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THE WHITE HOUSE

WASHINGTON

February 1, 1983

MEMORANDUM FOR RICHARD A, HAUSER

FROM: JOHN G. ROBERTS 99X

SUBJECT: and Legal Services

Board Appointees

The Pay Act, 5 U,S.C. § 5503 (Tab A), generally prohibits
payment from the Treasury to recess appointees appointed to
fill vacancies which existed while the Senate was in session.
No Pay Act problems are presented with respect to the four
new recess appointees to the Legal Services Board (Masson,
McCarthy, Santarelli, Shapiro). The vacancies these indi~
viduals were appointed to fill arose with the sine die
adjournment of the Congress, U.S. Const., art. I, § 2, cl. 3,
since that is when the recess appointments of the indivi-
duals they viced (DeMoss, McKee, Slaughter, and Dana,
respectively) expired. The Pay Act only applies "if the
vacancy existed while the Senate was in session.™ 5 U.S.C.
§ 5503. These vacancies did not exist while the Senate was
in session -- at that time they were filled by individuals
holding valid recess appointments (apart from the Pay Act
status of those individuals). Thus, for the four new recess
appointees, it is not even necessary to argue that the Pay
Act does not apply because payment to LSC directors is not
"made from the Treasury of the United States." 5 U.S.C.

§ 5503.

Potential Pay Act problems do exist for the other seven
members of the board, who apparently are still on the board
by virtue of the holdover provision, 42 U.S.C. § 2996c (b),
even though their recess appointments (except for Donatelli
~and Rathburn) have expired. See Memorandum to Meese, Baker,
and von Damm from Fielding, December 17, 1982. (Tab B).
These seven individuals -~ including Donatelli and Rathburn
~-- were recess appointed to £fill vacancies existing while
the Senate was in session. The fact that holdovers were in
- office at the time does not mean that the vacancies did not
exist. See 2 Op. Legal Counsel 398, 400 (1978). None of
the exceptions to the Pay Act's prohlbltlon on payment
(vacancy arose within 30 days of end of session, nomination
pending at end of session, nomination rejected within 30



-

days of end of session) apply,so the only available argument
is that the Pay Act as a whole does not apply, because
payments to LSC directors are not made from the U.S.
Treasury.

It is the view of the LSC Acting General Counsel that
payments to the LSC board are not made from the U.S.
Treasury. See Letter from Mary Weissman to Larry Simms,
September 20, 1982. (Tab C). The Office of Legal Counsel
has not 1ssued an opinion on this question, but in 1980 it
"recommended" in a related context that § 5503 not be
construed literally as limited to payments made directly
from the Treasury. See File Memorandum from Herman Marcuse,
September 23, 1982. (Tab D). Such a recommendation =-- an
appropriately cautious guide to prospective action =-- does
not, of course, indicate that the Pay Act would be construed
broadly to cover LSC appointees.

Attachments
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United States E=82(1).

_ C.J.8, United States §122..

Notes of Dseocisions

Construction 1

 Contracts or agreements. £

De Iacto offices. 8

Increase or reduction of salary 4

Prerequisites to. compensation
Generally & .
Legality of appointment 6:
Rendition of services 7

1.. Construction

Where the words of a:  statute tlnni
the compensation of a public officer-are:

~looge and  obscure. and admit of two:

* meaniogs, they should beg: construed: im:

;- favor-of the-officer.
4 Ct.Cl. 140,

Moore v. U. S, 1868;

. 3. Contracts oF agreements:

When: an office swith a fixed salary has
been: created by & siatute; and a: perxon
duly appointed: to it has - qualified and:
entered' upon his: duties, he is: entitled;

< during: incumbency, to be-paid the salary

- Congress;

e

prescribed by the- statute; and effeet will
not: be- given to.any attempt to: deprive:

him: thereof, whether by unauthorized
agreement, by  condition; or otherwise:

MacMath v. U. 8, Ct.CL181§; 39 S.Ct. 31,

248 U.S. 151; 63 L.Ed. 177,

There can be no Implied contract by
which an appointee undertakes to: pers
form: less than the whole duty, and: to re-
celve: jess: than: the fuil pay enacted by
Stocksdale: v. U. 8, D.CMd.
1889, 38 F. 62.

8. De tacto-offices:

There may bLe a8 de-facto officer, but
never-a- de facto office; 1888, 19 Op.Atty.
Gen. 443, 449,

4, Incresse or reduction of salary

A salary establshed by statute can: nei-
ther be inereased nor: disminished by ex-

‘pended by the: commandant,

ecutive officers. Dyer v. U, 8, 1885, 20
Ct:.Cl. 168.. See, also, Andrews v. U. 8§,
1911, 47 Ct.CL. 51.

Geners

3. Prerequisites: to: comp £1
Lo ey
The legal right of an officer to the sal-

. ‘8ry of an. office depends. upon his being:

de- jure an officer holding or entitled to
hold the office. Belcher v. U. B, 1809, 34
Ct.Cl. 400.  See; also; - Jackson-v.. U. 8,
1908; 42 Ct.Cl. 39: Morey v. U. 8., 1800, 35
Ct.CL. 608 . ) . B

8. == Legality of appointment

It ig immaterial, so {ar as compensa-
tion: g concerned; whether an: employ-
ment constituies an: office as: defined. in:
the: Constitution; provided: the- appoint-
ment was made lawfully. Saunders: v, U,
8., 1886, 21 Ct.CL. 408, affirmed. 7" 8.Ct.
467, 120.U.8..126, 30 L.Ed. 584.

It an appointment be contrary to taw,
the: party  cannot recover for  servicee.
rendered. Weeks:v. U. 8., 1888, 21 Ct.Cl.
124. L

7. =me=s Rendition of services

One who- Is- employed: at a Navy yard
at’ & per-diem: ¢compensation ‘1s° not: enti-
-tled  to: compensation: except for:the time:
during -which he  sctuslly renders serv-
ices; and the: fact that, after belng sus-
he- holds:
himself ready: to- perform: such: services;
gives: him: no- clalm - agsinst the Govern-
ment; Murphy v. U, Bi, C.C.A.Cal.1887, 78
F. 255,

Yhere: one claiming to- be an: offleer:
rendered’ no service: and: held no -official
relation with the government, money pald

5 §5503

him for sglary: may  be: recovered bvack.k :

Miiter v. U. 8.; 1884, 19:Ct.CL. 338,

§ 5503, Recess e;ppqintments

(a) Payment for services may not be made from the Treasury of
the United States to an individual appointed during a recess of the
Senate to fill a vacancy in an existing office; if the vacancy existed
while the Senate was in session and was by law required to be: filled
by and with the advice and consent of the Senate, until the appoint-
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5 § 5503

EMPLOYEES _ Part 3

ee has been confirmed by the Senate. This subsection does not ap-

ply—

(1) 1f the vacancy arose within 30 days before the end of the

session of the Senate;

(2) if, at the end of the session, a nomination for the office,.

other than the nomination of an individual appointed during the

preceding recess of the Senate, was pendmg before the Senate:
or

for its advxce and consent;

(3) if a nomination for the office was rejected by the Senate
within 30 days before the end of the session and an individual
other than the one whose nomination was rejected thereafter
receives a recess appointment, '

(b) A nomination to fill a vacancy referred to by paragraph (1),

(2), or (8) of subsection (a) of this section shall be submitted to-

‘the Senate not later than 40 days after the begmnmg of the next

session of the Senate.

"Pub.L. 89-554, Sept. 6, 1966, 80 Stat. 476.

Historical and Revision Notes

United: States Code
5-U.8.C. 568

Derivation:

Revised Stututes and Statutes at Large

R.S8. §-1761.
July 11, 1840, ch. 580, 54 Stat. 731,

Explanatory Notes:

. Sta&lard changes: are made: to: conforni
with. the: definitions: applicable: and  the:

—

style-of this title &8s outlined: in: the pret»
aceto the report.

Library Re!erenoele

United: States €&=89(1).

Notel of

Existence of vacancy while Senlte was: in:
session: 8

Holdovers 4

Nominations. pendln: at end of sesslon &

Power of Fresident 2

Submisslon: of nominations: after begin-
nifig of next sesslon & .

Vacancles within section 1

L~ Vacaneles within sectiom:

A vacency caused by: death or resigns.
tion: or by the creation of a new office is:
within- this: section.. 1907, 26 Op.Atty.Gen.

.

2. Power of President

The- President - is: autharized: to: make

recess:: appointments to fill vacancles
which. occurred while the- Senate is: in
session. - 1060, 41 Op.Atty.Gen., July 14,

C.7.8. United States: §§ 17, 44.

Decisions

Former section 58 of this title: [now
this section] in assuming to act upon the
galary of officers appointed during the
recess of ‘the Senate; when the vacancies
actually existed while the Senate was In

seasion, had: to be: deemed a: recognition:

by Congress: of the lnvariable construc-
tion given: by the Presidents to the pow-
er: of appointment conferred ‘upon them
by the Constitution, and in postponing
the payment aof the salary of the appoint-
ee until the Senate had given:its assent
to: the appointment, it conceded the right
of ‘the: President to appoint, although it
undonbtedly: embarrasged the: exercise of
that right by subjecting the appointee to
conditions which were somewhat onerous:
1880, 16 Op.Atty.Gen. 522. See, also, 1883,
17 Op.Atty.Gen. 521.
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- Existence. of vacancy  whi
was in sesslon

Where vacancies on the Inter:
merce Commission and the Unl
Tariff: Commission  [now - Tai
International Trade Commiselc
existed while the Senate wse
were: filled after adjourament o
ate- by -the issuanes of reces
gions; the- appointees could ne
their respective salaries nnder s
appointments. 1820, 3% Op.Att;

4. ‘Holdovers

The - general rule: ig that, w
gress has not authorized the
hold: over, his locumiency
deemed to cease at the sad of
though no  appointmeni of a

- may then be made, - 1&8%, 170y

448;

8. Nominations. pending st er
sion

The adjournment of ihs Sena
3, 1860, constituted ths *‘term
the sesgion of the:. Sepzia"
meaning of former:section &8.0
{now this section], so thai pers
nominations: were: pending ‘1

Biwenkly

(a) The pay perizsd f
workweeks.  For the purp

(1) -an emplayée ir

»

(2) an employee |
the Capitol, the Bot
for whom a basiz ad
section GJ:Ql(a}:f;ﬁ) <

(3) an individual
of Columbia'.;.

but does not include——

(A) an employee
the Panama Canal C

(B) an empicyee
of employee in secti
ployee or individual
tle.

(b). For pay computat

nual rate of basie pay
Payment for employment

-of 40 hours. Whe# it i







THE WHITE HOUSE

WASHINGTON
December 17, 1982

MEMORANDUM FOR EDWIN MEESE III
: JAMES A. BAKER III
HELENE VON DAMM

: i ; FFF
FROM: FRED F. FIELDING OT18. signed by
COUNSEL TO THE PRESIDENT

SUBJECT: '~ Legal Services Corporation Appointments

As you know, on December 8, 1982, the President withdrew the
nominations of nine individuals (eight of whom he had recess
appointed) to be members of the Board of the Legal Services
Corporation (the "LSC Board"). Because the recess appoint-
ments of those individuals will expire with the sine die
adjournment of this Congress, U.S. Const. art. I, § 2, cl. 3.,
the legal authority of the LSC Board upon sine die adjournment

must be addressed.

This will summarize our view of (1) the legal effect of
expiration of the current recess appointments, (2) the le-
gality of "re-recess" appointing our recess appointees to the
Board, and (3) the options available for Administration
action.

1. Legal Effect of the Expiration of
the Current Recess Appointments

The enabling legislation for the Legal Services Corporation,
42 U.S.C. § 2996 et seg., includes a holdover provision for
members of the LSC Board: "Each member of the Board shall
continue to serve until the successor to such member has been
appointed and qualified.™ 42 U.S.C. § 2996c(b). Although our
recess appointments will expire with this Congress, the
holdover provision of the LSC Act may enable them to continue
to serve as members of the LSC Board until their successors
are appointed and qualified. Those successors may be recess
appointed, since the statutory holdover provision of the LSC
Act does not prevent the President from exercising his
constitutional authority to make recess appointments. 2 Op.
Off. Legal Counsel 398, 400 (1978).

However, a serious drawback to the retention of the current
recess appointees as "holdovers" is the likelihood of a legal
challenge to the continuing validity of their appointments and
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to any actions the holdover Board may take. 1/ The Justice
Department believes that it could successfully defend the
holdover LSC Board with respect to these matters, but advises
that colorable legal challenges can be advanced. For example,
it may be argued that the President, by treating his recess
appointees as "holdovers"” under the Act, would be evading the
clear intent of the Constitution to limit the time unconfirmed
recess appointees may serve, since the President would, in
effect, be able to retain his choices for Board Members
despite the lack of Senate confirmation. In other words, the
holdover provision was not intended to allow the President's
recess appointment authority to override the constitutional
system of checks and balances embodied in the Senate's power
of advise and consent. 2/

In light of the present litigation and the anticipated legal
challenges to retain the current recess appointed Board Mem-
bers as "holdovers", Justice recommends that we not retain
any Members of the Board as "holdovers™ and that new appoint-
ments to the Board be made as soon as possible.

If the current recess appointees to the LSC Board are held
over and a challenge is successfully made against such hold-
overs, the Board would be left with only two qualified Members
(Rathbun and Donatelli). In that event, there is some question
as to whether the LSC Board may transact business with only
two Board Members in office. The LSC Bylaws, 45 C.F.R.

§ 1601.21, suggest that, when there are only two Directors in
office, two Directors can constitute a quorum for the trans-
action of business. The District of Columbia Corporation Act,

1/ A challenge to the legality of the President's recess
appointments of these individuals to the LSC Board was filed
in the District Court for the District of Columbia last year
by the Carter Administration's Board. McCalpin v. Dana, C.A.
~No. 82-542. The Government's motion for summary judgment and
to dismiss was granted by Memorandum Opinion dated October 5,
1982, and is now on appeal. On Monday, December 13, 1982,
plaintiffs filed a Motion for an Injunction Pending Appeal to
enjoin the Board from taking any action, other than to
preserve the status quo. ‘

2/ At least one District Court has suggested that there
are limits of this sort to the President's recess appointment
powers. See Staebler v. Carter, 464 F. Supp. 585, 601 n.41
(1979) (The President presumably may not re-recess appoint an

%gdividual whose nomination has been rejected by the Senate)
icta).
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however, reguires corporations to have at least three direc-
tors in order to act, and the LSC General Counsel takes the
position that District of Columbia law controls.

2. Re-Recess Appointings=Current
Recess Appointees to the Board

Based on the language of the Constitution (Art. I, § 2, cl.
3), the President appears to have the power to re-recess
appoint our appointees to the LSC Board. 3/ Such an action is
complicated, however, by the restrictions “of the Pay Act, 5
U.S.C. § 5503, by tradition and by the likelihood of legal
challenges to such appointments.

The Pay Act is a Congressional effort to preclude successive
recess appointments by exercising the power of Congress over
the pursestrlngs. It prohibits "payment for services from
Treasury funds" to recess appointees, except in specified cir-
cumstances, none of which are present here. A technical
argument can be advanced that these appointees are exempt from
the Pay Act's prohibitions on the grounds that LSC funds are
not maintained in the U.S. Treasury. The LSC General Counsel
takes this position; however, this issue has never been
addressed by the courts or the Comptroller General. 4/

Tradition also weighs against the reappointment of our own
recess appointees. The Executive Clerk has retained records
regarding recess appointments dating back through the Nixon
Administration. Never in that period of time have back-to-
back recess appointments been made. The most recent example,
in fact the only example, of consecutive recess appointments
we have been able to document was in 1947, before enactment of
the Pay Act.

Finally, there is a strong likelihood of a legal challenge to
sequential recess appointments of the same individuals on the

/ There may, however, be limits to this power. See footnote
’

supra.

4/ Normally, one would expect the financial ramifications of
appllcatlon vel non of the Pay Act to a part-time board to be
inconsequential. 1t should be noted, however, that in the
past year, Members of the current LSC Board have received
substantial sums (in excess of $244,000) in consultlng fees
and reimbursable expenses.

3
2
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grounds that such action would subvert the Constitutional ,
authority of the Senate to advise and consent to Presidential
nominations. Because the nominations of the individuals who
will be re-recess appointed were withdrawn before the full
Senate had acted upon them, the situation at hand would not
present a favorable factual basis for defending Presidential
authority to make re-recess appointments. Here, there was no
failure by the Senate to act on the nominations of these
recess appointees; rather, the President precluded the Senate
from acting on the nominations. '

3. Options for Administration Action

A. Make new recess appointments to replace those members
whose terms will expire when the Congress adjourns sine
die (which is expected to occur over the weekend of
December 18 or on Monday, December 20, 1982). {The terms
of Donatelli and Rathbun will not expire at that time,
and would be unaffected by this action.)

This would present the most defensible case from a litiga-
tion standpoint and would not preclude subsequent decisions to
nominate different individuals, including those from the earlier
~Board. The principal drawback to this option is that it would
almost certainly require a waiver of our policy requirement
that full field clearances must be completed prior to any re-
cess appointment.

By recess appointing new members to the Board before the
convening of the next Congress, their recess terms would last
only to the end of 1983, the adjournment of the 1lst Session of
the 98th Congress. Making recess appointments in the next
Session of Congress would allow the terms of those appointments
to run until late 1984, the adjournment of the 2nd Session of
the 98th Congress. However, there is obviously no certainty
that there will be a recess of sufficient length (roughly 21
days) to allow for recess appointments early in the 1st
Session of the 98th Congress. To wait for that event would
jeopardize any control over the Board during the interim
' between adjournment of Congress this year and the next recess
suitable for recess appointments, and incur the risk of
additional litigation regarding membership of the Board.

B. Re-recess appoint some or all members of the Board and
recess appoint new candidates to any remaining vacancies.

This would enable us to reappoint those individuals who
support the Administration's position and philosophy. The
drawbacks to re-recess appointments are first, that there is a
near certainty of a legal challenge in an unfavorable factual
setting; second, that the individuals who are re-recess
- appointed may not be entitled to be paid or reimbursed for
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expenses; and third, that tradition weighs heavily agains?
such a practice. Furthermore, the problem of the "excessive
fees"™ received by the current Board and the President's public
reaction that "it is highly unfortunate that the expenses for
the Bvard have apparently doubled over the past year” must be
considered in any decision to re-recess appoint any current
Board members. Obviously, a re~appointment of those members
would be portrayed by some as a de facto endorsement of the
current Board's fee practices, and the suggestion would be
made that the President's prior statement on this matter was
~mere public relations posturing. '

C . Do nothing and allow our present recess appointees to
"holdover" under the statute.

" This option is not recommended by Justice because of the
likely adverse impact on the pending litigation involving the
Board, and the legal challenges it would invite. Furthermore,
this would leave us in the apparently untenable position of
retaining as LSC members the very individuals whose nomina-
tions the President withdrew because of dissatisfaction with
their actions as Board members.

RECOMMENDATIONS

Make recess appointments of new individuals to all nine
vacancies on the LSC Board as soon as the Congress adjourns
sine die. Nominate either those individuals or others
(including members from the past recess appointed Board). 5/

FFF:SMC:ma 12/16/82
cc: FFEielding
ooksey
Subj.
Chron.

5/ To preserve the right of such recess appointees to be paid
under the Pay Act, the nominations would have to be submitted
within 40 days of the Senate's reconvening (assuming the Pay
Act is applicable to this Board).






‘f‘subject to GAO e‘accounts settlemef

‘_: o'the pos;tlon that/S U. S C. 55563 does not prohlblt payment

LEGAL SERVICES CORPORATION
733 F lflcculh Street, N.W., ¥ ashmgton D.C. 20005

Writer’s I)mct Teh.phnne

(2000272-4010

 September 20, 1982

Office of Legal Counsel
Department of Justice

Room 5224, Gtes T
10th and Pennsylvanla.Avenue, M W St e
Washington, D.C.. 20530 e

. Attn: Larry Simms, Esg. S
Dear Larry.;

: Enclosed in accordance w;
followxng. s .

: l. Advance Copy of a.memoranium‘ ron the Comm;ss;oner ;
on Aglng, Department of Health an *Humanlserv1ces, concludmng_v
that the funds from the Legal Services Corporation may be .
‘used as the-non-federal share to match Tltle III funds under
the.Older Americans. Act. :

2. Letter dated August 29 1977 from the Chlef Counsel
to the Comptroller of the Currency, concludlng that the
deposits of the Legal Services Corporatlon are not "oubllc
- money" for’purposes of 12 U S C. §90

-
-

3. Oplnlon of Comptxoller General dated October~23r 1981,~'~
concluding that GAO lacks jurlsdt}tzo to review the award of
~a contract under a grant by the Legal Services Corporatlon
.since the Corporatlon is not an agency of the Government .

authorxty,,,/;ne,_

4, Oplnlon of the General,Counse of*the LegaIrSerVLces b
Corporatlon dated July 30 1980, with attached memoranduma

5. Copy of a Memorandum of Understandlng Between theyh :
2Legal Services Corporatlon andAthe Department of Treasury.Av; B

In our view, the name ratlonale supportang‘the various
opinions enclosed and our Memorandum of Understanding support e




©3 LEGAL SERVICES CORPORATION -

Larry Simms, Esg.
September 20, 1982
Page Two

to the Board of Directors of the Legal Services Corporation
because the payment is not belng'made "from the Treasury of
the United States."

If you need any additional information, please let me
know. . '

Yours: truly,

fi Mary . Wieseman |
“jgﬁctlng General‘Counsel

ccﬁ Gerald M. Caplan
Clinton Lyons

Enclosures

bdh

,!

-y




- DEPARTMENT OF HEALTH AND HUMAN SERVYICES
OFFICE OF HUMAN DEVELOPMENT SERVICES

Administratim o Aging

WASKINGTON, D. €. 20201

POLICY ANNCUNCEMENT
ACA-PA-TII-80~
September  , 1980

RE: Sectiom 1321.151
Section 1321.199
Secticn 1321.201

LICY m:m 2151 Lega.l Services o S s
#199 Federal Financial Pa.rt:.ca.pat:.m , ' .
#201 Nen-Federal Share Requ:.remalts ‘ =

BIECT: UseofLegalServ:casCarporat:.mFmdsast—FederalSIBre

e theﬁmdsaLegal%rvzcechrpcrmmgranteerece.wasﬁ:cm
the Iegal Services Corparatim may be used as the non-Federal
= sharepursuzmt to Sectim 1327.201 to match Title ITIT fimds i
- . for legal services. In as mxh as a State Agency allotment
- for social and nutrition services may cnly be used topay = .
- & percentage of the cost of these activities (not more than
90% in FY '79 and '80 and 85% in FY '81), a nar-Federal share
is required. (Sectiom 1321.199) Whether funds received from
ftheIegalServzcesCmratlmrraybausedtoneetﬂaese )
requirements does not appear in these regulatioms. This
announcement. prcmdes cla::.flcatlm  this matter. -

IegalSe:vlc&eCcrpcratxmfmﬁs expended for allowable costs

ICY:
g . purszam: tc 45 CFR 74.523 are acc@table as non-~Federal share
EGJSSIQQ; S . The Tegal Services Cm:pcn:atm Actr, Sect.lm 1005(e) (1) m

 that except as specifically provided by statute, the Legal
S ‘ - Services Corpcoration "shall not be considered a department,
- o agency, or instrumentality of the Federal Government."  In an
; cpinin dated July 30, 1980, the General Counsel of the Iegal
Services Corporation interpreted this section, reviewed the
IR history, structureandfmancmgofthelegalSez:vmecha:pcmnf;m
oo - and stated that the lLegal Services Corpcratiocn should ke g
: - regarded as a non-Federal source ard that its grants were -
- , nm—Fede.ral gram:s for purposes of matc:hmg reqcnre:rem:s of



the Older 2mericans Act. In light of the Camptroller

- General's principle of placing "great reliance c the

' statutory mtetpretat:.ons of agencies respensible far
adm.rustemg a statute,™ the legal Services Corporation'’s
cpinion has been accepted by the Adninistration on Aging.

.
.
. -
PRI i iy
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-
L - v e
- !
.
! .
R R
i .
-
l‘ .




Lo = e Relbeiveld

Q/a/ﬂ
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Comptroller of the Currency
Administrator of National Banks

Washington, D.C. 20219

“Mr. Samuel L. Foggle

President :
United National Bank of Washlngton
3940 Minnesota Avenue, N.E. SR
Washlngton, D.C. 200158 L e T

Dear Mr. Foqgle-

This is in response to your letter of‘May 19, 1977, asking

whether the deposits of the Legal Services Corporatlon :
constitute "public nmney under 12 U.S.C. §90 (1970), and: i .
whether that corporation may require a national bank to '

~l{‘glve satlsfactory securlty for'the,funds»depoSLtedw_

. The Legal Services Corporation wa

~ Stat. 378,as a private, non-members

reate :by theiLegal
Pub. L. No. 93-355, 88

‘;!ServxceskCorporatlon Act of 1974,
nonprofit corporation

to-provide financial support for legal assistance to the

~ poor in noncriminal matters. The law provides that the
~ eleven membexrs of the Board of Directors are to be appointed ’
by the President and confirmed by the Senate, and that

- neither the members of the Board, nor the corporation's

‘q,Federal Government, except,as otherwl

officers\an&temployeeSgshall)be.deemeiﬁemployeeStoffthe"

United States. In addition, the corporation "shall not be
.considered a department, agency or instrumentality of the

e speclflcally provided.™" -

e The corporatlon is prohlblted fronr
~dividends and is considered neithe
~government owned. 31 U.S.C. §§84
~_income or assets can innure to any

,su&ng ‘stock or paying
holly nor*partzally
6. No part of its
~;ector1 officer, or

' jiemp1oyee, except as:compensationﬂf@ servxces or*expenses.v‘

. The Legal Serv1ces Corporatlon is ,e& to own property
-and equipment and to submit annual budget requests dlrectly

to Congress. The law provides,-however, that nothing within

it should be construed to prevent the Office of Management and

. Budget from reviewing and commenting on: the propose&&budget.

The funds authorized by Congress are presently paid in annual

" installments; any non-federal funds received by the corporation

- are to be accounted for and reported4as funds separate and : e
[,‘dlstlnct from the federal funds. : , o

b

.
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An annual audlt;must be conducted, and a,copy of that audlt :

should be filed with the General Accounting Office. In years

in which federal funds have been granted, the General Accounting
Office may conduct an audit itself, which shall then be made >
available by the Comptroller General to the President and Congress. -
In\all.years, copies of annual audits of each beneficiary of the
corporation's funds shall be maintained on file at the offices

of the corporation and also with the Comptroller General. In
addition, the corporatlon,shall publish an annual report to be’

filed w1th the President and Cbngress.

The prlmary authority whlch permlts natlonal banks to give
- security for deposxts is 12 U.-.C. §20. It provmdes thats

All natlonal banklng 1nst1tutlons . eiw shall be -
depositaries of public money, under such regula—v~
tions as may be prescribed by the Secretary. . . .
 The Secretary of the Treasury“shall require the
. association thus designated to give satzsfactoryP
- security by the deposit of United States bonds
~ and otherwise, for the safekeeping and prompt -%, >
'{wpayment of;the publlc/mone ‘&POSlted=Wlth themr‘f*‘”’

s i o & e o W

There isxncrpravisicn:within‘tha»statuteawhich.authorizeswnation
banks to pledge security in order to secure private deposits.
It has been held in situations such as this that the measure
of the powers.of the national banks is their statutory grant
and that powers not expressly'conferred are denied. For that
reason, national banking associations: may*not\pledge any part
of their assets as a means to secure prlvate deposits.

Texas & Pac. Ry. Co. Vv. Pottcrfg*ZSL «Se. 245 (1934)

,I

A determination of the power
the Legal Services Corporatlo :
public money. In this case, several: common indicia of>pub11c"“
money are absent. Pirst, neither the corparation nor its
~equipment and property is owne ;the1g0vernment.w Second,
under its chartering statute, the corporation is spec;fmcally o
not considered a government department,  agency or 1nstrumentallty@
Third, there is no direct govermmental control or regulatlon Qf o
~ the funds after payment to the corporatxon,, Parenthetically,

the congre551ona1 appropriations are paid by the Treasury to the

}iater&ing the deposzts of

‘ corporatiom in an annual sum rather than by advances and sl .
reimbursements for specific obligations. Its budget requests o
~ may be reviewed by the Office of Management and Budget, but that :
- office has no power to revise requests nor to control the ‘k;~m«;ai

~* manner of expenditure. The General Accounting Office may conduct

- an audit in years in which federal funds are received, but the

'1g~records need not adhere to General Accountin ;Offzcewstandardsg



For the above reasons, it is my opinion that the appropriated
funds become private money for the purposes of 12 U.S.C. 90 :
upon receipt by the Legal Serv1ces Cnrporatmon. RN

Accordingly, United National Bank cf‘washlngton, or any
~other national bank, is precluded,from pledging any part of
its assets to secure the dep051ts of the Legal Serv1ces
Corporatlon. T i

T trust this has been résponsive to your inquiry.
Very truly yours, e oy

| /4? / R | s

As | s e
John E. Shockey ey -
- Chief Counsel

k,cci Ms. Alice Daniel, Generar,c
Legal Services Corporation
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THE CDMPTFRD ~LER GENERAL

DECISION |. OF THE UNITED STATES

( e é«*—“ﬂff”l/ e

ML

W ASHINGTON, OD.C. 20548 /DL

a&

DCT23198 (7///

. GAO lacks jurisdiction to review the award of
a contract under a grant by the Legal. Services
. Corporation, since the Corporation is not an
anency or establishment of the Government sub-
dect to AMO's accounts settlement autnority.

: Tann, Brown & Company}'ntd. (Tann) objects to the
award ¢” a contract by the: East Mississippi Legal: Serv~

~ices Corporation (EMLS) to audit EMLS's fiscal year 1981

accounts. EMLS receives: substantial grant funds from

- the Legal Services Corporation pursuant to the Legal

Services Corporation Act 05“1974, 42 U.S.C. §§ 2996-29961
:lh‘:ﬁ" be '""""' aupal‘bntl i r.e_upu“b ..a.,--":"""ﬁ

Canauer fipanllal audit regnirmieani or ac ULS.2- § 25S6n
{c)yly. tann contends that 1t submitted the best -T-rns27
" under - EﬁLS's sollcltatlon fo: the aud*t services. i

g w1]l not con51der*the matter.g

Odr Office's review of comolaints by prospectlve
-=>t:. 'ors against contract awards by arantees is based
on our statutory obligation and authority under 31 uv.d.u.

§ 53 to investigate the rece*pt, disbursement, and appli-

cation of Federal funds. - See The Montana Energy and
Yun Pesearch and Development Institute, Inc., B-199604,

_Aumust 12, 1980, 80-2 CPD 1l10. A necessary regulrenmcut

to oui review is that the grantor pe a Feuerai ayeucy

~whse accounts are subject to aettlementhy our Office

‘unde- 41 Uﬁs C. SS 71 and 7¢~‘__;,

The statute creatlng the Legal Serv1ces Corporatlon
provides, however, that "Except as otherwise specifically

~provided * * *, the Corporation shall not be con51dered

a department, agency or instrumentality of the Federal
Government.™ 42 U.S.C. § 2996d(e)(l). Thus, the Legal
Services Corporation is not svbject to our accounts set—-
tlement authorlty. See B-202116, May 1, 1981, 60 Comp.
Gen. _ . Accordlngly, it would serve no useful purpose

FILE: 5;204335 ' DATE: October 21, 1981
MATTER OF: Tann, Brown & Company, Ltd. : ‘ é 5
DIGEST:
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B-204886 - -

for our Office 'to review complaints against the awards

of contracts under grants by the Legal Services Corporatlon.

The matter is dismissed. A ‘” ‘ '

Harry R, Van Cleve
Beting General Counsel

et
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=2 LEGAL SERVICES CORPORATION = owrws

e audetr?

733 sz!u'nlh Strect, N.W., Washington, D.C. 20005

e
Wriee's Ihrect: Telephone
(2023

272-4010  guly 30, 1980

_Mr. Joseph A. Dalllng
Prairie State Legal Services, Inc.
802 Rockford Trust Building
206 W. State Street ‘ : o
Rockford, Illinois 61101 RN T 2

Dear Mr. Dalllnq-
. Thls letter*responds to your Ietter of anulry“whzch was lTaw
‘rece;ved,by thls office on April 28 1980 :

_You asked,whether funds of gzantees of the Legal,Serv1ces
Corporatlcn may properly be used to: satisfy the "non-Federal -
share™ requlred.by the Older Americans. Act. 42 v.S.C. S3024(d) s
(1) (B). In our view, they may‘belch ed.. I understand that you e o
have also requested the opinion of th Commissioner on Aging on
-this question and I am hopeful that Agency on Aging will concur
with our OplnlOn in Lts final rullng‘ o ' : -

The Older Americans Act requires tha grants made pursuant s
to it for social services, lncludlng leg services, must be ' :
matched by the grantee with a non—Federal share" to be contri~-
buted by "non-Federal sources.™ 42 U.S.C. 53024(5IC1)(B), The = .
regulations of ‘the Department of Health and(Ruman Serv1ces prov1de, e

T \‘;">[A] . . matching requxrement may be ; 9 ~
' e ‘ satlsfled by either or,both of the
, followmg- .
tl i a. Allowable»costs'incu:red;by‘the Lo
i " grantee . . ., This includes allow- s i -
able costs borne by non—Federal grants g
ot ; or by other costs donations from non- gv o : B
B Federal third parties. s : '

b. The value of thlrd-party 1n-k1nd
scontributions: applicable to the per;cd
- to which the cost-sharing or matching: Dl
- requirement applies. S¢C.P R.. 74 52 ;y{?;fﬁ‘”**ff”°l
(emphasis added). . S e




== LEGAL SERVICES CORPORATION

 Mr. Joseph A. Dailing .
 July 30, 1980
: Page Two -

o , The.regulatlons further state, "a cost—sharlng or ‘matching
‘requirement may not be met by costs borne byfanother Federal
ggant " 45 C PF.R. 574 53 (emphasis added)-'

The Legal Serv1ces Corporatlon is establlshed as a prlvate, 5
non-proflt District of Columbia Corporation. 42 U.S.C. §2996e(a).
And the Legal Services Corporation ActprQVldeS that the ; -
: Corporatlon and ltS employees are.not part of the federal gcvernmentf

-
x

,i} Except/as otherwlse specx ica Iy*provzded
~in this subchapter, officers and employees
af@the Ccrporatlom,sh ; ;

o in ‘ tgls our'oplnlon that
~ ;the,carporatlcn should be regarded’as a "non-federal source" and’
the Corporation grants should be regarded as "non-Federal grants" for
~ purposes of the matchlng requirement of the Older Americans Act. "
‘This conclusion is consistent with the opinion of the Comptroller .
v,’of the Currency, to whxch*you;have~:efé:red¢thlch concludes that

:equlrement.ls cons;stent,fﬂ\77”
cifically states that

df\funds to provide legal services to olden‘xndxv1duals.f 32 uU.s. c,;"!
SBGZ?(a)ClS)-/SA‘rullng that cDrgcratzon‘ﬁunds may be~used«to

. ‘Theronly exceptxon prov;des that Corporatlon,employees shaIl e
be~con51dered to be federal employees for purposes of certain S

~ federal benefit programs. - 42 U.S.C. §2996d(b). The Corporation . ,
 is also’ subject,to the:Freedom of Infbrmatlon Act. 42 UeS.Coii

: 52996d(g) \ TR i o




5 g LEGAL SERVICES CORPORATION.

;  Mr. Joseph A. Dailing
© -July 30, 1980
- Page Three

éatisfy‘the

cece

bdh

I hope ‘this answers your questions.
you have\further'questlons, please let*meqkncw.‘

-

Commissioner on Aging

"non~Federal share"

AT

requirement will mean that many:
legal services programs, which would otherwise be ineligible,
will be able to act as grantees of funds under the Older

- Americans Act. .

If it does not, or if

_;;5;@;2:31Y?fg ‘

- General Counsel

o




I.- The LegaL'Services Cdrpbration~is not a federal,agency.

Background

The<Legal‘SErvices‘Corporation is,a‘ptivatg nonpiofit Distri¢t
‘bf,columbi&,cOrpdration\Creéte&~byfccngxess pursu;nt.fd,therLegal
Services Corporation Act, 42 U. sfcf*§2996<ét»§gg' ("LSca") . The
Corporatioﬁmwéé create "‘or the purpose of prov1dlng flnanc1al
support,for legal ass;stance in noncrlmlnal proceedlnas or matterg
‘to’persons~f1nanc1ally‘unable to:afford legal ass;stance. : 42 U‘S C.
529965(a)&~ This function had been.preVIQusly‘performedey the

*

““CSA”kp and:beforealt, by the

\CommunitY‘Servxces~Adm1nlstratzon”

/CEfiCé °f?E¢¢ndﬁi°5OP9°rt“PitY , ursuant to Section 222(a)

‘(3} of‘fhe Ebdnoﬁicfﬁpoortunify» . . o
TRs e legal services program "iu;wfrom 1956, when Lt,was e

first funced by O?O, to mld-19753 when Ltfwas transferred by CSA

to the Lecal Sezv1ces~Corporatlonr,LtwlncreaSLngly becamefsubject

to political 1nterference,and pressures. Accordlngly, when the

PreSLdent submitted the flrst ver51 n of the Legal Serv;ces

'Corporatlon Act,r he stated that th Corporatlon was necessary to

‘°1nsure the contlnuatlon*oﬁ the 1eg e'v1ces program "free and

 f1ndependent.of polztlcal pressures s Rep? N°° 93‘495' 93d chga@3
:#f,lst Sess. 4 (1973). ~ This purpose was ult1mate1y accompllshed by

remov;ng the legal services program:from:the Executlve Branch and

‘ transferrlng‘lt to an 1ndependent, ncnprcflt corporatlon. The .

kSenate Commlttee on Labor and Pubv c*Welfare 1ndlcated that, for .

'17a1I those anOlVEd, thls was the unlversally'accepted<solutlon- 
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. . Recognizing .the need to insulate the
Legal ‘Services program from outside
pressures, and-at the same time to
maintain a responsible program -
accountable both to the public and to
the client community, the Administration,
Members of Congress, and others have © )
called for, the transfer of the Legal
Services program to an independent
‘corporation. S. Rep. No.. 93-495F 93d
Cong., lst Sess. 3 (1973). .

The Commlttee also stated.

‘This Commlttee concluded after months of
con51ceratlon, and after reviewing the
legislative hlstory‘cffprev1ous corpora-
- tion bills, that in order to remain: L
effective, in order to prov1de equal rlghts
‘under: the law to all people, ‘and. im order-
to provide continued faith in our system.
, of laws, the Legal Services program should
ol i and must be placed i ndeyendenti,ﬁm,¢_h

‘ ~ corporation free from any outside inter- =
fErence, polltlcal c ‘;erwxse, an& under :

s.y

5~

'Accordingly, the LSCA declares thatlone of ltS purposes Ls

to insure that theflegal serv1ces program~be “kept‘free from the

influence of or use by it of pollt cal pressures. : 42 U S. C.

¥

§2996(5). As the Pre51dent,had;reqqested"the;Corporatlon is

:'"structured:aﬁd financed,soyth&tfi

dence. H R. Rep. No. 93—247, 93rw

’Ist‘Sess;A31(1973Ya“
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seperete and apart from the federal government. Second it is
given an independent Board of Directors with complete pollcy
control over the legal services program, And finally, 1ts
finances are handled differenﬁly from those of federaleagencies.;

1. The Cornoratlon is a Prlvate Instltutlon

In order'to maximize the program's insulation from
V’poliﬁical pressure, Congress removed it entirely fromfthe federal
 government ané transferred it to a completely’private~cerporaﬁioﬁ;
"The LSCA establlshes the Lecal Serviees Corporation as a Dlstrlct
of Columbia "private nonmembershlp nonproflt corporatlon. 42
u.s.c. §2996b(a) . The Corporatlon ls'glven-"the-powers con;efred?

upon a,nonprofit corporatlon by the Dlstrlct of Columbla Nonproflt

"Corporatlon Act." 42 U.S. C §2996e(a). The prxvate nature of

~the Corporatlon was emghasized by the*Senate CommltteexoneLabor .

 and" Pub11C'We1fare., : ' “*A ——;e e
-The Corporation shall be con51dered a
private nonprofit entity for all
statutory purposes, including those
concerning labor relations, except as
"provided elsewhere in the Act. S. Rep.
No. 93-495, 93rd Cong,,rlst Sess. 12 ' . RECIEE
(1973) . : : = e s | .
Moreover, the LSCA grants the Legal Serv1ces Corporatlon
certaln powers wh;ch are uniquely characterlstlc of\prxvate i
corporatlons in general and nonprofitﬂccrporatlons~1n;part1cular,~s”‘
For example, the LSCA prov1des that4the Carporatlon shall malntaln
in_ the Dlstrlct of Columbla a “desxgnated agent to accept.serv1ce
of process for ‘the Corporation." 42 U.S. C. 52996b(b).; The e
‘Corporatlon is also eligible "to be treated as an organlzatlon

e

descrlbed in Sectlon 170(c) (2) (B) of the Internal Revenue COde



" of 1954 and as an organization described in Section 501(c)(3) of
Internal Revenue Code of lQSA.Wﬁich is exempt fromttaxation unaef
Section 501(a) of such Code.“ 42 U.S. C..§2996b(c).' Pursuant to
fthls authorlzatlon,the Corporat;on applled for and has recelved
‘recognltlon as a tax-exempt.organrzatlon- The Corporatlon is also
ulven the power to “accept in the nameof the 'Corporation, and
employ or dlspose of in furtherance of the purposes ‘of this tltle,
any money or property, real, personal, or mixed, tanglble or intan-

gible, received by gift, devise, bequest, or'otherwise-"‘ 42 ©U.s.C.

: §2996e(a)(2)

-

An examrnatlon of'the Nonprof t Corporatlon Act of the District

"“of\Columbla further'rndrcates the:hxea&thﬁof powers glven the '

Corporatron»whlch are not.normall assocrated wrth government,agenczamw

For. example, lt haS’the power'"toésueAand be sued, complaln and

V.defend, n lts corporate name. I;C. Code §1005(b). The Co*pora*

tion also hasrthe:powerftoa“sell, theyﬁ‘mortgage; pledge, lease,

exchange, tranSfer, an& otherwiSe dispose of all or any part of its

property and assets. 29 D C; Co 11&05(e).

In addltlon to,establrshrng th Corporatron as a prlvate

‘1nst1tutlontgoverned by an 1ndepen ut‘Board, the LSCA prov;des tha

'7'the Corporatlon and its employees are‘not part,of the federal goveramen

Except as otherw;se speclflcally prov;ded
in this title, officers and employees of

R the Corporation shall not be considered .
officers and employees, and the Corporation
shall not be considered a department, agency,
or instrumentality, of the Federal . . C
Government. 42 U.S.C. 529966(e)(1).2/

o
wd

2/ That the Corporation is not part of the Federal government is
~ further indicated by Section 3(a) of the transition provisions of
the.LSCA which provides that ninety days after the Board holds 1ts i

“‘Footnote continued on next page.\7fﬁ“'
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And "the LSCA states éhat *[tlhe members ©of the goéni shall not,’by

reason of such menbershlp, be deemed officers or employees of the

United States.” 42 U.5.C. §2996c(c) . |
Congress 1ntended these prov151ons to be ‘interpreted broadly

The Senate Committee on Labor and Public Welfare emphasrzed that

nelther'the Corporatlon nor lts employees were to be cons;dered part

of the Pederal Government. S Rep.. No. 93 495, 934 Cong., lst SESs.__f”“”

24 (1973) The Conference Report added*that they are not to bef77

con51dered part of "the Federal Government for purposes of any federal

law or Executlve order." Conference Rept. 93 845, 93d Cong;, Zd Sess.

19 (1974). 3

2. .The,Corporatioanasvan;Inaependent‘Boar&'
‘of‘Directors

An equally lmoortant feature

is the transfer“of‘all policy author

to;anfindependent”Boardiof“Directdr

’42 U‘S C. §2996c(a). Once appolnted:“however, the LSCA contarns

------

pres;dentlal control over‘the Boarﬂ

has no authorlty to remove Board me”5

2/ Continued‘from previousfpage;:
: first meeting, ™the Legal Services Corporati ,
rights of the Federal Government to capltal equlpmentfln the possess;on
of legal services programs or activities assisted’ pursuant to .Section

‘222(a)(3), 230, 232, or any other~prov1szons of the Economlc Opportunlypr;
Act of'1964 " 42 U.S5.C. §2996b note,":", e .:',,* 4 S #

‘3/ The only exceptions contained in the LSCa g1ve the Corpcratlon s o

employees the benefits of federal.programs:relatlng to compensation S
for work injuries, civil service retirement, and health and life .
insurance. 42 U.S.C. §2996d(f). The Corporaticn is also subjectito*"" ‘
the Freedom of Information Act. 42 uws C. SZSgﬁd(g).ta
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‘only be removed by a vote Qf,sevenememberS‘ofethe,Board.of
Directors, and even then only "for malfeasance in office or for
- persistent neglect of or lnablllty to dlscharge dutles, or for

- offenses 1nvolv1ng moral turpltude, and for no other cause.

42 u.S.C. §2996c(e).‘ Although the,EreSLdent is empowered te

fdesxgnate the first Chalrman of the Board to ,erve for three years;
"[t]hereafte: the Board shall annually elect a,chalrman from anong .

t, its voting members. 42 D.S.C. 52996c(d).4/; Also, the Board of
Directors, and not the Preszdent.of the Untted States, ap901nts

' the pre51dent of the Corporatlonf who ln,turn may ap901nt and

ff,remove suchtemployees of the COrporatlon as he determlnes

_gfnecessary to carry out\the purpos

5/

'tgo atlon* " 42 u.s:C.

SSZQQGd(a), 2996d(b)(l).

he:LSCA and the"EFZ[i.t

'“Corpcratxo 's byalaws provzde that_” Ihe propertyy aftalrs,~and
business cf‘the Corporatzon shalI bezunder the,dlrectlon of the
Board."™ 42 u.S. C. §2996e(b)(l)(A), 45 C. F R. 1601.7. Flnally,

‘ in;an amendment;to the Economic OpportunltykAct of 1964 entltled

t]“Independence of [the] Legal Servzc’syCorporatlon,“ lt 1s prov1ded@

S S

Nothlng in this chaptez,i xcep: ubchagter
. X [the Legal Serv;cesﬁCargoratxon Act], and
no reference to thzs~ ‘ less such -

ff4/ In the case of lndependent regutatcry cmm;ss;ons, the Pres;dent
1s\empowered to designate one of the members to serve as chairman.
whSee, e.g., 47 U.s.C. SlSS(a)(Federal CommunlcatlonsxComm1551on)-‘

'5/ By comparison, heads cf federal agenc;es»serve at the will of -
* the President. For example, the head of the Community Services F

Administration, which had previous responsibility for legal services,
: 4i5~appointed~by*the~President.thh the advice and consent of the .
- Senate. 42 U.S.C. §2%41l(a). TFederal officers appointed under such

- circumstances serve at the pleasure of the Pres;dent* Mvers V.
~ United States, 272 -U.S. 52 (1926). esident. yers ¥v.
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reference refers to subchapter X of this
chapter, shall be construed to affect the
powers and activities of the Legal Services
Corporation. 42 U.S.C. §2%7le.
3. Finances |
As explained in- the attacheq‘opiniOn of the Comptroller :
of the Currency, the Corporation‘s funds:are»handled.differéntlyj,

from those of federal agenéiesw

Conclusion Coe

For‘thé;foreﬁﬁing-reaSbns, i£ is_plain thaﬁ ¢0ngress intended
to maketre§l thé»statement that the Corpc;ation'"shall.not be
considéred akdepartment,vagency,'of'inétrﬁmentality“iof the
federal géverﬁmént;“5;42fu;9;é. §2996d(ey(1ymA'

o
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DEP‘:A RTMENT OF THE TREASURY APPR% IATION WARRANT

kx ) et

Warrant No. _____'ﬁw_m___
Accountmg Datc _Mﬂt_li._lm____.

The Congress having, by the Acts hereon stated, made the appropriations hereunder specified.
the amounts thereof are directed to be established in the gencral and detailed appropriition
accounts, totaling in all § 6% _H90 G0N a0 —and for so dpmg thi
shall be the warrant. )

- -

The Secretary of the Treasury ' Comptroller General of the United States”

/s/ David L. Black RO )
By — By :
’ (Date Signed) : A (Date Countersigned)
hod - R
APPROPRIATION i o
SYMBOL TITLE - o AMGOUN]
CJOINT ELSOLUTIOT

Maling further cantiﬁningt appropristions for
the fiscol year 1982, end for other purposea.

sblfic Lo 57-62, 7th Congrezs : - Approved Pecexber 15, 1971

Payzent te the Lezal Services Gorporation, Lessl :
fervices Corporztion, Tressury, 1902 §69,820, 000

Sec Letter from the Division of Finance and
fnalysis Branch, dated Decezber 28, 1981,

TFS Foam £200 ERITION OF 1075 MAY BE USED. . DEPARTMENT OF THE TREASURY ~FISCAL SERVI
1-79 I TFRM 22000 . BUREAU OF GOVERNMENT FINANCIAL CPERATIO



MAY. 1973
6. TREASURY FRM 2000

STANDARD rnnu 1193 . -~

S

ISSUING AGENCY ‘ LETTER " | LETTER OF CREDIT NUMBER
Bureau of Govt Flnanc1al OF . 20-18-006%
Operations . , CREDIT. =
Room 324, Annex #1 * Authi TREASURY DEPARTMENT - - - e s
: ‘;.a"hinxzton, DC 20226 CIRCULAR No. 1075, Revised - AMENDMENT NUMBER __.-
lAGENCY STATION SYIZBOL (FOR AGENCY USE) : EFFECTIVE DATEEAN? AT
20-15-9701 ' : . .
‘TO:‘ The Federzl Reserve Bank, : BRANCH BARIX AT et

- Richmond

In: accordance with the authorization of the Fiscal Assistant Secretary, Treasury Department there-is hereby authosized
for the account and responsibility of the issuing agency a letter of credit:

[REFR L S e

IN FAVOR OF " 'FOR DEPOSIT ONLY TO
Legal Services Corp \
733 15th Street, N.W. : o
} Washington, ‘'DC 20005 B See Reverse
| : | : ACCOUNT
£30UNT AUTHORIZED ] EACH MONTH } PRIOR AUTHORIZATION [THxs CHANGE
. : - : : l - Increase |
. , S " EACH QUARTER : : :
=1, 215,200,000.00 | O QUARTER. $ 1,146,910,000.00569,890,000.00 |}
H E wITH0UT T”JE: LIRIT i Daocrezas :
: 3 r L
b

s letter of credit is irrevocable and the unpzid bzlance Fill

ni
r&wn  in full,

(g7} '-l

rawiowns in excess of $5 million are authorlzed

The ezmount of this letter of credit is hereby certified to be drawn against, upon
rrecentation to you of Form TUS 5401, Payment Voucher on Letter of Credit, by the
"ofTficial(s) of the recipient orgznic zation whose signature(s) appear{s) on the Standard
Form 1184, Authorized Signature Card for Payment Vouchers on letter of Credit,

-~ ke

zttached hereto or previously or subsequently ;urnched .you’ through the Treasury
Deaarsment.

The amount of each payment voucher paid by a Federal Reserve Bank or branch to
a-designated commercial bank for credit to the account of the recipient organization
shall COﬁstltute payment to the recipient organlz=tlon by the United Sta;es.

-~

I certify 1o Lhe Treasury Dcpartnent that the pzyments authorized heweln are -
corre;;,*nd proper for pzyment from the appropriations or funds legally committed '
2ilable for the purpose, when paid in accordance with the terms znd conditions

céged egbove.

&

;
Oy ‘,7 . "4 L‘:“:-“ )‘ DI AN RN B i
LA : &
DATE CIRTIFIED i , AUTHORIZED CEffi TFYING OFFICER ©
' A : . : ' Walter L. Jordan

Assistant Comptroller for Finance
TVPED NAME AND TITLE 1583-18
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MEMORANDUM OF UNDERSTANDING
BETWEEN THE LEGAL SERVICES CORPORATION

AND THE DEPARTMENT OF THE TREASURY

This agreeﬁent is based on the understdnding of the Corpo-

t

.ration and the Treasury that the Legal Services Corporation

" Act authorizes the-Corporation'to withdraw its entire appropri-

ation at the beglnnlng of the flscal year, “and that a prlnC1pal

purpose of the Congress in provxdlng that authorization’ 15’ 
to insure the 1ndependence of the Corporatlon from Executxve
Branch~contr01, See~42 U,S.C. §29961, S,R, 95~-285 (95th Cong.,
‘lst”Sess;) PP- 5?-55: S.R. 95-172 (Sﬁﬁh.gong., l1st Sess.)

p. 3; H.R. 95-310 (95th Cong., lst Sess.) p. 6.

To achieve that purpose in a manner consistent with desir-

able cash management policies, théfCorporation and the Treasury-

" agree to. thé'follcwingrarrangement for‘disgursement of such
- amounts as may be specified in Acts of Congress maklng approprl-
ations to the cOrporatlon.

‘ On'0ctober 1, 1980, and at the beglnnlng of ‘each succeed-
 ing fxscal year, or as soon thereafter in each fiscal. year
as there may be an‘Act of Congress making an appropriation

to the CO;péraﬁionr the'bepartmeﬁt of the Treasury will issue .

- %
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an irrevocable letter of credit under the £ederél reserve
system to the Corporation in the full amount appropriated

by the Congress for that fiscal year.

The appropriation to the Corporation will be shown as
fully obligated on Treasury accounts when the letter of credit

is issued.

The funds will continue to be available to the Corporation
until expendéd,‘even if not fuIly éxpeﬁded'at the end of the

fiscal year, as is authorized under 42 U.S.C. §2996i.

— The Corporation will draw down funds on an as-needed

basis. Funds will be wire-transferred to a bank in which

the Corporation maintains a checking account whenever a request

for transfer is made by the Corporation. N0~justifica£ion

or explanation will befreqﬁired~f0r\any réquest.'; S

The rules, regulations, and;reportinq'requirements govezn-
ing the usual letters of credit issued by federal agencies
-for other programs shall be inapplicable-to the letter of

credit issued to the Corporation.’

The Treasury will promptly notify the Corporation if,’
at any‘tim§} the Office of Management and Budget or any other

Executive Branch authority requests deobligationvof_Corporation
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funds, or seeks to amend the apportionment schedule maklng

the funds fully avallable at the beglnnlng of the fiscal year.

Eithee thefCorperation;or the Treasury may terminate
thiS‘agreeﬁent by giving written notice to_the other of {ts
intention to do so. Upon the giving o# such notice this agree-
ment shall be;deemed terminated. Hdwever, termination shall
have no effect on the valldlty of the then outstanding letter
of credit or the Corporatlon s abzllty to withdraw funds auth-
orized thereunder. Furtber, termxnatlon of thls dlsbursement
arrangement‘Shell‘not be construed'to affect.the~rlght of
the Cotpotationutoawithdrew‘itsientireuappropriationfat the
beginning‘ef the EisCai Yea:‘nor shall—it be presumed thet:
such right’is;premiseézon'the existeuce of this or any ethe}.

agreement between the parties.

| 7, //%2’4

Paul Taylor e ~ Dan J. Bra
Fiscal Assistant Secretary -~ President {///
poration

- U.S. Department of the Treasury - . Legal Services Co

o - DEC 121380

Date: : : : e




