coordinater's Office, the Depart-
ment of State, and other interested departments and agencies. Among
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the reasons for this deecision are (a) the fact that land will have
to be acquired in the other American Republics and it is deemed by
the Department of State to De unwise to have the titls thereto
registered in the name of the United States of imericag (b) the fact
that the Office of the Coordinator of Inter-American iffairs is an
esergency organization, and it iz both desirable and necessary to
assure ths continuity of the Health and Sanitation Program; and (o)
the fact that 1t is preferable from the point of view of the
governments of the other American lispublics to deal with & nom-profit
corporation rather than directly with the Govermzenmt of the United
States.

*The proposed corporation will have oo capital steck, but
working c apital will be made available to it through the medium
of a grant-in-aid made under the authority vested in the Ceordinator
by the 4Act of July 3, 1941, Public Ko. 150, 77¢h Congress, and
the ict of December 17, 13541, Publiec Ho. 353, 77th Congress. The
effective date of the grasat will, of course, be prior to the end
of the fiscal year, June 30, 1942, In form, ths application by the
corporation for the grant will describe the program, set forth a
work plan and budget, and contain certain express conditioms and
agreements wihich will constitute definite obligations and commitments
upon the part of the corporation-grantee. The conditions and agree~
ments will be in substantially the féllowing fomm:

1. The applicant shall initiate the health and sanitation
program referred to herein immediately following the
approval of this application, and carry eat such - ~
progran for a period of one year from the date hereef.

2. The applicant shall provide all labor, materials,
supplies and squipment for the program.

3. The applicamt may enter into sub-contracts which may
be necessary or proper for the effective carrying out
of the program.

4. The applicant may, where nscessary, create subsidiary
corporations in the other Amerioan Republics to assist
in carrying out the program.

5. The program shall at all times be under the broad
general control of the Coordinater of Inter-imerican
Affairs or his sucoessorj and all personael of the
applicant, as well as all proposals, work plans and
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detailed budgets for partieular projects shall at all times
be satisfactory to, and subject to the approval of the
Coordinator or his succeasor, who may direct the applicant
to make personnel changes and amend, reviss, expand or
otherwise modify, or abandon any particular project, or
all or part of the program where in his jJjudgment sush
action is in the best interests of the United States of
Amerlca. Where a particular project or a part of the
program is abandoned, the unexpended balance of any
ponles allocated to such project or part of the progren
from the funds granted as & result of this application
shall first be used to discharge outstanding non-cancellable
cosmitments wmade previous to the sffective date of such
abandomnent, and any bglance remaining theresafter shall
become avallable for expenditure on other particular
projssis or parts of the program. In the event that the
Coordinator or his successor shall determine to abandon
all of the program, the unexpended dbalance of any funds
granted hereunder shall first be used %o discharge out-
standing non-cancellable comsitments made previous to the
effective date of such abandonment, and any balance
resaining thereafter shall be refundsd to the Treasurer of
the United States within thirty days after such sbandon-
ment.

The funds granted a® a result of this application shall
be expended by the applicant solely for the purposes

set forth hereinabove, provided, however, that the
Coordinator or hias succ¢essor may expand or modify such
purposes whore in his judgment such action is in the best
interests of the Unitsd States of Axerica.

The funds granted as a result of this application shall
be made available to the spplicant in acscordance with the
following schedule:

$4,970,000 immedistely following the approvél of this
application; and

$2,000,000 on the firet day of every momth begimning
July 1, 1942, and ending April 1, 1943.

The foregoing schedule may from tims o time be modified by the
Coordinator or his successor where in his jiwdgsment such action is
in the best interests of the United States of imeriea.
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8. The work of the applicant in carrying out such prograsm
shall at all reasonable times be open to inspection by
such psraon or perscns as the Coordinator or his sue~
cessor nay designate from time to time.

9. The books of account, a8 well &3 all files and records
of the applicant shall at all reasonable times be open
to inspection by such person or persons as the Coordi-
nator or his successor ray designate from time to tims,
The applicant's books of account shall confora to such
specifications as the Ccmptroller General of the United
States may from time to time prescribe, and such boaoks
shall be sudited by the Comptroller Genseral of the United
States.

10. The applicant shall submit euch reports and financial
statements of operations as the Coordinator or his
successor may from time to time request.

1l. The applicant shall nol undertake or agree to undertake
any additional or different work than that covered by
the Health and Samjtation Prograem referred to herein,
as it may be amended or modified by the Ceordinstor
or his successor, during the term for whioh this grant
or any renewal or extension thereof is made without the
prior written authorization of the Coordinator or his
auccesaor.

"The precise queation which it is desired to submit fer your
consideration is whether a grant made to the corporation which
contains the undertakings on the part of the corporation listed
above will be deened to constitute a 'legal obligation' of the
entire amount granted with the result that no mrt of the amount
will lapse on June 30, 1942.

"In closing, the Offisce of the Coordinator of Inter-
American iffalrs desires me to point out that it 18 not practicable
to amard separste contracis in each country for the carrying ocut
of projects in that country prior to the close of the fiscal year,
and to submit (&) that the transfer of the funds in question from
it to the proposed Delaware corporation iz the same as a tranafer
to & private corporation would be from the standpoinmt of removing
such funds from the fiscal year limitatlion in the spprepriation,
and (b) that the grant to the proposed corporation plus the
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L corparation's undertakings and comsitments in the grant canstitute
s sufficient obligation of the fund in question to bring 1t within
the accepted definition of & 'legal obligatien®.®

The funds proposed to be used in carrying out the progrem which
you have outlined were allocated to the Office of HGmergency Management
pursuant to the Presidentfs Allosation letter No, 42-84, dated February
20, 1942, to the Secretary of the Treasury, as follows,

w3y virtue of the authority vested in me by the provisions of
the appropriation entitled ‘Emergency Pund for the President® con-
tainad in the Indepandent Offices Appropriation Act 1542, approved
April 5, 1941, I hereby allocate froa the fund of $100,000,000 and

the contract authorisation of 325,000,000 providsd by aald Aet as
follows,

Contract
To Appropriation Authorization
offiee for Emergency
vanagemsnt 45,000,000 420,000,000

sald funds to be expended and obligations to be incurred under said
contrsct authorisation by the Office for Ewmergency ¥anazement for

the Coordinator of Inter-American Affairs in conneetion with emergen-
cies affecting the national security and defense.

»The funds hereby allocated may be expended and obligations
under sald contract authorigation may be incurred for all ths objects
and by all the methods authorised in the appropriation to the Office’
for Fmesrgency Janagement contained in the 'Third Suppleszsntal Kational
Nefense Appropriation Act 1942,.%
Thus, the funds so allocated to the Olfice for Emergency Management
from the appropriation and the contract authorisation may be expended
or obligated for the objects and by the methods authoriszed in the
Third Supplemental National Defense Appropriation Act, 1542, under

the heading Office for Emergsncy ianagenent.
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The Third Supplemental National Defense Appropria@ion Act,
1942, approved December 17, 1941, 55 Stat. 810, £18, undar the
headin, "0ffice for Emergency Hansgement®, contains the following
language, inaofar as pertinent, with respect to appropriastions
available to the Coordinator of Inter-American Affalirs;

g % # Frovided further, That moneys from this sappropriation
made available to ths Coordinator of Inter-Awmeriecan Affairs (suec-
cagsor to the Coordinator of Commercial and Cultural Relations
between the Ameriean Republics), together with moneys previocusly
made available to the Coordinator of Inter-American Affairs, shall,
without regard to the limitation of $1,600,000 ampecified in the
second proviso clause in the appropriation to the 0ffice for
kmergency Management contained in the Second Deficiency Appropria-
tion Act, 1941 (which proviso is amended in accordance herewith),
be availsble to the Coordinator of Inter-American Affairs, for
the purpose of (a) furthering the national defense, (b) taking
such action as may be necessary under the exiating state of war,
and (¢) strengthening the bonds between the United States and the
other American republics by (1) grants to governmental and private
nonprofit institutions and facilities in the United States and the
other American republice, (2) the free distribution of publica-
tions, phonograpt records, radio transcriptions, art works, motion-
ploture films, educational material, and such material and equipment
as the coordinator may deem necessary and appropriate to earry out
his program, (3) such other gratuitous agslstsnce as he deens ad-
viseble in the fields of the aris and sciences, sducation and
travel, the radio, the press, and the cinems, (4) employing in tie
Nistrict of Columbia and elsewhere in the tmited 5States and abrosd,
experts, special advigers, and other persons, who are not citisens
of the United States, and paying their salaries or otler compensa-
tion and expenses, including the expense of transporting thenm,
their dependents, and their effects from their homes to their
place of employment, and (5) causing corporations to be created
under the laws of the Metrict of Columbia, any State of the United
States, or any of the other Ameriean republice, to asaist in carry-
ing out ths Coordinator's program, and capitalising such corpora-
tionas # # %P ST ’

The sbove-quoted language gives to the Coordinator not only

the authority to make grants to dovernmental nonprofit institutions
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and facilities in the United States and other American republies,
but, also, trie power to cause the creation of corporatioms under
the laws of the Uistriet of Columbia, any State of the United
States, or any other American republiec and to capitalize sueh
corporation for the purpose of aasiutiﬁg in earrying out the
Coordinatorts program. As used in the quoted legislation, ®to
capltalise” evidently means to furnish with capital, to provide
capital for the operation of such corporations. See vabster's
New International Dictionary, Second £dition.

Tt is thus spparent that within the limit of funds available,
and subject to the qualifications stated in the act,‘ggngQoydfnator
may make grants either to existing Governuental institutions ﬁé&z -
facilities or to corporations which he has caused, or hereafter
uey cavse, to be organized to asaist inyifzfyfééﬁg?tSg;:—progPAm.
Ses decisicn of Mareh 24, 1942, 8-24752,ﬂt0 tpe“Coordinator of
Inter-American Affairs. ‘
7-»7k§ was stated in a decision of April 16, 1940, 19 Comp. Gen.
363, it is recognized thati |

"When an appropriation by its terms is made available until a
specified date, the general rule is that the periocd of availability
relates to the acthority to obligate the appropriation, after which

paywent may be made at any time within two years after the end of
the figecal year current at the time of such specified date. » % &7

Also, it has been hsld that an appropriation is oblipated when a

definite commitment is made or liability incurred to pay funds

. e N
3 i) Pe AT Ty KR e e e
R TR R



5 e B2 RN B et A RE v ekt B GG i e s - SRR

B=24827 -12-

from sush appropriation, even though the duty to pay the obliga~
tion may not arise until later.

Having in view the authority given by the Congress to the
Coordinator to make grants to governmental inatitutione and
facilities and to furnish capital for such corporations, the
conclueion appears Justified that funds so granted or furnished
to those institutions, facilities, or corporstions wers not in-
tended to remain subject to the fiseal year limitation of the
appropriations from which the funds were deriveds and that, in-
sofar as concerns the Coordinator of Inter-American Affairs, such
funds are legally obligated when formally granteéd to an authore
ised grantee or when furnished, or formally agreed to be furnished,
in the process of capitalising a corporation created pursuant to
the quoted act. Cf. 21 Comp. Cen, 4§§i

Consequently, T have to advise that if the Coordinator of
Inter-American Affairs shall, before June 30, 1942, conclude a
definite agresment with the proposed corporatioh granting or un-
dertaking to supply funds to it for the purposes and subjeet to
the commitments on the part of the corporation outlined in your
submission——as authoriged by the act .of December 17, 1941, supra—
the amounts 80 grented or undertaken to be supplied will be regarded
by this office as having been obligated prior to the expiration of
the fibcal yesr, Compare 20 Comp. Jen. 370,

N Respectfull

o) pgnasay *— Yarrad

Compiroller Gsnersl
of the United States.
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