_—PCHRR-<48 8%%5—»»'

102n ConarEss avtes wene
| -nouse or nnpnmmmvms | o

INTERNATIONAL COOPERATION ACT OF 1991

REPORT
OF THE

COMMITTEE ON FOREIGN AFFAIRS
U.S. HOUSE OF REPRESENTATIVES

ON

H.R. 2508

together with

MINORITY, DISSENTING, AND ADDITIONAL VIEWS |
J\—’

JUNI 4, 1991.—Committed to the Commlttee of the Whole House on the
~ State of the Union and ordered to be printed

U.8. GOVERNMENT PRINTING OFFICE
WASHINGTON @ 1981




COMMITTEE ON FOREIGN AFFAIRS
DANTE B. FASCELL, Florids, Chairman

LEE H. HAMILTON, Indiana WILLIAM 8. BROOMFIELD, Michigan
GUS YATRON, Pennsylvania BENJAMIN A. GILMAN, New York
STEPHEN J. SOLARZ, New York ROBERT J. LAGOMARSINO, California
HOWARD WOLPE, Michigan WILLIAM F. GOODLING, Pennsylvania
SAM GEJDENSON, Connecticut JIM LEACH, Iowa

MERVYN M. DYMALLY, California TOBY ROTH, Wisconsin

TOM LANTOS, California OLYMPIA J. SNOWE, Muine

ROBERT G. TORRICELLI, New Jersey HENRY J. HYDE, Illinois

HOWARD L. BERMAN, California DOUG BEREUTER, Nebraska

MEL LEVINE, California CHRISTOPHER H. SMITH, New Jersey
EDWARD F. FEIGHAN, Ohio DAN BURTON, Indiana

TED WEISS, New York JAN MEYERS, Kansas

GARY L. ACKERMAN, New York JOHN MILLER, Washington

JAIME B. FUSTER, P.erto Rico BEN BLAZ, Guam

WAYNE OWENS, Utah ELTON GALLEGLY, California
HARRY JOHNSTON, Florida AMO HOUGHTON, New York

ELIOT L. ENGEL, New York PORTER J. GOSS, Florida

ENI F.H. FALEOMAVAEGA, American ILEANA ROS-LEHTINEN, Florida

Samoa
GERRY E. STUDDS, Massachusetts
AUSTIN J. MURPHY, Pennsylvania
PETER H. KOSTMAYER, Pennsylvania
THOMAS M. FOGLIETTA, Pennsylvania
FRANK McCLOSKEY, Indiana
THOMAS C. SAWYER, Ohio
DONALD M. PAYNE, New Jersey
BILL ORTON, Utah

(Vacancy)

JouN J. Bxaov, Jr., Chief of Staff
JouN R. SINCLAIR, Minority Chief of Staff

m



Committee comment
Committee action

Section 1—Short title
Section 2—Table of contents for this Act “
Section 3—Table of contents for amended Foreign Assistance Act ... .

Section 101—Revision of economic assistance programs

CONTENTS

SECTION-BY-SECTION ANALYSIS

TITLE I—ECONOMIC ASSISTANCE

Chapter 1—Economic assistance policies:
tion 1101—Findings and declarations of policy concerning econom-
ic assistance grograms generall
Section 1102—
U.S. development cooperation policy
Chapter 2—Development Assistance:
Subchapter A—Development Assistance Authorities:
Section 12 . —Assistance for development needs...........cecervurres awsseene
Section 1202—Authorizations of appropriations............ccceervsensrense .-
Section 1203—Funding for health, child survival, AIDS, and Vi-
tamin A deficiency activities
Section 1204—Assistance for population planning..........eseserseens
Section 1205—Funding for the IIJJnited Nations Population Fund...
Section 1206--Nongovernmental organization family planning
assistance activities
Subchapter B—Special Focus Programs and Activities:
Section 1221—Assistance for human rights and democratic initia-
tives
Section 1222—Development education
Section 1223—Strengthening the capacity of nongovernmental
organizations, including research and educational institutions..
Section 1224—Microenterprise development
Section 1225—Private voluntary organization activities .............
Subchapter C—Other authorities and requirements:
Section 1241—Impact of development assistance on environment
and natural resources
Section 1242—Cost sharin,g...
Section 1243—Assistance limited to economic programs................
Chapter 3—Economic Support Assistance:
Section 1301—Assistance under special economic, political and securi-
ty conditions
Section 1302—Authorizations of appropriations
Section 1303—Purchase of U.S. goods and 8ervices...........oermscsessssene .
Chapter 4—Voluntary Contributions to International Organizations and

Programs:
Section 1401—Authority to provide assistance
Section 1402—Authorizations of agpropriations
Section 1403—Condition on contributions to the International Atomic

Energy Agenc
Section 1404—\6ithholding of U.S. proportionate share for certain

programs of internutional organizations

1INy

asic objectives ofy economic assistance programs and -

- Yo

19
19

19

19
20
a2
82
838
33

86
36
88

89
40

40
42
18
44
44



v

Section 101—Revision of economic assistance rrograms—Continued
Chapter 4—Volur;§aryed00ntributions to International Organizations and
ntinu
Section 1406—Restriction on contributions to United States Relief
and Works Agency
Section 1406—Reports on international organizations. ...
Section 1407—Auditing of accounts of international organizations.......
Section 1408—Integration of women
Chapter 5—Guarantee Programs:
Section 1601—Housing and urban development guarantee program ...,
Section 1502—Private sector guarantee program
Chapter 6—International Disaster Assistance:
tion 1601—Statement of policies
Section 1602—Authority to provide assistance
Section 1603—Authorizations of appropriations
Section 1604—Borrowing authority
Chapter T—Other Economic Assistance Programs:
ubchapter A—American Schools and Hospitals:
Section 1701—Authority to provide assistance ...
Section 1702—Authorization of appropriations ............. aressersnssesnsnsense
Subchapter B—Debt for Development:
Section 1721—Debt exchange
Cha%t:cr 8—Reimbursable Programs:
tion 1801—Authority to conduct reimbursable programs ...
Section 1802—Use of payments
Chaper 9—Administration of Economic Assistance Programs:
Subchapter A—Operating Expenses:
Section 1901 —Authorizations of appropriations for operating ex-
penses generally
Section 1902—Authorizations of appropriations for operating ex-
penses of the Inspector General
Section 1903—Additional funds for operating eXpenses....oees
Subchapter B—Evaluation:
Section 1921—Evaluation and accountability
Subchapter C—Cooperation with nongovernmental sector;
Section 1941 nter for University Cooperation in Development
Section 1942—Center for Voluntary Cooperation in Development.
Section 1943—Advisory Committee on Voluntary Cooperation in
Development

TITLE II—MILITARY ASSISTANCE, RELATED ASSISTANCE, AND MILITARY SALES PROGRAMS

Chapter 1—Consolidation and Revision of Assistance Authorities:
ion 201—Revision of assistance programs
Chapter 1—Policies regarding military assistance:

ion 2101—Findings and statements of policies regarding mili-
tary assistance
Section 2102—Objectives of military assistance
Chapter 2—Foreign military fianncin, program:
ion 2201—Authority to furnish assistance ... susasassansasese
Section 2202—Terms of financing assistance
Section 2203—Eligibilitfr
Section 2204—Approval of third country transfers................. srersereres
Section 2205—Improved accountability with respect to financed
commercial arms sales
Section 2206—Considerations in furnishing assistance.............
Section 2207—Authorizations of appropriations............cee..
Chapter 3—Transfers of Excess Defense Articles:
Section 2301—Modernization of defense capabilities of military
assistance recipients
Section 2302—Modernization of counternarcotics capabilities of
major illict drug producing or drug-transit countries......co..uee
Section 2303—Natural resources and wildlife management ............
Section 2304—Annual ceiling on transfers of excess defense arti-

cles
Secltion 2305—Annual reports on transfers of excess defense arti-
cles




\4

Chapter 1—Consolidation and Revision of Assistance Authorities—Continued
%ection 201—Revision of assistance programs—Continued
Chapter 4—Overseas Management of Assistance and Sales Programs:
tion 2401—Authorized functions
Section 2402—Limit on size of groups
Section 2403—Costs
Section 2404—Role of Chief of Mission
Chapter 5—International Military Education and Training:
Section 2501—General authority
Section 2502—Terms of assistance
Section 2503—Exchange training ..
Section 2504—Training in maritime skills
Section 2505—Authorizations of appropriations.................. S
Chapter 6—Peacekeeping Operations:
Section 2601—General authority
Sev.ion 2602—Special transfer and drawdown authorities.........
Section 2603—Administrative authorities
Section 2604—Authorizations of ?pro riations......eereensens
Chapter 7—Stockpiling of Defense Articles for Foreign Countries:
Section 2701—Restrictions on stockpiling
Section 2702—Location of stockpiles
Section 2703—Additions to war reserve stCkS.............o. R
"Chapter 8—International Terrorism:
Section 2801—Coordination of all U.S. terrorism-related assist-
ance to foreign countries
Section 2802—ansidemtion in providing assistance............. vossrans
Section 2803—Antiterrorism assistance
Section 2804--Authorities and limitations
Section 2805—Reports to Congress
Section 2806—Administrative authorities
Section 2807—Authorizations of appropriations. ...
Section 2808—Prohibition on assistance to countries supporting
international terrorism
Chapter 9—Other Provisions:
Subchapter A—Special drawdown authorities:
Section 2901—Special drawdown aUthOFities ...........cccesesreess
Subchapter B—Exercise and coordination of functions:
Section 2921—Responsibilities of the Secretary of State.........
Section 2922—Responsibilities of the Secretary of Defense......
Section 2923—Security assistance coordination ..............
Subchapter C—Miscellaneous:
Section 2941—Personnel limited to nocombatant duties...........
Section 202—Conforming amendments
Section 208—Transition rule concerning disposition of certain previously
provided military equipment
Chapter 2—Foreign Military Sales Program:
Section 221—Arms transfer policy
Section 222—Improved accounting for military sales
Section 223—Designation of major non-NATO allies
Section 224—Certification thresholds
Section 225—Standardizing congressional review procedures for arms
transfers
Section 226—Foreign availability
Section 227—Economic impact on United States of arms saies ... sensssasen
Section 228—Coproduction agreements
Section 229—Enforcement of arms export licensin requirements............... .
Se]cttipn 230—Biennial review of the International Traffic in Arms Regu-
ations
Section 231—Fair pricing
Sectiorl;oﬁ.'§2—Contract administrative service charges for NATO subsidi-
a ies
Sec.trl}t')n 23l—Amendments to eliminate obsolete and inconsistent provi-
sions.......
Section 234—Technical corrections
Chapter 3—Other Provisions:
Section 241—Depleted uranium shells
Section 242—Arms transfers restraint policy for the Middle East and
Persian Gulf region




vI " he
TITLE II—TRADE AND DEVELOPMENT PRIVATE INVESTMENT AGENCY AND OVERSEAS
CORPORATION

Section 301—Consolidation and revision of authorities 101
Chepter 1—Trade and Development Agency:

tion 8101——Purgose
Section 3102—Authority to provide assistance 102
Section 3103—Director and personnel 102
Section 3104—Annual re[?ort 102
Section 3105—Advisory Board .. 102
Section 3106—Inspector General 102
Section 3107—Funding 103
Chapter 2—Overseas Private Investment Corporation:
Section 3201—Purpose and policy 103
Section 3202—Stock of the corporation; organization and manage- 108
ment
Section 3203—Investment insurance, guarantees, financing, and
other grograms 104
Section 3204—Enhancing private political risk insurance industry....... 104
Section 3205—Guidelines and requirements for OPIC support.......ccoo.... 105
Section 3206—Issuing authority, direct investment fund, equity fund,
and reserves 106
Section 3207—Income and revenues 106
Section 3208—General provisions relating to insurance, guaranty,
and financing program 106
Section 3209—General provisions and powers 107
Section 3210—Annual repert; maintenance of information........meesses 108
Section 3211—Definitions 108
“IILE IV—~INTERNATIONAL NARCOTICS CONTROL
Section 401—Consolidation and revision of authorities and requirements .......... 118
Chapter 1—General Policies:
Section 4101—Statements of polic 113
Section 4102—Coordination of all U.S. antinarcotics assistance to
foreign countries 118
Chapter 2—Narcotics Control Assistance:
Section 4201—Authority to conclude agreements and .provide assist- 14
ance
Section 4202—Authorizations of appropriations 114
Section 4203—Contributions by recipient country 1156
Section 4204—Use of herbicides for aerial eradication ... 115
Se::_tion 4205—Prohibition on procurement of weapons and ammuni- 115
10N
Section 4206—Permissible uses of aircraft and other equipment........... 116
Section 1207—Retention of title to aircraft 117
Section 4208—Prohibition on use of navcotics control assistance to
acquire rea) property 118
Chapter 3—Foreign Assistance Generally and Narcotics Control:
Section 4301—Prohibition on use of foreign assistance for reimburse-
ments for drug crop eradications 118
Section 4302—Prohibition on assistance to drug traffickers.......c...oeeevune 118
Section 4303—Transfer of funds when countries which fail 119

adequate steps to halt illicit drug productio or trafficking
Section 4304—Waiver of restrictions on narcotics-related economic
assistance 119
Chapter 4—Reports and Annual Certification Process:
Section 44 l—Reﬁrting requirements for fiscal years 1992 and 1993.. 120
Sectioi-x 4401A—Roporting requirements applicable after September

30, . 124
Section 4402—Annual certification procedures for fiscal years 1992
and 1993 125
Section 4402A—Annual certification procedures applicable after Sep-
tember 30, 1993 128
Section 4408—Determining major drug-transit and major illicit drug
iscal years 1992 and 1993............ceecevevearnrrorcnss 131

producin% countries for .
Section 4403A—Determining major drug-transit and major illicit
drug producing countries after September 30, 1993.........coccoerresreneseseenes 132



vil

Seccgio?_ 4(21—Consolidation and revision of authorities and requirements—

ntinu
Chapter 5—Miscellaneous provisions:

on 4501—Participation in foreign police BCLIONE ........wseeesmerssesseereseses

Section 402—Exemgtion of narcotics-related military assistance for fiscal

years 1992 and 1398 from prohibition on assistance for law enforcement
agencies

Section 403—Export-Import Bank financing of antinarcotics-related sales of

defense articles or services

TITLE V—SPECIAL ASSISTANCE INITIATIVES AND OTHER REGION OR
COUNTRY SPECIFIC PROVISIONS '

Section 501--Special initiatives and provisions .
Chapter 1—Long-term Development Assistance for Sub-Saharan Africa:
tion 5101—Development Fund for Africa
Section 5102—Support for SADCC projects
Section 5103—Authorizations of appropriations for the Development
" Fund for Africa .
Chapter 2—Multilateral Assistance Initiative for the Philippines:
Section 5201—Findings and statement of policy
Section 5202—Assistance
Section 5203—Report to Congress
Section 5204—Authorizations of appropriations
Section 5205—Appropriations in future years
Section 5206—Donor coordination
Section 5207—Administrative authorities
Chapter 3—Caribbean Regional Development:
Section 5301—Short title
Section 5302—U.S. policies
Section 5303—Priority areas for assistance
Section 5304—Protection of worker rights
Section 5305—Protection of public health
Section 5306—Support for women's role in development.........ocesen:
Section 5307—Consultation
Section 5308—Definition of Caribbean
Cha%t:cr 4—Enterprise for the Americas Initiative:
tion 5401—Establishment of Enterprise for the Americans Facili-
t.

y
Section 5402—Purpose of Initiative and the Facility
Section 5403—Eli§1bility for benefits under the Facility
Section 5404—Reduction of certain debt
Section 5405—Repayment of principal
Section 5406—Interest on new obligations
Section 5407—Establishment of, deposits into, and disbursements
from Environmental Funds

Section 5408—Environmental Framework Agreements.................. .
Section 5409—Environment for the Americas Board.........
Section 5410—Encoureging multilateral debt donations...............
Section 5411—Annual r?ort to and consultation with Congress...........
Chapter 5—0ther Region and Country Specific Provisions:
Section 5501—U.S. policy regurdinf; the Eastern Mediterranean......... -
Section 5502—Strengthening civilian control over the military in
Latin America and the Caribbean
Section 6503—South Africa
Section 5504—Assistance for Pakistan
Section 5505— Assistance for Cuba
Section 502—Conforming amendments relating to environment.................

183

138
134

TITLE VI—BPECIAL AUTHORITIES, RESTRICTIONS, REPORTS, GENERAL PROVISIONS, AND

TECHNICAL AND CONFORMING AMENDMENTS

Chapter 1—Special Authorities, Restrictions and Reports:
Section 601—Consolidation and revision of authorities and requirements...
Chapter 1—Special Authorities:
Section 6101—Authority to transfer between accounts.............eesme
Section 6102—Special waiver authority

162

162
153



VIII

Page
Chapter l—Sggcial Authorities, Restrictions and Reports—Continued
ion 601—Consolidation and revision of authorities and require-
ments—Continued o
Chapter 1—Special Authorities—Continued
ion 6108—Nonmilitary assistance for unanticipated contin.
gencies 154
Section 6104—Democracy contingency fund 1564
Section 6105—Termination expenses 166
Section 6106—Exemption of assistance through nongovernmental
organizations from restrictions 166

Section 6107—Exemption of training activities from prohibitions. 156
Section 6108—Exemption for prohibitions for assistance to ad-

dress certain special needs 166
Section 6109—Activities under certain other laws not affected...... 156
Chapter 2—Restrictions on Assistance:

tion 6201—Ineligible countries and projects............coweevesssscorcens 167
Section 6202—Assistance for law enforcement agencies................... 168
Section 6203—Intelligence activities 158
Section 6204—Countries in arrears on assistance repayments........ 168
Section 6205—Family planning activities 169
Section 6206—Nuclear non-proliferation 159

Chapter 3—Reports and Notifications to Congress:
Section 6301—Congressional presentation documents for econom-

ic assistance 159
Section 6302—Human rights policy and reports ...........cnneceusirones wee 160
Section 6303—Annual allocation report 162
Section 6304—Notification of program changes .........commenmisinnins 162
Section 6305—Quarterly reports on obligations for development
assistance and economic support assistance 162
Section 6306—Furnishing information requested by the Congress
or the GAO 162
Section 6307—Information requested by CONEIess......coomveessssssens 162
Section 6308—Presidential findings and determinations.................. 163
) Section 6309~ Reports regarding recipient expenditures for mili-
’ tary purposes 163
Chapter 2—Administrative and General Provisions:
tion 621—Consolidation and revision of provisions 163
Chapter 1—Exercise and Coordination of Functions:
Section 7101—Delegations by the President 163
Section 7102—Designation of administering agency for title I........ 163
Section 7103—Authority to establish missions abroad.................... 163
Section 7104—Coordination of U.S. policies and programs affect-
ing development 164

Chapter 2—Administrative Authorities:
Section 7201—Allocation of funds and reimbursements among

agencies 164
Section 7202—General authorities 164
Section 7203—Authorized administrative uses of funds ............... v 164

Chapter 3—Special Requirements and Authorities Relating to Appr
priations and Local Currencies:
Subchapter A—Provisions Relating to Appropriations:
Section 7301—Requirement for specific authorization of ap-

propriations 1656
Section 7302—Authority for extended period of availability
of appropriations 166
Section 7303—Reduction of earmarks 1656
Subchapter B—Local Currencies: 165
Section 7321—Special accounts for and use of host-country
owned local currency 165
Section 7322—Use of certain foreign currencies owned by the
United States 165
Section 7323—Interest on foreign currency proceeds ........ - 166
Section 7324—Use of local currencies 166
Section 7325—Interest on local currency accruing to nongov-
ernmental organizations 166
Chapter 4—Procurement and Disposition of Commodities and De-
fense Articles:

Section 7401—Use of private enterprise 166




IX

Chapter 2—Administrative and General Provisions—Continued

ion 621—Consolidation and revision of provisions—Continued

Chapter 4—Procurement and Disposition of Commodities and De-
fense Articles—Continued
Section 7402—Procurement standards and procedures.......iisis
Section 7408—Shipping on United States vessels............
Section 7404—Excess and other available property......ccouuuu .
Section 7405—Retention and use of certain items and funds........
Section 7406—Laws relating to contracts and government ex-
penditures
Section 7407—Transportation charges incurred by the Red Cross
or private voluntary organizations
Chapter b—Personnel:

Section 7501—Statutory officers in economic assistance agency.....
Section 7602—Employment of personnel
Section 7503—Experts, consultants, and retired officers...........ce.es
Section 7504—Detail of pemonnel to foreign governments and
international organizations
Section 7605—Chief of economic assistance mission abroad ..........
Section 7506—Chairman of OECD Development Assistance Com-
mittee
Section 7507—Assignment of DOD personnel to civil offices......... "
Section 7508—Discrimination against United States personnel
providing assistance
Chapter 6—Miscellaneous Provisions:
Section 7601 —Definitions
Chapter 3—Technical and Cenforming Provisions:
Section 641—Savings provisions
Section 642—Retention of certain provisions formerly in the Foreign
Assistance Act
Secltlnon 643—Renaming of Trade and Development Program; conforming
changes
Section 644—Conforming amendments.
Section 645—Repeal of obsolete provisions

TITLE VII—LATIN AMERICA AND THE CARIBBEAN

Chapter 1—EIl Salvador:

Chapter 2—Other Provisions Pertaining to Central America:
Section 721—Providing Central American recovery and development.........
Section 722—Military aircraft transfers
Section 723—Assistance for Guatemala
Section 724-—Assistance for Nicaragua
Section 726—Assistance for refugees and dxsrlaced persons.........
Section 726—Assistance for democratic legislatures

Chapter 3—The Caribbean:
Section 741—Assistance for Haiti
Section 742—Haitian sugar cane harvesters in the Dominican Republic.....
Section 743—Assistance for Guyana
Section 744—Democracy in Suriname

Chapter 4—Andean Initiative:
Section 761—Economic assistance and administration of justice programs

for Andean countries

Sectxon 762—Military and law enforcement assistance for Andean coun-

Setctxon 763—General provisions relating to assistance for Andean coun-
ries
Chapter 5—Other Provisions Pertaining to the Region:
Section 781—Assistance for law enforcement
Section 782—Inter-American Foundation
Section 783—Militar{ assistance and sales to Chile
Section 784—Central American Journalism Program and the Reglonal
Administration of Justice Program

TITLE VIII—EUROPE AND THE MIDDLE EAST

Chapter 1—Middle East:
Section 801—Assistance for Israel

- 186

186

187



Chapter 1-—Middle East—Continued

on 802—Assistance for t
Section 803—Promoting pluralism and democracy
Section 804—West Bank and Gaza p m...... .
Section 805—Middle East scientific and techs;. ‘ngical cooperative projects

ion 806—Cooperative development projects
Section 807—Israeli-Palestinian people-to-people activitie.........eemersecrssones
Section 808—Policy toward and assistance for Lebanon.........
Section 809—Restrictions and reports with regard to Syri
Section 810—Captured Iraqi equipment
Section 811—Iraqi compensatic for damages to other countries.................
Section 812—Peace and stability in the Middle East
Section 813—Cumulative impact of conventional arms transfers to the

Middle East
Section 814—Restrictions on negotiations with the Palestine Liberation
Organization
Section 816—United Nations General Assembly Resolution 3379..................
Sectig; f:l?—-lsraeli preemptive strike against the Iragi nuclear reactor
at Osi
Section 817—Democratic reform and human rights in Kuwait.........ccccenrenen.

Chapter 2—Eastern Mediterranean:

ion 821—Assistance for Cyprus
Section 822 Assistance for Greece
Section 823—Admission for Turkey
Section 824—Admission of Turkey into the European Community and the
Western European Union
Section 825—United Nations Secretary General's peace initiatives regard-
in, rus
Chapter Eys‘fx port for East Eurogean Democracy:
Section 841—Amendments to SEED Act of 1989
Section 842—U.S. %olicy regarding Eastern Europe
Section 843—East European countries eligible for SEED benefits.................
Section 844—Structural adjustment
Section 845-—Private sector development
Section 846—Trade and investment
Section 847—Educational, cultural, and scientific actiVities..........................
Section 848-—Other assistance programs
Section 849—Additional SEED Program activities
Section 850—Funding of SEED Program
Section 851—Conforming amendments to list of SEED actions........veceseienes

Chapter 4—Other Provisions Relating to Europe:

Section 861—Contributions to the Anglo-Irish International Fund...............
Section 862—Technical assistance for Baltic states and for democratic

governments and nongovernmental organizations in the Soviet Union....
Section 863—Assistance for the Republic of Armenia
Section 864—Soviet-Enst European research and training program.............
Section 865—U.S. policy towards Yugoslavia
Section 866—Situation in Kosovo province of YUgoslavia ............veuermmsereses
Section 867—Policy statements regarding the importation of sporting and

hunting rifles and shotguns from certain East uropean countries..........
Section 868—Soviet aid to Cuba

TITLE IX-——ABIA AND THE PACIFIC

Chapter 1—East Asia and the Pacific:

Section 901—Burma
Section 902—-Cambodia
Section 903—Prohibition on military assistance to Fiji
Section 904—Malaysia
Section 905—South Pacific regional program
Section 906—Taiwan’s contributions to Operations Desert Shield and
Dessrt Storm
Section 907—Cooperation on POW/MIA issue
Section 908—Admission of Asian countries into the OECD .....ooveervvnrenrseesenns
Section 909—Assistance to displaced Burmese in Thailand and Burma.......
Section 910—Arms transfers y, the People’s Republic of China to Iran,
Iraq, Libya, Pakistan, and Syria




X1

Chapter 2—Sout}h: Asia:
on 921— Assistance for Afghanistan
Section 922—Mines in Afghanistan
Sextgoln 923- .United States-Soviet dialogue on a political settlement in
ghanistan
Section 924—United States support for democracy and development in
Bangladesh
Section 9256—Nepal
Section 926—Promotion of human rights in Sri Lanka
Chapter 3—Industrial Cooperation Projects in China and Tibet:
gection 941—Statement of principles
Section 942—Registration requirements
Section 943—Reporting requirements
Section 944—Export marketing support
Section 945—Definitions

TITLE X—AFRICA

Chapter 1—Authorizaticns of Assistance for Africa:
Section 1001—A~rican Development Foundation

Section 1002—Support for the Southern Africa Development Coordination’

Conference
Section 1003—Economic support assistance for sub-Saharan Africa.
Section 1004—Support for democratization in sub-Saharan Africa...
Section 1005—African Center for Conflict Resolution

Chapter 2—Provisions Relating to Specific Countries:
Section 1021—Angola
Section 1022—Burundi
Section 1023—Ethiopia
Section 1024—Kenya
Section 1025—Liberia
Section 1026—Malawi
Section 1027—Mozambique
Section 1028—Somalia
Section 1029—-South Africa
Section 1030—Sudan
Section 1031—Zaire

Chapter 3—U.S. Commission on Southern Africa:
Section 1041—Short title
Section 1042—Findings
Section 1043—Establishment
Section 1044—Purpose of Commission
Section 1045—Membership; chairperson
Section 1046—President and stafl of Commission
Section 1047—Powers of Commission
Section 1048—Requirements
Section 1049—Report
Section 1050—Funding

Chapter 4—Other Provisions:

Sext}qn 1061—U.S. trade restrictions on products from sub-Saharan
rica
Section 1062—Recognition of sub-Saharan African support during the

Persian Gulf conflict

Section 1063—Conditions on furnishini;rh;iET for sub-Saharan Africa........

Section 1064—International Fund for icultural Development
Section 1065—Exemptions from restrictions on assistance.......ooseesessess
Section 1066—United Nations Educational and Training Program for
Southern Africa
Section 1067—Preemption of State and local sanction measures against
Namibia

TITLE XI—OTHER PROVISIONS

Section 1101—Effective date
Section 1102—Definition relating to prior yes. military assistance.............
Section 1103—Peace Corps
Section 1104—Environmental securignand foreign PoliCy...ceurucersnensarsrensasasens
Section 1105—U.S, support for UNC




XII

Chapter 4—Other Provisions—Continued
on 1106—United Nations convention on the right to food..........
on 1107—Reforming the United Nations response to international

s
Section 1108—Authority to forgive repayment of an Alliance for Progress

Required reports section:
Cost eeurgate
Inflationary impact statement
Statements required by clause 2(1X3) of House rule XI:

(a) Oversight findings and recommendations

(b) Budget, credit, and spending authority

(c) Committee on Government Operations SUMMALY ...

(d) Congressional Budget Office cost estimate

Minority views of Hon, William S, Broomfield, Hon. Rober;, J. Lagomarsino,
Hon. William Goodling, Hon. Jim Leach, Hon. Toby Roth, Hon. Hen dJ.
Hyde, Hon. Dan Burton, Hon. John Miller, Hon. Ben Blaz, Hon. Elton
Gall‘legly, Hon. Amo Houghton, Hon. Porter J. Goss, and Hon. Yleana Ros-

tinen

Dissenting views of Hon. Robert J. Lagomarsino, Hon. Henry J. Hyde, Hon.
Christopher H. Smith, Hon. Dan Burton, Hon. Elton Gallegly, Hon. Porter
Goss, and Hon. Ileana Ros-Lehtinen
Dissenting views of Hon. Lee H. Hamilton, Hon. Robert J. Lagomarsino, Hon.
Jim Leach, Hon. Toby Roth, Hon. Henry Hyde, Hon, Doug Bereuter, Hon.
Dan Burton, Hon. Jan Meirers, Hon. Ben Blaz, and Hon. Amo Houghton.......

Additional views of Hon, William S, Broomfield

Dissenting views of Hon. Henry J. Hyde

286

238

240
246



102» Conaress ] HOUSE OF REPRESENTATIVES [ RSORT

INTERNATIONAL COOPERATION ACT OF 1991

JuNE 4, 1991.—Committed to the Committee of the Whole House on the State of the
Union and ordered to be printed

‘Mr. FasciLL, from the Committee on Foreign Affairs,
submitted the following ‘

REPORT
together with

MINORITY, DISSENTING, AND
ADDITIONAL VIEWS

[To accompany H.R. 2508])

[Including cost estimate of the Congressional Budget Office)

The Committee on Foreign Affairs, to whom was referred the bill
(H.R. 2508) to amend the Foreign Assistance Act of 1961 to rewrite
the authorities of that Act in order to establish more effective as-
sistance programs and eliminate obsolete and inconsistent provi-
sions, to amend the Arms Export Control Act and to redesignate
that Act as the Defense Trade and Export Control Act, to authorize
appropriations for foreign assistance programs for fiscal years 1992
and 1993, and for other purposes, having considered the same,
report favorably thereon without amendment and recommend that
the bill do pass.

CoMMITTEE COMMENT
TASK FORCE ON FOREIGN ASSISTANCE

The worldwide authorities of H.R. 2508, titles I through VI, are
based on the first six titles of H.R. 2655, legislation which was re-
ported by the committee on June 15, 1989, and passed the House,
as amended, on June 29, 1991, by a vote of 314-101.

H.R. 2508, and its predecessor H.R. 2655, represent the first at-
tempt to revise the Foreign Assistance Act and related foreign as-
sistance legislation completely since the basic act was written in

0))



2

1961. The worldwide authorities of this bill were developed from
recommendations of a year-long study of the U.S. foreign assistance
program.

In January, 1988 the Committee on Foreign Affairs be'ghan a bi-
Eartisan review of the U.S. foreign assistance program. The Task

orce on Foreign Assistance was organized at the request of Chair-
man Dante B. Fascell and Ranking Minority Member William S,
Broomfield. The Honorable Lee Hamilton and the Honorable Ben-
jarain Gilman served as cochairmen of the Task Force, and partici-
pation on the Task Force was open to all members of the commit-

The establishment of the Task Force was a response to the confu-
sion and misunderstanding surrounding the priorities and objec-
tives of foreign aid. Many observers shared a growing sense of frus-
tration that the current foreign assistance program was unfocused
and had failed to achieve its intended purposes. Nearly 30 years
after the enactment of the Foreign Assistance Act of 1961 and after
years of accumulation of legislative additions, the foreign aid pro-
gram was perceived to be fragmented, uncoordinated, and ineffec-
tive in advancing national objectives. Principal concerns about the
program included: poor coordination; inadequate financial, pro-
gram, and policy accountability; an excessive number of goals and
priorities, some of which were conflicting; and decreased program
relevancy in a rapidly changing and increasingly inierdependent
world. Further, the fact that U.S. foreign assistance has become an
increasingly limited resource reinforced the belief that ways should
be found to apply it more efficiently and effectively.

The work of the Task Force represents the first major review of
U.S. foreign assistance since 1973, when the “New Directions legis-
lation (orienting development aid towards basic human needs) was
enacted. The Task Force engaged in an extensive review of U.S. bi-
laterial development assistance, economic support fund, and mili-
tary assistance programs, including consultations with a wide
range of executive branch officials, non-governmental experts, pri-
vate citizens, and foreign assistance organizations. The Congres-
sional Research Service (CRS) and the General Accounting Office
(GAO) also contributed substantial expertise and insight to the
review. During the course of its year-long review, the Task Force
received, reviewed, and requested a number of major reports and
studies on foreign assistance. In addition, more than 50 written
communications were received from individuals and organizations
responding to a Task Force letter inviting comments on major as-
pects of the foreign program. Much of this material is contained in
the publication ‘“Background Materials on Foriegn Assistance:
Report of the Task Force on Foreign Assistance to the Committee
on Foreign Affairs” Committee Print, 101st Congress, lst Session,
February, 1989). Additional material is contained in the volume
“Foreign Assistance Policy Studies: A Review of Major Reports and
Recommendations,” prepared for the committee by the Foreign Af-
fairs and national Defense Division, Congressional Research Serv-
ice, Library of Congress (Committee Print, 100th Congress, 2nd Ses-
sion, August, 1988).

On February 1, 1989, the Task Force presented its report (House
Document 101-32) to the committee, recommending that the For-
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eign Assistance Act of 1961 be rewritten. The Task Force report
concluded that foreign assistance is.vital in the promotion of U.S.
foreign policy and domestic interests, but that the program has
been hamstrung by conflicting objectives, legislative conditions,
earmarks, and bureaucratic red tape.

The following is a summary of recommendations made by the
Task Force:

ECONOMIC ASSISTANCE

Enactment of a new International Cooperation Act to replace the
existing Foreign Assistance Act and sundry amendments;’

Creation of a restructured foreign aid implementing agency to re-
place AlD;

Identification of four principal objectives (economic growth, envi-
ronmental sustainability, poverty alleviation, and democratic and
economic pluralism); :

Provision of greater flexibility in the implementation of assist-
ance programs;

Provision of more effective accountability focused on results
rather than on an allocations alone;

Improved coordination with other U.S. international economic
policies, with other donors, and within country programs.

SECURITY ASSISTANCE

Separation of the grant and concessional assistance from cash
sales authorities; ‘

Creation of a new defense trade and export act to replace the
Arms Export Control Act;

Establishment of one military assistance account;

Provision of more effective accountability, focused on results;

Phasing out over a 5-year period of military assistance as a quid
pro quo for base access rights.

CONGRESSIONAL INITIATIVES

In addition to eliminating out-dated provisions and unnecessary
reporting requirements, reducing and consolidating various restric-
tions and prohibitions, updating and consolidating the numerous
operating authorities, and rationalizing the numerous policy guide-
lines, objectives, and priorities of the Foreign Assistance Act and
the Arms Export Control Act, HR. 2508 implements some two-
thirds of the recommendations of the Task Force. Major initiatives
included in the legislation are:

Rewrite of the Foreign Assistance Act;

Establishment of four basic objectives for economic assist-
ance including sustainable economic growth, sustainable re-
source management, poverty alleviation, and democracy;

Provision of greater flexibility in pursuing those objectives;

Encouragement of cooperative development relations with
advanced developing countries;

Consolidation of military assistance into one funding source;

Creation of a new Defense Trade and Export Control Act;

Clarification of the goals of military assistance;
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Requirement for greater accountability of the use of both
economic and military assistance; and

Establishment of an unearmarked regional contingency fund
for small military assistance programs

Other significant initiatives in the bill include:

Authorizing exchanges of debt for deveiopment;

Establishing a Center for Voluntary Cooperation in Develop-
ment and a Center for University Cooperation in Development;

Creating separate funding and authorities for development
assistance for Africa;

Creating separate priorities for economic assistance for the
Caribbean;

Establishing a Democracy Contingency Fund to provide as-
sisrtl?nce to countries emerging into democracy and from civil
strife;

Authorizing U.S. participation in the Multilateral Assigtance
Initiative for the Philippines;

Placing certain restrictions and conditions on U.S. assistance
for Guatemala; .

Placing certain conditions regarding human rights on U.S.
assistance for several countries in Africa; and

Authorizing continued funding for economic and military as-
sistance for Israel and Egypt.

MILITARY ASSISTANCE RESOURCES AND BASE RIGHTS COUNTRIES

In its 1989 consideration of H.R. 2655, the committee ave seri-
ous consideration to, but decided not to adopt an amendment of-
fered by Representative Hamilton, the chairman of the committee’s
Task Force on Foreign Assistance, that would have eliminated,
after 1993, military assistance funding directly linked to base
rights agreements with Portugal, Greece, Turkey, and the Philip-
pines.

It is important that the executive branch begin to work with the
Congress to move toward a responsible and effective approach to
the problem of maintaining the base rights agreements necessary
to advance U.S. national security objectives. The ever tighter link-
age between military assistance and base rights access is destruc-
tive and cannot be politically or fiscally maintained. A bipartisan
effort by the Congress and the executive branch is required to de-
velop alternatives to the current approach to negotiating base
rights access agreements linked to the provision of military and
economic assistance.

POST-COLD WAR FOREIGN ASSISTANCE PROGRAM

In recent years, the committee has sought to address the need for
revised U.S. foreign assistance policies and programs to reflect
changing international political and economic realities,

The February 1989 report of the Task Force on Foreign Assist-
ance reviewed U.S. foreign assistance and recommended a rewrite
of the Foreign Assistance Act. The report noted that, with the less-
ening of tensions between the superpowers, “‘economic issues in-
creasingly dominate the international agenda,” making more im-
portant the need for effective programs of economic development
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assistance and for greater attention to matters such as trade, debt,
investment, and economic adjustment.

In the 1989 report accompanying H.R. 2655, the committee re-
quested that the executive branch review “the extent to which the
objectives and make-up of future U.S. foreign assistance might be
recast in the light of the changing world geopolitical situation.”
The report stated that “While it would be premature to view the
Cold War as over, the continued easing of East-West tensions may
set the stage for major changes in U.S. foreign assistance policy. As
progress continues, U.S. long-term security interests in the Third
X]/orld may well warrant reexamination.” [Report 101-80, pp. 138-

The committee at the same time expressed particular interest in
having the United States play a leading role in assisting people
whose lives had been disrupted by conflict. The committee request-
ed the AID Administrator to “coordinate a report . . . within six
months of the enactmont of this legislation on the nature of the
post-conflict challenge and on U.S. actual and projected involve-
ment in these efforts.” Mentioned in particular were the urgent
needs in areas such as Afghanistan, Cambodia, Southern Africa,
and Central America.

In 1990, and again in this legislation, the committee authorized
the President “to provide assistance to countries which are emerg-
ing democracies or which are emerging from civil strife.” This de-
mocracy contingency fund, authorized by section 6104 of this bill, is
designed to respond to new opportunities created by democratic
changes which are taking place in Eastern Europe and elsewhere
in the world and by the easing of regional conflicts which had been
fueled by the Cold War.

In 1990, the committee also requested CRS to examine the impli-
cations of the dramatic changes in international affairs for the U.S.
foreign assistance program. In its report of January 2, 1991, enti-
tled “U.S. Foreign Aid in a Changing World: Options for New Pri-
orities,” CRS noted that concern about anti-communism, which
since the end of World War II had provided basic coherence to for-
eign aid, is no longer an appropriate integrating principle. “The
country allocations of the current program,” the report said, “re-
flect more of a world that was than the world that now exists.”
Looking to the future, the report suggests that “future U.S. policy
will be more kaleidoscopic than before [and] will not have any over-
arching, unifying theme.”

Unfortunately, the executive branch’s request for foreign assist-
ance for fiscal year 1992, in the allocation of funds both among pro-
grams and among countries, continues the look of a Cold War for-
eign assistance budget. Although the executive branch in early
1991 did respond to the committee’s 1989 rewrite of the Foreign As-
sistance Act with its own proposed rewrite, the preoccupation of
the executive branch since early August 1990 with the crisis in the
Gulf preempted much attention that might have been directed to
more radically reshaping foreign aid; at the same time, the Gulf
Crisis underscores the need for a fundamental rethinking of U.S.
aid policies. Collaboration at the United Nations between the
United States and the Soviet Union in responding to the Gulf crisis
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confirms the extent to which East-West antagonism has been re-
placed by collaboration.

The committee’s differences with the executive branch are not
over the assessment of the changing international landscape. How-
ever chaotic the current political and economic situation within the
Soviet Union, all agree that the Berlin Wall will not be rebuilt or
that Soviet control will be reasserted over the countries of Eastern
Europe. Domestic upheaval in the Soviet Union may even work to
reinforce Soviet policies of greater restraint in dealing with its
allies in the developing world. In addition, executive branch offi-
cials testifying in support of the President’s foreign assistance re-
quest have shared the committee’s view of the growing importance
of multilateral problem-solving and burdensharing.

At this point, it is becoming increasingly urgent that the execu-
tive branch and the Congress work together to structure a foreign
assistance program that responds to revised international dynam-
ics, rapidly emerging opportunities for multilateral cooperation,
and transnational threats to individual and national well-being,

COMMITTEE ACTION

On February 27, 1991, the President transmitted a draft of pro-
posed legislation to provide for the implementation of the Enter-
prise for the Americas Initiative, and for other purposes (House
Doc. 102-49),

On March 12, 1991, the President of the African Development
Foundation transmitted a draft of proposed legislation to authorize
appropriations for the African Development Foundation (Executive
Communication 849).

On April 9, 1991, the President of the Inter-American Founda-
tion transmitted a draft or proposed legislation to amend the For-
eign Assistance Act of 1969 to authorize appropriations for fiscal
year 1992 for the Inter-American Foundation (Executive Communi-
cation 978).

On April 16, 1991, Hon. Dante B. Fascell, chairman of the com-
mittee, introduced by request legislation submitted by the execu-
tive branch by request for himself and Hon. William S, Broomfield,
ranking minority member of the committee as H.R. 1792, the Inter-
national Cooperation Act of 1991,

On April 23, 1991, the committee was formally referred by the
Speaker of the House of Representatives a transmittal from the
President containing draft legislation to amend the Foreign Assist-
ance Act of 1961 to rewrite the authorities of that Act in-order to
eliminate obsolete and inconsistent provisions, to amend the Arms
Export Control Act and redesignate that Act as the Defense Trade
and Export Control Act, to authorize appropriations for interna-
tional cooperation programs for fiscal year 1992 and 1993, and for
other purposes (Executive Communication 1132). _

H.R. 2508 incorporates, in whole or in part, provisions of the fol-
lowing legislative measures:

H.R. 554, to set forth United States policy toward Central
America and to asssit the economic recovery and development
of that region. : :
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H.R. 665, tc provide for the implementation of theforei]gl'ill as-
sistance provisions of the Enterprise for the Americas Initia-
tive and for other purposes;

H.R. 964, to provide for the implementation of the foreign as-
gistance provisions of the Enterprise for the Americas Initia-
tive and for other purposes;

H.R. 994, to authorize supplemental appropriations for fiscal
year 1991 for relief, rehabilitation and reconstruction in Libe-

ria;

H.R. 1110, to authorize increased funding for international
gopulation assistance and to provide for a United States contri-

ution to the United Nations Population Fund;

H.R. 1179, to prohibit the denial of international population
assistance funds to nongovernmental organizations or multilat-
eral organizations on the basis of any criterion that is not ap-
plicable to foreign governments that receive such funds;

H.R. 1328, to authorize sugplemental appropriations for
£1_s§:l.year 1991 for relief, rehabilitation and reconstruction in

iberia;

H.R. 1343, to encourage arms control in the Middle East and
for other purposes;

H.R. 1360, to promote the integration of women in the devel-
opment process in developing countries;

H.R. 1571, to encourage liberalization inside the People’s Re-
public of China and Tibet;

H.R. 1608, to promote the development of microenterprises
in developing countries; :

H.R. 1633, to assist in implementing the plan of action adopt-
ed by the World Summit for Children;

H.R. 1697, to provide for the implementation of certain ele-
ments of the Enterprise for the Americas Initiative;

H.J. Res. 208, concerning the political and human rights sit-
uation in Kenya;

H. Con. Res. 22, condemning the deliberate and systematic
activities of the military authority in Suriname to subvert con-
stitutional democracy in that nation; and

H. Con. Res. 123, urging the provision of foreign assistance to
support legislative development in Central America to
strengthen democracy in that region.

SUBCOMMITTEES

The subcommittees, singly or jointly, conducted hearings and
made recommendations for international development and security
assistance as follows:

Subcommittee on Arms Control, International Security and
icieiricéal (chairman, Hon. Dante B. Fascell)=March 14; and

pru <

Subcommittee on Europe and the Middle East (chairman,
Hon. Lee H. Hamilton)—March 6, 7, 13, 14, and 20; April 9, 17,
and 18; and May 1

Subcommittee on Human Rights and International Organiza-
tions (chairman, Hon. Gus Yatron)—February 27; March § and
6; and April 17
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Subcommittee on Asian and Pacific Affairs (chairman, Hon.
Stephen J. Solarz)—March 6, 7, and 22; April 10 and 17

Subcommittee on International Economic Policy and Trade
(1c8hairman, Hon. Sam Gejdenson)—March § and 19; and April

Subcommittee on Africa (chairman, Hon. Mervyn M. Dym-
ally)—March 13 and 14; and April 23 ‘
ubcommittee on Western Hemisphere Affairs (chairman,
Robert G. Torricelli)—February 19, 21, and 26; March 7 and 13;
and April 11 and 14

FULL COMMITTEE

In addition to the hearings conducted by the subcommittees and
the actions discussed above, the full committee received testimony
from the Secretary of State, the Secretary of Defense, the Adminis-
trator of the Agency for International Development (AID), the Di-
rector of the Peace Corps, the Administrator of the Environmental
Protection Agency, and the Undersecretary of Agriculture for
International Affairs. The full committee received recommenda-
tions from the subcommittees on May 7, 1991, and marked up a
committee print at open sessions on May 9, 17, 21, 22, and 23, 1991.

On May 23, 1991, the committee approved a committee print au-
thorizing international security and economic assistance and re-
writing the authorities of the Foreign Assistance Act of 1961,

On June 4, 1991, Chairman Fascell introduced H.R. 2508, the
International Cooperation Act of 1991, which was favorably report-
ed by the committee the same day by voice vote, a quorum being
present.

House oF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 30, 1991.

Hon. DAN RoSTENKOWSKI,
Chairman, Committee on Ways and Means, Longworth House Office
Building, Washington, DC.

DEArR MR. CHAIRMAN: The Committee on Foreign Affairs has
completed consideration of draft legislation authorizing foreign as-
sistance for fiscal years 1992 and 1993. The Committee will intro-
duce a clean bill on Monday, June 3, 1991 and report the legisla-
tion to the House on the same date. The Committee expects to go
before the Rules Committee later the same week and to the Floor
the following week.

At my direction, the Foreign Affairs Committee staff has been in
consultation with your staff regarding certain provisions in the leg-
islation which fall within the jurisdiction of the Committee on
Ways and Means. Specifically, those provisions which relate to the
embargo of Cuba, Section 138 of the Customs and Trade Act of 1990
with regard to Burma, and sense of the Congress language regard-
ing trade barriers with sub-Saharan Africa. If you have no objec-
tion to the consideration of these provisions on the House Floor in
their present form, without prejudice to your Jjurisdiction, I would
be pl}leageﬂ to include our correspondence to this effect in the report
on the bill.
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Thank you for your consideration in this matter.
. With best wishes, ] am
Sincerely yours,
DANTE B. FasceLL, Chairman.

House oF REPRESENTATIVES,
CoMMITTEE ON WAYB AND MEANS,
Washington, DC, May 30, 1991.
Hon, DANTE B. FascELL,
Chairman, Committee on Foreign Affairs, Rayburn House Office
Building, Washington, DC.

Dear MR. CHairmAN: Thank you for your May 30 letter request-
ing the Committee on Ways and Means to waive referral of draft
legislation to amend the Foreign Assistance Act of 1961 and for
other purposes.

You note in your letter that the draft bill contains three provi-
sions falling under the jurisdiction of the Committee on Ways and
Means. The first is a provison relating the the exising embargo on
trade with Cuba, which merely restates current law. The second
provision expresses a statement of Congress that it would welcome
decisions by the President to impose economic sanctions, including
import sanctions, against Burma, as authorized by section 138 of
the Customs and Trade Act of 1990. The third provision expresses
the sense of the Congress that special efforts should be undertaken
to reduce trade barriers and to promote economic interchange be-
t“;\wéegn the United States and developing countries in sub-Saharan

rica.

I understand that you intend to introduce a clean bill on June 3
and schedule it for action by the House the following week. I am
willing to expedite consideration of the legislation by waiving Com-
mittee jurisdiction over the trade-related provisions in the bill,
with the understanding that a waiver in this instance in no way
establishes a precedent or prejudices the Committee on Ways and
Means’ jurisdiction over provisions of the type described above. I
note your confirmation of that understanding in your letter dated
May 30. I also request that you enter this exchange of letters in the
report accompanying the bill. On this basis, the Committee on
Ways and Means would not seek sequential referral of the bill.

I appreciate the cooperecion extended to the Committee on Ways
and Means by you and your staff.

Sincerely yours,
DaN Kostenkowskl, Chairman.

HousEe oF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 30, 1991.
Hon. Jack Brooks,

Chairman, Committee on the Judiciary, 2138 Rayburn House Office
Building, Washington, DC. .
Dear Jack: The Committee on Foreign Affairs has comple

consideration of draft legislation authorizing foreign assistance for

fiscal years 1992 and 1993. The Committee will introduce a clean
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bill on Monday, June 8, 1991 and report the legislation to the
House on the same date. The Committee expects to go before the
Rules Committee later the same week and to the Floor the follow-
ing week.

At my direction, the Foreign Affairs Committee staff has been in
consultation with your staff regarding certain provisions in the leg-
islation which fall within the jurisdiction of the Committee on Ju-
diciary. Specifically, those provisions relate to: admission to the
United States of certain alien participants in U.S. Foreign Assist-
ance Programs; and a waiver of the Federal Act of State Doctrine.
If you have no objection to the consideration of these provisions on
the House Floor in their present form, without prejudice to your
Jurisdiction, I would be pleased to include our correspondence to
this effect in the report on the bill.

Thank you for your consideration in this matter.

With best wishes, I am

Sincerely yours,
DANTE B. FasceLL, Chairman:

House oF REPRESENTATIVES,
COMMITTEE ON THE JUDICIARY,
Washington, DC, May 30, 1991.
Hon. DANTE B. FASCELL,
Chairman, Committee on Foreign Affairs, Rayburn House Office
Building, Washington, DC.

DeArR MR. CHAIRMAN: Thank you very much for bringing to my
attention two provisions contained in your May 6th Committee
Print codifying the Foreign Assistance Act of 1961, which fall
within the jurisdiction of the Committee on the Judiciary. I have
reviewed these provisions and believe that the jurisdictional ques-
tions that they raise can be resolved without the necessity of this
Committee seeking a sequential referral of the legislation. These
provisions are as follows:

Section 621. Consolidation and Revisicn of Provisions. This sec-
tion includes a provision under “Section 7202. General Authori-
ties.” authorizing the admission to the United States of alien par-
ticipants in any program of furnishing assistance under the For-
eign Assistance Act of 1961. This provision simply restates a provi-
sion of law that has existed for 30 years. By all accounts, this provi-
sion has operated effectively and without controversy during that
time. The Committee would, therefore, have no objection to the in-
clusion of this provision in the legislation. -

Section 642. Retention of Certain Provisions Formerly in the For-
eign Assistance Act. Subsection (b) of Section 642 retains a provi-
sion of the Foreign Assistance Act relating to the Federal Act of
State Doctrine as applied to cases in which property claims are as-
serted based on confiscations taking place after January 1, 1959, by
an act of state in violation of the principles of international law.
Inasmuch as this provision has also operated effectively and with-
out controversy for a number of years, the Committee would have
no objection to its inclusion in the legislation.
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In deciding not to seek a sequential referral on these provisions,
the Committee, of course, does not waive its jurisdiction over the
underlying, subject matter of those provisions. I would appreciate
your including this correspondence in your report on the Foreign
Asgistance bill.

With every good wish, I am

Sincerely,
JACK Brooks, Chairman.

HousE oF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 30, 1991.
Hon, WiLLiAM CrAY,
Chairman, Committee on Post Office and Civil Service, Cannon
House Office Building, Washington, DC. 20515

Dear MR. CHAIRMAN: The Committee on Foreign Affairs has
completed consideration of draft legislation authorizing foreign as-
sistance for fiscal years 1992 and 1993. The Committee will intro-
duce a clean bill on Monday, June 3, 1991 and report the legisla-
tion to the House on the same date. The Committee expects to go
before the Rules Committee later the same week and to the Floor
the following week.

At my direction, the Foreign Affairs Committee staff has been in
consultation with your staff regarding certain provisions in the leg-
islation which fall within the jurisdiction of the Committee on Post
Office and Civil Service. If you have no objection to the consider-
ation of these provisions on the House Floor in their present form,
without prejudice to your jurisdiction, I would be pleased to include
our correspondence to this effect in the report on the bill.

Thank you for your consideration in this matter.

With best wishes, I am

Sincerely yours,
DANTE B. FasceLr, Chairman.

HousE OF REPRESENTATIVES,
CoMMITTEE ON PosT OFFICE AND CIvIL SERVICE,
Washington, DC, May 81, 1991.
Hon. DANTE B. FASCELL, .
Chairman, Committee on Foreign Affairs, House of Representatives,
Washington, DC.

DeArR MR. CHAIRMAN: This refers to your letter of May 30, 1991,
concerning your Committee’s consideration of legislation entitled
the “International Cooperation Act of 1991",

As explained in your letter, the bill includes several provisions
which pertain to matters that fall within the jurisdiction of the
Committee on Post Office and Civil Service. You have requested
our review of those provisions, prior to the reporting of the meas-
ure by your committee, in order to avoid a sequential referral of
the bill and thereby expedite consideration of the bill by the House.
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We have -carefully reviewed the provisions in question, particu-
larly the proposed sections 3103, 3202 and 7502 of the Foreign As-
sistsnce Act of 1961, and we have no objection thereto.

A3 a result of the cooperation you and your Committee staff have
provided, we see no need to seek sequential referral of this legisla-
tion. However, our agreement to forgo consideration of the legisla-
tion should not be construed as a waiver of this Committee's Juris-
diction as established by House Rule X, Clause 1(o).

We would appreciate your including a copy of this letter in your
Committee’s report accompanying this legislation.

Sincerely,
WiLriam L. Cray, Chairman.

HoUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 30, 1991.
‘Hon. WALTER B. JONEs,
Chairman, Committee on Merchant Marine and Fisheries, 1334
Longworth House Office Building, Washington, DC.

Desr MR. CHAIRMAN: The Committee on Foreign Affairs has
completed consideration of draft legislation authorizing foreign as-
sistance for fiscal year 1992 and 1993. The Committee will intro-
duce a clean bill on Monday, June 3, 1991 and report the legisla-
tion to the House on the same date. The Committee expects to go
before the Rules Committee later the same week and to the Floor
the following week.

At my direction, the Foreign Affairs Committee staff has been in
consultation with your staff regarding certain provisions in the leg-
islation which fall within the jurisdiction of the Committee on Mer-
chant Marine and Fisheries. If you have no objection to the consid-
eration of these provisions on the House Floor in their present
form, without prejudice to your jurisdiction, I would be pleased to
include our correspondence to this effect in the report on the bill,

Thank you for your consideration in this matter.

With best wishes, I am

Sincerely yours,
DANTE B. FaAsceLL, Chairman.

HoOUSE OF REPRESENTATIVES,
CoMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, DC, May 31, 1991.
Hon. DANTE B. FASCELL,
Chairman, Committee on Foreign Affairs, 2170 Rayburn House
Office Building, Washington, DC,

DEeAR DANTE: Thank you for your letter of May 30, 1991 bringing
to my attention certain provisions affecting the jurisdiction of the
Committee on Merchant Marine and Fisheries in your draft legisla-
tion authorizing Foreign Assistance for Fiscal Years 1992 and 1998,
In addition to the provisions which your staff has enumerated, I
have identified three additional provisions, all identical and per-
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taining to the preparation of environmental impact statements,
which affect the interests of this Committee.

To assist you and the House leadership in bringing this legisla-
tion to the Floor as expeditiously as possible, and with the under-
standing that the Committee on Foreign Affairs will not make any
changes to the pertinent sections without the concurrence of the
Committee on Merchant Marine and Fisheries, I agree not to ask
for a sequential referral of these provisions to the Foreign Assist-
ance Act of 1961. This agreement is made, of course, without preju-
dice to the jurisdictional interests of the Merchant Marine and
Fisheries Committee over the provisions specified in this letter.
References are to the May 6, 1991 Committee Print and sections of
the Foreign Assistance Act.

Section 7403, “Shipping on United States Vessels"” (pages 379-380
of the Committee Print) essentially combines and makes no sub-
stantive changes to two provisions of existing law, sections 603 and
640C of the Foreign Assistance Act (22 U.S.C. 2353 and 2399d). Sec-
tion 7403(a) makes section 901(b) of the Merchant Marine Act of
1936 inapplicable to the ocean transportation of commodities and
defense articles purchased with foreign currencies. Section 7403(b)
authorizes the use of financial assistance to pay shipping differen-
tials between U.S. and foreign flag vessels. Under the Rules of the
House of Representatives and the precedents under those Rules,
both provisions fall within the jurisdiction of the Committee on
Merchant Marine and Fisheries.

Section 1303, “Purchase of United States Goods and Services,”
was added by Congressman Torricelli and accepted in Committee.
This amendment, as with Section 7403, would fall within the juris-
diction of the Committee on Merchant Marine and Fisheries, as it
affects the waterborne transportation of goods procured by way of
cash transfer assistance.

I also wish to express the Merchant Marine and Fisheries Com-
mittee’s interest in sections 1241, 3205(c), and 502(k) of the revised
Foreign Assistance Act (pages 31-32, 192, and 501-502 of the Com-
mittee Print). These provisions require the President to take into
account the impact of certain programs and projects upon the envi-
ronment and natural resources of developing countries.

These three sections are, in effect, an implementation of the Na-
tional Environmental Policy Act of 1969 (NEPA, 42 U.S.C. 4321 et
seq.) to foreign assistance projects affecting the environment out-
side the jurisdiction of the United States. NEPA was developed by
the Merchant Marine and Fisheries Committee and is solely within
its jurisdiction.

More specifically, these provisions require the President to un-’
dertake an initial environmental examination of certain programs
and projects under the bill to ensure that environmental consider-
ations are integrated into profect conception and design and that
each project is environmentally sustainable. The provisions also
distinguish between these projects and programs affecting the envi-
ronment of the global commons (i.e., outside the jurisdiction of any
country) and those affecting the environment of a foreign country.
In the case of programs or pryjects affecting the global commons,
the bill mandates the preparation of an environmental impact
statement. Where the program or project affects the environment
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of a foreign country, the bill only requires the preparation of an
environmental assessment.

This distinction between actions affecting the global commons
and those affecting the environment of a foreign country mirrors
the approach taken by recent legislation to clarify the scope of
NEPA, introduced by Congressman Studds and referred to the
Merchant Marine and Fisheries Committee. H.R. 1113, which
passed the House in the 101st Congress, and H.R. 1271 in this Con-
gress, would ensure that NEPA is applied extraterritorially to all
major Wederal actions significantly affecting the environment, in-
cluding foreign assistance projects.

Similar legislation revorted out of your Committee and enact-~d
into law during the 95th Congress (22"U.S.C. 2151p) resulted in the
promulgation of regulations by the Agency for International Devel-
opment (AID) to implement NEPA for the AID program (22 C.F.R.
216). These regulations were, in turn, based on guidelines issued by
the Council on Environmental Quality (CEQ) to assist agencies in
adhering to NEPA. To ensure the continuation of this nexus be-
tween NEPA and the types of environmental assessment provisions
contained in your bill, I am seeking your acknowledgment of the
Merchant Marine and Fisheries Committee’s Jjurisdictional inter-
ests in this matter. I also offer to work with you, if there is an ad-
ditional opportunity, in the development of Floor amendments, or
colloquies, to confirm further the relationship between these provi-
sions and NEPA.

I do not wish in any way to disrupt or delay consideration of this
important bill in the House. For this reason, I do not intend to re-
quest a sequential referral of this bill, provided that you acknowl-
edge, by letter, this Committee’s jurisdictional interests, as specifi-
cally outlined in this letter, and have no objection to having a
small number of Members of the Merchant Marine and Fisheries
Committee appointed as limited conferees to any conference on the
Foreign Assistance Act of 1991. I would reguest, in addition, that
our correspondence on this matter be included in your Committee

report.
l\,??ith kind regards, I am
Sincerely,
WaLTER B. JonNES, Chairman.

House oF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 81, 1991,
Hon. WALTER B. JONEs,
Chairman, Committee on Merchant Marine and Fisheries, Long-
worth House Office Building, Washington, DC,

DeAR MR. CHAIRMAN. Thank you for your response to my letter
of May 30, 1991 regarding H.R. 250¢ authorizing foreign assistance
programs for fiscal year 1992 and 1993 which will be introduced
and reported by the Committee on Foreign Affairs on Monday,
June 3, 1991.

I appreciate your agreement not to request sequential referral of
those provisions of the legislation which fall within the jurisdiction
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of the Committee on Merchant Marine and Fisheries in order to
expedite floor consideration of this bill. Please be assured that I
fully acknowledge your Committee’s jurisdictional interests as de-
scribed in our letter. You may also be assured of my cooperation
and coordination with you on these issues throughout the legisla-
tive process on this bill.

Thank you for your cooperation.

Sincerely yours,
DaANTE B. FasceLL, Chairman.

HousE OF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 81, 1991.
Hon. HENRY B. GONZALEZ,
Chairman Committee on Banking, Finance and Urban Affairs, Ray-
burn House Office Building, Washington, DC.

DeAR MR. CHAIRMAN: The Committee on Foreign Affairs has
completed consideration of draft legislation authorizing foreign as-
sistance programs for fiscal years 1992 and 1993. The Committee
will introduce a clean bill on Monday, June 3, 1991, and report the
legislation to the House on the same say. The Committee expects to
appear before the Committee on Rules later than same week and
schedule this legislation for the Floor the following week.

At my direction, the Committee staff has been in consultation
with your staff regarding certain provisons in the legislation which
may fall within the shared or sole jurisdiction of the Commitee on
Banking, Finance, and Urban Affairs. A list of those provisions was
provided to your staff early this week. If you have no objection to
the consideration of these provisions on the House Floor in their
present form, without prejudice to your jurisdiction. I would be
p}lleage(li to include our correspondence to this effect in the report on
the bill.

Thank you for your consideration in this matter.

With best wishes, I am

Sincerely yours, .
DANTE B. FasceLL, Chairman.

House OF REPRESENTATIVES,
CoMMITTEE ON BANKRING, FINANCE AND URBAN AFFAIRS,
. Washington, DC, June 3, 1991.
Hon. DANTE B. FASCELL,
Committee on Foreign Affairs, Rayburn H.O.B., Washington, DC.

Dear MR. CHAIRMAN: On behalf of the Banking Committee, may
I say that I appreciate the opportunity that you provided to review
the provisions of the Foreign Assistance Act which are within the
jurisdiction of our Committee.

To a large extent, the provisions of interest to the Banking Com-
mittee contained in the Committee Print either restate existing
law or make conforming changes to existing federal statutes. For
the purposes of bringing this important legislation to the floor as
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soon as possible, this Committee will waive its right for a sequen-
tial referral at this time.

May I take this opportunity, however, to comment on a specific
interest of the Banking Committee. Among a number of provisions
within the Banking Committee’s jurisdiction contained in your bill,
the language of the Foreign Assistance Act concerning the oper-
ation of the Export-Import Bank lies directly within the core juris-
diction of this Committee and the Subcommittee on International
Development, Trade, Financing and Monetary Policy. The activities
of the Export-Import Bank are under careful review within the
Banking Committee as evidenced by two public hearings on April
11 and May 2 of this year, which have explicitly addressed such im-
portant issues as the appropriateness of using Ex-Im Bank guaran-
tees for military sales. It is our responsibility to authorize Ex-Im
Bank activities that protect the best interests of our nation and the
Bank and it is for this purpose that this Committee asks that you
refrain from additional authorizations of the activities of the
Export-Import Bank in the future.

It should be clearly understood that waiver of the Banking Com-
mittee referral is without prejudice to the Jjurisdiction of the Com-
mittee. The Committee reserves the right to defend its position
during floor consideration of the bill and to seek the full represen-
tation of the Banking Committee in conference with the Senate.

Sincerely,
HENRY B. GoNzALEZ, Chairman.

HousEe oF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, May 30, 1991.

Hon. JouN D. DINGELL,
Chairman, Committee on Energy and Commerce, 2125 Rayburn
House Office Building, Washington, DC.

Dear MR. CHAIRMAN: The Committee on Foreign Affairs has
completed consideration of draft legislation authorizing foreign as-
sistance for fiscal years 1992 and 1993. The Committee will intro-
duce a clean bill on Monday, June 3, 1991 and report the legisla-
tion to the House on the same date. The Committee expects to go
before the Rules Committee later the same week and to the Floor
the following week.

At my direction, the Foreign Affairs Committee staff has been in
consultation with your staff regarding a provision in the legislation
which falls within the jurisdiction of the Committee on Energy and
Commerce. That provision, which relates to coordination and coop-
eration between the Agency for International Development and the
Environmental Protection Agency on U.S. Assistance to Eastern
Europe, is similar to a provision on which we exchanged corre-
spondence with regard to the Foreign Assistance Authorization bill
in 1990. If you have no objection to the consideration of this provi-
sion on the House Floor in its present form, without prejudice to
your jurisdiction, I would be pleased to include our correspondence
to this effect in the report on the bill,
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Thank you for your consideration in this matter.

With best wishes, I am
Sincerely yours, _
DANTE B. FasceLL, Chairman.

'HousE OF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, DC, June 3, 1991,

Hon. DANTE B. FasceLL,
Chairman, Committee on Foreign Affairs, Rayburn House Office
Building, Washington, DC. '

DEeAR CHAIRMAN FasceLL: By letter dated May 30, 1991, you noti-
fied the Committee on Energy and Commerce that the Committee
on Foreign Affairs intended to report a clean bill authorizing for-
eign assistance for fiscal year 1992 and 1993 to the House on June
3, 1991. Your letter further acknowledged the jurisdiction of the
Committee on Energy and Commerce over provisions in the legisla-
tion in Chapter 3 relating to assistance in eligible East European
countries. Specifically, amendments relating to Section 502 of the
Support for East European Democracy Act (SEED) of 1989 which
pertain to environmental and energy initiatives in Eastern Europe
fall within the jurisdiction of the Committee on Energy and Com-
merce.

As a result of discussions between our two Committees which
have led to certain changes and the inclusion of additional lan-
guage in the reported bill, I am agreeing not to seek sequential re-
ferral of foreign assistance authorization for fiscal years 1992 and
1993 in this instance so that the bill can be considered expeditious-
ly by the House. Such action is without, of course, waiving this
C?ommittee’s jurisdiction over the provisions in question.

I would appreciate your including this letter as part of the report
on the foreign assistance authorization and as a part of the record
during consideration of this bill by the House. :

With every good wish, I am

Sincerely,
JoHN D. DINGELL, Chairman.

JURISDICTIONAL ISSUES

Several existing provisions of law which the committee included
in this legislation, as well as some new provisions, fall within the
shared or sole jurisdiction of other committees of the House of Rep-
resentatives. The correspondence from these committees on such
provisions received by the committee follows:

AUTHORIZATIONS

One of the principal purposes of H.R. 2508 is to authorize the ap-

ropriation of $12,399,201,000 in fiscal year 1992 and
§13,035,985,000 in fiscal year 1993. The following table compares
the amounts appropriated for fiscal year 1991, the executive
branch request as reestimated by the Congressional Budget Office
for fiscal year 1992, and the committee recommendations for fiscal
years 1992 and 1993 for the international security and economic as-

sistance authorized in this legislation:
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{By fixcal year, in thousands of dolurs)
199 1992 commities  Plus or minus 1993 commitien
1991 actal mf‘ recommendation

(roestimate) 1992 request  recommendation

Development assistance {151):
International OrGaniZations ........oevusensssssese 284,730 250,212 1300,612 50,400 1318712
1,259,083 1211000 31,077,000 (2000000 21,027,000
3300,000 <.ovocrveanrinrecone 350,000

788,000 800,000 <1,000000 200,000 1,200,000
529,675 560,000 548,500 (11,500) 548,500

Enterprise for the American initialive............. 0 285,000 202,356 (42,644) 224,644
ASHA 29,500 30,000 35,000 5,000 35,000
Disaster assistance........ - 40,000 40,000 545,000 5,000 545,000
AID operating expenses.. 456,200 -483,300 483,300 483,300
Supplemental operating 6,000 0 0.. 31,319
ADIG 33,884 31,739 31,139 37319
Housing GUAIANtIeS .o.vvmveeersenrrunsesessnnssssnns 48,000 9,500 10,500 8,500
TOP 35,000 35,000 55,700 10,000
0PIC 0 10,649 12,300 6,000
Private Security Loan Program ............vcuer 0 1,367 - 1,500 1,500
Peace Corps 186,000 200,000 200,000 ..... 200,000
IAF 25,000 28,794 28,800 31,000
ADF 13,000 14,950 14950 ......... 14,950
Narcotics CONtrol......c.uvcmrveerssessonns 150,000 171,500 171,500 171,500
Soviet-East European research and training.... 5,000 0 5,000 5,000
Presidential contingencies 0 20,000 0 0
Subtotal 3,889,072 4255011 4,569,757 314,746 ©4717,985
Security assistance (152):
FMF. 4663421 4640000 74410444 (228556) 74,840,000
(270,000) 270,000 0 (270,000) 0
ESF 3130800  3,228000 #3,322.500 94,500  ©3322,500
Emergency Supply/lsrael 650,000 0 0 0
Emergency Supply/Turkey 200,000 0 0 0
0 10,000 0 (10,000) 0
Peacekeeping 32,800 28,000 28,000 28,000
IMET 47,19 52,500 52,500 52,500
Anti-terrorism 12,026 15,000 15,000 15,000
Subtotal 8736243 8243500 S7.829444  (414,056)  °©8,258,000
Total (151 & 152) coccmrrcemrromssncsnsssens 12625315 12,498,511 12,399,201 (99,310)  ©13,035,985

! Earmarks International Organizations as foflows: FY 1992: $125 millon for UNDP, $83 milion for UNICEF, $18 millon for UNEP, $18.362
million for (FAD, $4 milion for Special Program for Africa of IFAD, $500,000 for UNU:'FY 1993: $135 millon for UNDP, $83 million for UNICEF
:55 ruﬁl:nm lwn){P, $18.362 milion for IFAD, $4 millon for Special Program for Alrica of IFAD, §! million for UNU, $500,000 for OAS

lormation el .

* Devercpment aid as follows: for FY 1992 and 1993, Health, Child Survival Fund, AIDS: $327 millon (subearmarked respectively at
$135 mifion, $130 milion, $62 millon); Vitamin A $12 milon for FY 1992, $15 millon in EY 93; for both FY 1992 and 1993, $5 miliion for
US/Israel/LOC cooperation, $6 million for' Lebanon {for other DA earmarks, see beiow),

2 Earmarks Propulation a3 follows: for FY 1392 and 1993, $20 million for UNFPA

< For each of fiscal years 1992 and 1993, transfers $6 million from DFA to K0's only for IFAD, and transfers $400,000 from OFA to K0's and
earmarks for the Uniled Nations Educational and Training Program for Southern Alrica.

S Disaster aig: $5 million provided for Soviet Armenia.

® Funds earmarked from combined sources, for both FY 1992 and 1993; of funds available %o promots human rights funds: $1.5 miltion
}pumanen } for S. Alrican PVOs, $10 million for human rights/democracy in Middle East; from all sources: $5 millon for Cambodian chiidren;
rom DA/DFA: $2754 millon for PVDs; from DA/ESA: $2.8 miliion for C. ernn journalism, $20 million for S. Pacific Rmfl, $1 mifion for
Burmese refugees, $25 milion for Nepal; from DA/DFA/ESA: $40 million for disadvantaged S, Alricans; from DA/DFA/ESA/Local currencies: $85
million for micro-cnterurise; from DA/ESA/Local currencies: $3 milfion for Guyana,

TEMF: $18 billion for lwael (2.0 billon for FY 93), $13 bilfon for Egypt $350 milion for Greece, $500 millon for Turkey,

S ESA: $1.2 bilfion for lsraed, $815 million for Egypt, $16 milion for West Bank/Gaza, $7 millon for regional cooperalive ME projects, $4 milion
for Lebanon, Sl.'»M millon for Cyprus, $20 million for Ireland, $15 million for Baltic States, $25 milbon for Central American refugees, $28.3 milion
sub-Saharan Africa.

for X
® Includes decreass 1o offsel increased funding for refugee and migration assistance contained in H.R, 1415, the Foreign Relations Authorlzation
Act, Fiscal Yewrs 1992 and 1993,
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SECTION-BY-SECTION ANALYSIS

Section 1—Short title

This section states that this act may be cited as the ‘Internation-
al Cooperation Act of 1991.”

Section 2—Table of contents for this act
Section 2 provides a table of contents for this act.

Section 3—Table of contenis for amended Foreign Assistance Act

+ Section 3(a) amends the Foreign Assistance Act of 1961 to pro-

‘llgtiﬁ ”that the Act may b= cited as the “Foreign Assistance Act of

A Secéion 8(b) provide a table of contents for the Foreign Assistance
ct.

TrTLE [—EcONOMIC ASSISTANCE
Section 101—Revision of economic assistance programs

This section states that the Foreign Assistance Act of 1961 (here-
after referred to as the Foreign Assistance Act or current law) is
amended by striking out part I and inserting a new title I. The
committee takes this action to rewrite the basic economic assist-
ance authorities in response to the February 1989 recommenda-
tions of the committee’s Task Force on Foreign Assistance. Similar
legislation was enacted by the House in 1989 as H.R. 2655 but was
not considered by the Senate. In 1991 the executive branch, using
H.R. 2655 as a general outline, submitted to the Congress its own
rewrite of the Foreign Assistance Act, which was introduced by re-
quest as H.R. 1792. The first seven titles of this bill represent a
melding of those two pieces of legislation.

Title I consolidates the many competing priorities for develop-
ment assistance in current law into four basic objectives and elimi-
nates a number of reportir.g requirements. At the same time that
it provides greater flexibility to the Agency for International De-
velopment (AID) to respond to the requirements of specific coun-
tries, it also imposes greater accountability regarding the ability of
U.S. assistance to accomplish its objectives.

Th% following is an analysis of new title I of the Foreign Assist-
ance Act:

CHAPTER 1-—ECONOMIC ASSISTANCE POLICIES

Section 1101—Findings and declarations of policy concerning eco-
nomic assistance programs generally
Section 1101 substantially revises the policy statements concern-
ing::tonomic assistance in section 101 of current law.
ion 1101(a) establishes the reasons for U.S. involvement,
through its economic assistance program, in efforts of developing
countries to achieve broad-b , sustainable development. This
section states that worldwide economic, political, and technological
changes have transformed relationships among nations, made
global interdependence a pervasive reality, and created awareness
among the American. people that their well-being and prosperity
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are closely linked to the well-being and prosperity of others. The
section recognizes the generosity of the Amencmople and U.S.
traditional concern for helping those in need. ile the United
States should continue to assist in meetinF the development needs
of others, this section states that successful development depends
primarily on the efforts of developing countries.

Section 1101(b) calls on the President to develop and implement
coordinated policies and programs to achieve the objectives of this
title. The basis for this provision is recognition that economic as-
sistance is only one component, and currently a diminishing com-
ponent, of a successful development solicy. Other factors which
profoundly affect development, inclu ing US. trade, monetary,
debt, science and technology, environmental, and agricultural p(;'l}i'-
cies, must be coordinated in order to maximize progress toward the
achievement of the objectives of this title. This legislation does not
ﬁropose any specific reorganizaticn of the executive branch, It does,

owever, anticipate that greater efforts will be made to bring to-
gether diverse aspects of U.S. poli<3' in order to use limited econom-
ic assistance funds effectively, and that the executive branch will
take steps to ensure effective coordination among the various exec-
utive departments and agencies. This section also recognizes the
need for the United States to coordinate its development assistance
policies and programs with those of other donors and international
institutions.

Section 1102—Basic objectives of economic assistance programs and
United States development cooperation policy .

Section 1102 rewrites the development assistance policies of cur-
rent law, found primarily in section 102 and also reflected in the
delineation of functional accounts, sections 103-106 and in sections
117-119, and other provisions setting forth objectives and priorities
for the Foreign Assistance Act.

Section 1102(a) defines the purpose of U.S. economic assistance as
promotion of broad-based, sustainable, participatory development,
with particular focus on the poor. It sets out four interrelated and
mutually reinforcing basic objectives for economic assistance pro-
grams for U.S. development cooperation pclicy generally: sustain-
able economic growth, sustainable resource management, poverty
alleviation, and democracy. The committee believes that these ob-
Jectives reflect the U.S. national interest and the concerns and gen-
erosity of the people of the United States. The objectives represent
a consensus among numerous groups and individuals with exten-
sive experience and expertise in development as to what develop-
ment means and how best to achieve it. In setting forth these objec-
tives, the committee intends that they provide sufficient flexibilit
to encompass the diversity and complexity of the develo ing world.

Section 1102(b) sets forth the rationale for and an ela oration of
the objective of sustainable economic growth. It states that broad
based, sustaintable economic growth is in the U.S. interest because
it permits countries to prog.ess toward economic self-reliance, to
improve the living standards of their citizens, and to increase inter-
national markets for trade and investment. Market-oriented eco-
nomic growth establishes the basis for sustainable development
and reinforces democratic ideals and practices. Economic growth is
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a necessary condition for the sustainable reduction of poverty in
developing nations, but growth is not the only solution necessary
for poverty reduction. :

The term “broad based growth” is used repeatedly in this Act to
refer to growth throughout all sectors of a society, particularly that
which provide opportunities for economc advancement of the poor.
The provision states that a primary test of the effectiveness of pro-
grams designed to promote broad based economic growth is the
extent to which the poor and disenfranchished participate in and
benefit from such programs. The committee believes that broad
based growth can be achieved when all citizens have the right and
the opportunity to participate in the economy. It recognizes that in
many developing countries there are many barriers to this partici- -
pation, such as inappropriate government policy and discriminato-
ry practices. AID should assist in the development of programs to
suppo}x;t the reduction of these barriers to broad based economic
growth,

The committee also recognizes the need for increased efficiency
in order to promote economic growth. It expects that programs in
support of economic efficiency will have as a principle consider-
ation the question of impact on the poor.

Section 1102(c) sets forth the rationale for and an elaboration of
the objective of sustainable resource management. It recognizes
that both the economic and social well-being and the security of
the United States and other countries are affected by how the
world’s environment and physical resources are managed. The com-
mittee expects that the executive branch will give increasing atten-
tion to the linkage between environment and national well-being
and that AID will make an effort to expand its portfolio of environ-
mental and energy activities in order to assist in limiting environ-
1nental deterioration and in promoting environmental education
and public awareness activities. The committee recognizes that be-
cause the environment is not defined by national borders, environ-
mental problems require regional and global, as well as national
solutions, while within countries action is also required at the local
and regional level.

This provision represents a substantial elevation in the impor-
tance attached to environmental concerns as part of U.S economic
assistance programs. The provision focuses on the fundamental
premise that the world cannot afford to pursue short term econom-
ic gain by sacrificing the environment and resource base which
make future civilized life possible. Systems of production and con-
sumption which threaten the destruction of the environment must
be modified. Policies and institutions which reward non-sustainable
economic behavior cannot be justified. Science and technology must
be refocused on the constraints to sustainable development, in the
short run through the development of environmentally protective
and restorative technologies, and in the long run, through the cre-
ation of new technologies of energy and the production of goods
and services to meet human needs without threatening the envi-
ronment. Ways must be found to share efficiently and fairly the fi-
nancial burden for environmental protection and restoration
among rich and poor peoples and nations.

H. Rept. 102-96 0 - 91 - 2
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. While the committee believes that AID has made commendable
progress in respondinf to the requirements of environmental
soundness in the formulation of programs and projects, it must con-
tinue to strengthen its technical capabilities to analyze and address
the full range of environmental and resource management issues
linked to international development and to incorporate environ-
mental components in all appropriate activities.

In particular, AID must direct greater attention to the relation-
ships among demographic pressures, f?overty, and environmental
degradation, and, to that end, AID’s Office of Population should un-
dertake a study of those relationships to ensure that environmen-
tal planr:{xl}g is not sabotaged by the effect of excessive population
growth. must be able to collaborate with other U.g? Govern-
ment agencies, universities, and the nongovernmental environmen-
tal community; provide effective technical advice on the environ-
mental repercussions of broader U.S. foreign economic policy issues
which effect economic development and collaborate with agvanced
developing countries such as Brazil, Venezuela, and Malaysia
towartf the development of sound resource management and envi-
vonmental protection policies.

In working toward meeting the objective of sustainable resource
management, the committee believes that AID should build on and
broaden its traditional strength in the agricultural sector. An effi-
cient and productive agricultural system remains a key element in
achieving a pattern of development which reduces the incidence of
poverty. Agricultural productivity must be enhanced, however, in
ways which protect and restore the natural resource base. Contin-
ueX emphas's is needed on both basic and applied icultural re-
search, utilizing technologies ranging from age-old production
methods to the most advanced biotechnology methodologies, in
order to achieve sustainable increases in productivity.

The committee recognizes that the loss of diverse genetic materi-
als poses a major threat to long term agricultural productivity
gains. The United States should expand its efforts to improve the
capacity of developing countries to preserve, manage, and share the
world’s heritage of diverse genetic materials. In agro-industry tech-
nology, the U.S. private sector sets the standard for the creative
and efficient use of agricultural products. The agency should build
on its efforts to bring U.S. privatge agro-industrial capabilities to
bear on the problem of resource sustainable development.

The objective of sustainable resource management also requires
emphasis on improved water use management, forestry manage-
ment and reforestation, on more efficient and resource conserving
energy production systems in order to reduce the growing threat of
global warming, and resource conserving systems of urban develop-
ment and industrialization.

The committee reiterates its support for the principles set in sec-
tions 118 and 119 of current law concerning protection of tropical
forests and endangered species. Although these provisions are not
included specifically in this new legislation, there is no loss of in-
terest in the goals that they mandate, and the committee expects
AID to continue its commitment to these provisions.

The committee recognizes that AID needs to enhance its institu-
tional capacity to address international environmental and energy
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issues effectively. AID is urged to increase its direct-hire staff in
this field and to hire individuals with education and experience in
appropriate environment and energy related disciplines. In addi-
tion, should consider short term contracts for periods of up to
5 years in order to bring in special expertise which may not be
needed on a long-term basis. The committee endorses AID’s at-
tempts to provide environmental and energy training for its staff
in Washington and the field.

Section 1102(d) sets forth the rationale for and an elaboration of
the objective of poverty alleviation. It states that it is in the U.S.
interest to assist developing countries to achieve patterns of growth
and development which will measurably alleviate the worst mani-
festations of poverty in rural and urban areas and allow all people
to lead economically and socially productive lives. This objective fo-
cuses both on the alleviation of the physical deprivations of poverty
and on the building of human capacity in order that individuals
can participate in normal social and economic activities.

The measurable and significant reduction in the incidence and
condition of poverty in which millions of people live is a fundamen-
tal motivation of the committee in enacting this legislation. The al-
leviation of poverty is both an end and a means for sustainable de-
velopment in the broadest sense.

Having recognized that broad based economic growth is a neces-
sary but not sufficient condition for the reduction of poverty, the
growth process must be linked as closely as possible to alleviation
and reduction of poverty. In this section, the committee authorizes
AID to develop policies, programs, and projects which will directl
increase the capacity of the poor to develop the assets whic
permit them to participate more effectively in the economic, politi-
cal, and social life of their country. While the ultimate responsibil-
ity for the reduction of poverty must rest in the hands of the
people and governments of the developing world, U.S. assistance
can inform, persuade, support, and assist governments and peoples
to help create the human capacity which is needed to ensure sus-
tainable development.

The committee believes that governments must be responsible
for ensuring that all segments of a society enjoy access to health,
education, and family services, and that the quality of these serv-
ices remains of the highest possible order. Poverty alleviation
should be a subject for bilateral policy dialogue, and U.S. assistance
should be directed to nations and peoples which demonstrate com-
mitment to poverty alleviation objectives.

Public investment in such areas as education, medical research,
and epidemiology, is vital to the functioning of society. Beyond
that, government must pursue policies which support the expan-
sion of health and educational services to all classes of the society,
including the direct provision of services when necessary. AID’s
role should be to focus attention on the best combination of policies
and programs, and public and private sector involvement, which
can meet the objective of measurable, sustainable improvements in
the health and education of all segments of society, with special
focus on the poor. Poverty alleviation efforts which result merely
in temporary reduction in the symptoms of poverty are not consist-
ent with broad-based, sustainable development.
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Unless there is a significant and measurable reduction in the -
rate of population growth in most developing countries, the pres-
sure of exponential growth in population will increasingly erode
the capacity of the world to sustain a civilized existence. The com-
mittee strongly supports the principle of voluntarism in family
planning policies, program, and practices. It also strongly supports
the maintenance of consistent or increasing levels of support for
the variety of programs which have proven effective.

The objective of poverty alleviation directs attention to some of
the most difficult challenges of development. It is difficult but
sound economic development policy to insist that women’s econom-
ic and gocial roles are no less important than those of men. It is
also difficult but important to find ways to improve the outreach of
good quality basic education to the poorest sections of urban and
rural society. It is extraordinarily difficult but increasingly neces-
sary to ﬁndv acceptable alternative means of livelihood to replace
environmentally destructive practices of poor rural people attempt-
ing to eke out of living on marginal lancfs. The continuing empha-
sis on poverty alleviation as a central tenet of U.S. economic assist-
ance programs is a statement of the intention of the committee to
continue to seek answers to these problems.

Section 1102(e) sets forth the rationale for and an elaboration of
democracy as an objective of U.S. economic assistance. While this
section builds on concepts contained in current law, including sec-
tions 116, 281, 461, and 534, it substantially expands current law by
establishing the promotion of democracy and pluralism to be one of
the four objectives of U.S. economic assistance programs authorized
under this title.

In setting out this purpose, the committee recognizes the funda-
mental relationship which exists between economic development
and political development. The objective is premised on the view
that societies in which power and authority are widely diffused and
legitimately exercised, in which government is democratically
elected andy responsive to the will of the people, and in which inter-
nationally recognized human rights are respected, are better able
to achieve sustainable and responsible development. Furthermore,
democracy can be sustained only in a society in which the legitima-
cy of the government rests firmly on the expressed consent of the
governed, the rights of all citizens are respected, and there is effec-
tive civilian control over the military and security forces.

This objective stresses three dimensions of democracy: democrat-
ic institutions, political participation, and human rights, The com-
mittee is encouraged in setting fortk this objective by the growing
strength and success of indigenous democratic movements in many
parts of the world. The committee believes that practical support
for such democratic movements can and should be provided
through a conceptually broadened foreign assistance program.

The committee believes that the U.S. non-governmental organiza-
tion (NGO) community can play an important role in developing
and implementing specific programs under this objective. Recogniz-
ing the sensitivity of sovereign nations with regard to interna%rl po-
litical arrangements as well as the experience and expertise of
many in the NGO community, the committee believes that U.S,
NGOs may be more effective propagators of democratic ideas and
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institutions than iovemmenb—to-govemment rograms. It is espe-
cially important that U.S. NGOs funded under this title support
the development and institutional capacity of similar indigenous
organizations in developing countries. Assistance to support the ef-
forts of civic organizations, free trade unions, private enterprise
groups, democratic political parties, press associations, and human
rights organizations, among others, in developing and other coun-
tries should be encouraged. This strengthened capacity of demo-
cratic institutions may be the most valuable and long lasting con-
tribution the NGO community can provide toward the attainment
of the objective of democracy in developing countries.

The committee recognizes that there is a role for government
programs, particularly in the strengthening of local government ca-
pacity to administer laws fairl{ and consistently. Whether in the
administration of judicial or electoral systems or in the develop-
ment and implementation of revenue administration, there is con-
siderable scope for technical and managerial improvements which,
if successful, can have a powerful impact on a government’s re-
sponsiveness to its citizenry. The committee encourages AID to de-
velop programs in this area and to work with other countries and
multilateral institutions to offer this assistance.

The committee recognizes that another essential element for
democratic development is the acceptance of and respect for civil-
ian authority by all elements of society. This concept is especially
difficult to implement in those deveioping nations undergoing tran-
gitions from military regimes to democratically-elected civilian gov-
ernments. The committee encourages AID to develop and expand
programs in this area.

e committee notes AID’s emphasis on the policy dialogue as a
means to foster better economic policies in developing countries.
While the committee supports policy discussions at the govern-
ment-to-government level, it believes that, in the long terra, to be
effective government policy must emerge from an internal dialogue
within the developing country. NGO’s have an important role in
articulating viewpoints and in shaping overall outcomes. AID’s
policy dialogue can frequently benefit from the existence of well or-
ganized and active internal groups, and ways should be found to
support the expansion of the analytic and organizational capacity
of these groups.

It is not the committee’s intent to prescribe a. specific doctrine of
political or governmental organization which AID must impose
through its development programs in this area. The committee be-
lieves that flexibility and sensitivity to cultural and historical dif-
ferences should be juiding principles in developing specific pro-
grams in support of this objective. This objective summarizes a core
set of beliefs, however, which should guide development assistance
programs and U.S. relationships with developing countries general-
ly. It is the intent of the committee to give those beliefs practical
expression through the establishment of pluralism as une of the
four basic objectives of the art.

In expanding beyond current law the mandate for the U.S. for-
eign assistance program to promote democracy and pluralism, the
committee does not intend the Agency for International Develop-
ment to engage broadly in areas of democracy and human rights in
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which other agencies and departments of the U.S. Government
have established expertise and knowledge.

Section 1102(f) establishes various “cross-cutting” guidelines for
the design and implementation of economic assistance programs.
These guidelines are based on two principal tenets: first, the U.S.
development efforts must be guided By broadly accepted concepts of
Jjustice which are deeply rooted in the American culture and politi-
cal system, including equality of opportunity and treatment for all
citizens; and second, that U.S. economic assistance programs should
take advantage of the historical strength of U.S. development expe-
rience and the comparative advantage of American institutions.

In setting forth these guidelines the committee intends to pro-
vide flexibility in the design and implementation of programs in
furtherance of the basic objectives of this title. Nevertheless, the
committee believes that these guidelines represent the values of
the American people and a summary of lessons learned from
almost 40 years of development assistance experience, and as such,
should be applied to the maximum extent possible in planning, im-
plementing, and evaluating U.S. economic assistance activities.

Section 1102(fX1), dealing with participation and consultation,

rovides that those persons who are expected to carry out or bene-
fElt from development projects and programs should participate in
the design and implementation of those activities. Development ex-
perience demonstrates that projects and programs which are di-
vorced from the concerns of the people they are intended to benefit
are generally not effective. For example, irrigation projects de-
signed without taking into consideration the views of farmers or
regard for farm practices and requirements generally result in in-
efficient and wasteful use of irrigation water. Without the partici-
pation of beneficiaries, it is also more difficult to create incentives
to maintain such a system. In child survival activities, mothers’
participation is needed to insure that the interventions proposed
are workable in the social and economic conditions of the local en-
vironment. Similarly, programs affecting workers should involve
consultation with their trade union representatives in the planning
process.

As many evaluations of development projects have indicated,
projects most likely to demonstrate sustained benefits are those
which produce an cutcome that is valued by the intended benefici-
aries. For many types of projects, the probability of success will be
higher if the beneficiaries are able to secure some sense of owner-
ship of the project, or are able to influence the outcome in some
way. Frequently, a local NGO is the best intermediary for securing
such consultation. Participation can take many forms, including
consultation, financial participation, advisory roles, and major
share of management and maintenance responsibility. The degree
and direction of consultation and participation will vary based on
the type of project or its expected outcome. As a general proposi-
tion, however, the committee expects this guidance to be followed
with vigor and constancy. AID’s design and evaluation documents
should clearly reflect the incorporation of this guidance.

Section 1102(fX2) recognizes that women must be an integral part
of all aspects of the development process. The committee acknowl-
edges that cultural and social practices in many countries define
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standards for the treatment of women which differ from those set
forth in this legislation. The committee is convinced, however, that
the objectives of this title can not be achieved without the full and
equal participation of women in the process and in the benefits of
sustainable and broad based economic development. The design
and implementation of sound development programs must reflect
the integral role women already play in the economy.

The committee’s intent in providing this guidance is to highlight
the need for positive social and economic change as J)art of the de-
velopment process. It intends that the agency should be as persist-
ent in its concern for the incorporation of and sensitivity to the
role of women as it is for other aspects of development policy and
proiniams. The committee expects this concern to be fully reflected
in AID’s planning, policy, program, evaluation, and congressional
reporting documents. It can ke accomplished through such actions
as improved collection and use of sex-disaggregated data, improved
access to training opportunities for women, increased efforts to
train mid- and senior-level AID employees on women in develop-
ment issues, and increased efforts to require AID contractors and
grantees, including PVOs, to address women in development issues.
Better measurement of the involvement of women and concern
about impact on women in all public and private organizations in-
volved in overseas development is critical to effective U.S. develop-
ment policy.

Section 1102(fX3) encourages AID to fully utilize nongovernmen-
tal organizations in achieving the objectives of this title. The com-
mittee is conscious of the growth of non-governmental organiza-
tional capacity and interest in promoting broad based, sustainable
economic development. It recognizes the special capability of many
of these organizations for working at the local level in developin
countries. Many NGO'’s already work in partnership with AID, ang
their capacity to assume more sophisticated and complex develop-
mental tasks is growing. Cooperatives, credit unions, and other
PVOs can play a significant role both in introducing free-market
principles and techniques and in exposing individuals and grou
in other countries to the pluralism which is the strength of tlg:
American society.

The committee shares the concern many of these organizations
have for preserving their independence and unique grass roots
character. The committee is encouraged by the growing strength
and competence of these organizations to use their own resources
in concert with the U.S. foreign assistance program to design and
implement development projects. The committee strongly believes
that, in addition to the delivery of particular project outputs such
as potable water or support for entrepreneurial development pro-
grams, NGO’s are uniquely positioned to strengthen the capacity
and organizational power of non-governmental groups in develo
ing societies. Use of NGO’s in this capacity can contribute signfi-
cantly to the promotion of pluralism.

Section 1102(H)(4) highlights the importance of promoting the use
of technology that is appropriate for the available resources of a
country. The committee is cognizant of the vast literature and con-
gsiderable effort by public and private agencies to define and devel-
op appropriate technology. It is the committee’s intent to focus
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AlD’s attention on supporting the introduction of technologies
which advance the objectives of this title. In considering what is
appropriate, economic, social, cutlural, and environmental criteria
must be addressed. The committee stresses the importance of rely-
ing on the private sector for the promotion and dissemination of
appropriate technology, including continuation and expansion of
's current support programs. It also recognizes that govern-
ment policies and institutions have an important role in the devel-
opment and diffusion of appropriate technology. In the long run, a
society’s ability to create and utilize technology appropriate to local
conditions constitutes a major determinant of its evelopment suc-
cess,
Section 1102(fX5), which focuses on collaboration, takes note of
the increasing capabilities and diversity in the developing world
and stresses the need for collaborative efforts toward common de-
velopment objectives. These efforts should include U.S. support for
institutions which permit developing countries to become more
active participants in collaborative efforts, including the United
Nations system and regional organizations. Collaborative efforts to
deal with development issues under the four basic objectives of this
title should include programs with advanced developing countries,
including those which no longer receive concessional development
assistance. It is the committee’s expectation that the executive
branch explore ways to engage these countries in a continuing de-
velopement relationship with the United States which can serve
mutual interests and contribute to solutions to global problems.

Section 1102(fX6), dealing with U.S. utilization of U.S. institution-
al capabilities, highlights the importance of taking advantage of
U.S. institutional capabilities, particularly in science and technolo-
gy and in education and training, in focussing on critical develop-
ment problems. The relationship between investments in science
and technology and development success is clearly established by
experience and analysis of a variety of successful development
casea. Higher economic growth rates are linked to the availability
of advanced technologies appropriate to a country’s resources. Sci-
entific and technological developments have provided the tools for
dramatic reductions in disease and mortality. The green revolution
and continued investments in agricutural science and technology
have contributed to the ability of the world to feed its growing pop-
ulation. As nations become increasingly conscious of threats to the
environment and the long-term resource sustainability of both agri-
cultural and industrial production, the focused application of sci-
ence and technology will become even more critical in finding envi-
ronmentally acceptable means of producing goods and services. In
this context, the social and organizational sciences have to become
integral to the development research agenda.

The committee believes that U.S. economic assistance programs
must continue to exercise strong policy and programmatic leader-
ship in science and technology. U.S. guidance can help to set an
agenda of scientific research which is focused on key constraints to
the achievement of sustainable development while charting a
course through the rapidly changing maze of international science
and technology issues. U.g. assistance should seek out and support
innovative partnerships between U.S. public and private sector in-
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stitutions and emerging institutions in the developing nations in
order to translate knowledge more effectively into viable technolo-
gy, in particular, supporting long term science programs which are
not attractive commercially. :

The committee believes that country programs can be strength-
ened by maintaining centrally funded science and technology pro-
grams. Positive collaboration between central and mission funded
activities has been demonstated in man{ areas and should be
broadened. The committee recognizes that limited resources can be
effectively used by establishing centralized technical expertise on
which country missions can draw.

Education and training also play important roles in increasing
the capacity of people in developing countries to manage their own
affairs, master the intellectual requirements of the modern world,
and exercise informed choice. Retrospective studies of successful de-
veloping countries, such as Korea and Thailand, demostrate the im-
portance of investment in education at all levels. Increased and
training opportunties for women contribute to their economic inte-

ation, improving the health of their children, and to limitin
amily size. Long term higher educational experience in the Uniteg
States by individuals who return to positions of leadership
strenghtens relationships between the United States and develop-
ing countries and contributes to positive policy dialogue over a
wide range of economic and development issues. The notworks
formed by common educational experience also support scientific
and private sector collaborative efforts between the United States
and developing countries.

The committee recognizes that financial constraints limit U.S,
support for education in most developing countries. Priorities must
be established based upon the developing nation’s requirements,
ability to absorb improvements, and receptivity to U.S. involve-
ment in educational programs. The United States has many public
and private educational institutions, training institutions, and non-
profit educational institutions whose abilities and expertise can be
utilized in furthering education and training in the development

process.

Section 1102(f}7) highlights the importance of the United States’
firm and long-standing commitment to promote and encourage in-
creased respect for internationally-recognized human rights, e~ set
forth in the 1948 Universal Declaration of Human Rights, through-
out the world, and that U.S. economic assistance policies and pro-
grams should reflect that commitment. This commitment to human
rights is in keeping with the constitutional heritage of the United
States and with U.S. international obligations as set forth in the
Charter of the United Nations. The committee recognizes that AID,
in the development and implementation of economic assistance pro-
grams, must be respectful of differences in cultural values and na-
tional histories in developing nations but, nonetheless, believes
that U.S. economic assistance programs and policies should reflect
the U.S. commitment to the promotion of respect for human rights.

Section 1102(gX1) states that assistance under this title should be
concentrated in countries which will make the most effective use of
that assistance in promoting the four basic objectives of the title.
Economic assistance should be concentrated in those countries in
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which macro-economic and sectoral polices are conducive to the ef-
fective implementation of foreign assistance programs and projects.
Relevant sectoral policies to be considered include those affecting
environmental, natural resource management, poverty alleviation,
and social and political pluralism, as well as thoge appropriate to
stimulating broad based economic growth. The committee recog-
nizes that assistance may be made available premised on a coun-
try’s intention to modify its policies or otherwive strengthen its ca-
pabilities to use the assistance effectively and that a reasonable
time interval may be required to ascertain the viability of those
changes. The committee expects that the rationale fr provision of
assistance required as part of the annual congressional presenta-
tion materials will reflect a recipient country’s ability to make ef-
fective use of that assistance.

Section 1102(g)(2) stat.s that assistance should be undertaken in
regions of countries which offer potential for successful develop-
ment and should not be provided for if the relevant national or
sector policies are unfavorable to the long term sustainability and
broad impact of the program or project. Stimulating small enter-
prise development in market towns, for example, may provide a
greater return for limited U.S. assistance than would efforts to in-
crease agricultural productivity on marginal lands. The committee
stresses the importance of appropriate public policies conducive to
development progress. The committee believes that 40 years of de-
velopment experience demonstrates that good policy is the founda-
tion for effective, sustainable programs and projects, although it
recognizes that “good” is a relative, not an absolute, standard.
Without progress toward policies consistent with the objectives of
the act, the committee does not believe that recipient nations can
make effective use of economic development assistance.

Section 1102(gX3) states that assistance should focus on those
typels of activities which the United States can provide most effec-
tively. ‘

Section 1102(g)4) requires the President to establish programs in
support of health for all (such as health care initiatives, child sur-
vival activities, access to potable water and basic sanitation, and
basic nutrition, including nutrition programs under Public Law
480) in each country receiving assistance from the United States
that is identified as a child survival priority country, unless he pro-
vides an explanation to the appropriate congressional committees
for not including such programs. A child survival priority country
is a developing country with a mortality rate for children under
five years of age that is greater than 70 deaths per 1,000 live
births,

Section 1102(gX5) requires the President to establish basic educa-
tion programs in each country receiving assistance from the United
States that is identified as a basic education priority country,
unless he provides an explanation to the appropriate congressional
committees for not including such programs. A basic education pri-
ority country is a developing country in which fewer than 80 per-
cent of primary school-age children complete primary education.
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CHAPTER 2—DEVELOPMENT ASSISTANCE

Subchapter A—Development Assistance Authorities

Section 1201—Assistance for development needs

Section 1201(a) sets forth the relationship between the authori-
ties described in this section and the objectives and principles of
section 1102. These authorities are to be used to furnish both devel-
opment and economic support assistance to support long-term de-
velopment in furtherance of the objectives of this title. In the case
of economic support assistance, the objectives and principles set
forth in section 1102 of this legislation apply to the maximum
extent feasible.

Section 1201(b) provides that assistance authorized by this sec-
tion is to be furnished as preject and program assistance.

Section 1201(c) states that the purpose of U.S. development as-
sistance is to support a process of long-term development and eco-
nomic growth in urban and rural areas of developing countries
that is broad-based, participatory, and sustainable, with particular
focus on the poor.

Section 1201(d) is a consolidation of a number of provisions of
current law, including sections 103-106, 116-119, section 126, and
section 531.; It provides 19 specific authorities and one general au-
thority applicable to development assistance. The authorities define
specific program areas and suggest measurable outcomes which
support broad based, sustainable, participatory economic growth in
urban and rural areas of developing countries. These authorities
are broader than current law and permit AID to address complex
development issues in a more comprehensive and flexible fashion.
The authorities direct the President to use development assistance
to promote the following:

(1) Economic policies that advance the four basic objectives
set forth in section 1102, taking into account the need to pro-
tect vulnerable groups;

(2) Increased agricultural productivity, especially food pro-
duction and processing;

(3) Improved health conditions, preventive care programs,
and self-sustaining primary health care systems, with special
emphasis on meeting the needs of mothers and children, in-
cluding increased access to maternel, prenatal, and neonatal
health care initiatives;

(4)Activities utilizing simple, available technologies which
can reduce childhood morbidity and mortality;

(5) Prevention and control of acquired immune deficiency
syndrome (AIDS), with a special emphasis on community-based
education programs focussed on changing attitudes and behav-
ior;

(6) Activities to address the health, education, nutrition, and
other special needs of displaced children who have been aban-
doned or orphaned as a result of poverty, or man-made or nat-
ural disaster;

(1) Voluntary population planning, including increased
‘access to voluntary family planning services;
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(8) Improved quality and increased availability of education-
al opportunities;

(9) Environmentally sound, sustainable resource manage-
ment, including projects in agricultural production and proc-
essing, forestry management, land and water management,
and preservation of biological diversity.

(10) Increased respect for internationally recognized human
rights and the rule of law;

(11) Improved performance of institutions of democratic gov-
ernance, and the growth of independent associations;

(12) More efficient energy systems;

(13) Expanded availabilitly; and improvements in the quality
of basic infrastructure, such as shelter, water, and electricity;

(14) The development of income-generating opportunities,
with special emphasis on the promotion of small and micro-en-
terprises;

(16) Improved management accountability of public and pri-
vate institutions;

(16) Basic and applied research relevant to overcoming con-
straints to broad based, sustainable develo ment;

(17) Research and projects to devise an support new strate-
gies to attack transnational threats that endanger the security
and social and economic well-being of individu nations of the
.global community;

(18) Programs to increase awareness of the effects of produc-
tion and trafficking of illicit narcotic and psychotropic drugs
and to reduce illicit narcotic and psychotropic cultivation by
stimulating broader development opportunities; and

(19) Other means of promoting a process of long-term devel-
opment and economic growth that is broad-based, participar-
tory, and sustainable, with particular focus on the poor.

Section 1202—Authorizations of appropriations

Section 1202 authorizes to be appropriated $1.077 billion for
fiscal year 1992 and $1.027 billion for fiscal year 1998 for the pur-
poses of carrying out this chapter.

Section 1208—Funding for health, child survival, AIDS, and Vita-
min A deficiency activities

Section 1203(a) earmarks $327 million for health, child survival,
and AIDS prevention and control activities for each of fiscal years
1992 and 1993. Within this total, the section establishes fundin
targets of $135 million for health, $130 million for child survivj
actitities, and $62 million for AIDS prevention and control pro-
grams in each fiscal year. In addition, the committee urges that
AID allocate at least $250 million from all itg funding sources for
child survival activities in fiscal years 1992 and 1993. Section
1203(b) earmarks $12 million in fiscal year 1992 and $15 million in
1993 for activities to prevent Vitamin A deficiency through nutri-
tion, nutrition supplementation, and other related programs.

Section 1204—Assistance for population planning

Section 1204 revises section 104(b) of current law. It maintains a
functional account for population and family planning, authorizing
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$300 million for fiscal year 1992 and $350 million for fiscal year
1993 for these purposes. Section 1204(d) provides that the amounts
available for population assistance shall not be reduced by a great-
er proportion than other development actitities in order to meet
other earmarks.

The committee recognizes that the world’s population continues
to grow by approximately 95 million a year, with much of this
growih occurring in the poorest countries, and with population
rressure contributing to environmental devastation, famine, eco-
nomic stagnation, and political and social instability. At the same
time, the World Bank estimates .hat an average fertility rate of 2.4
children, which at current death rates will bring eventual popula-
tion stabilization, can be achieved by the year 2000 if the propor-
tion of couples in developing countries using contraception in-
creases from the current 40 percent to 72 percent. This goal can be
reached through a mixture of bilateral and international popula-
tion assistance to make voluntary family planning services univer-
gally available. The United States has long been a leader in pro-
moting the right to voluntary family planning, and the committee
expects that U.S. assistance activities will continue to emphasize
and support extension of voluntary family planning programs, as
well as other activities to build motivation for smaller families.

Section 1205—Funding for the United Nations Population Fund

Section 1205 earmarks $20 million or 16 percent of the amount
appropriated for section 1204 (whichever is less) for a U.S. contribu-
tion to the United Nations Population Fund (UNFPA). The contri-
bution skall be subject to the following conditions which ensure
that U.S. funds are used only to support voluntary family planning
programs and will not be available for programs in China or for
any abortion activites;

(1) The UNFPA shall be required to maintain these funds in
a separate account and not comingle them with other funds;

(2) None of these funds shall be made available for programs
for the People’s Republic of China; and

(8) an agreement between the United States and the UNFPA
obligating these funds include a provision expressly stating
that the full amount of the U.S. contribution will be refunded
if any U.S. funds are used for any family planning programs in
the People’s Republic of China or for abortions in any country.

Section 1206—Nongovernmental organization family planning as-
sistance

Section 1206 provides that economic assistance funding, includ-
ing assistance under Title I, and assistance provided through the
Development Fund for Africa and the Multilateral Assistance Initi-
ative for the Philippines shall not be denied to nongovernmental or
multilateral organizations on the basis of any criterion that is not
applicable to foreign governments that receive such funds.
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Subchapter B—Special Fo¢us.‘Pfogtams and Activities -

Section 1221—Assistance for human rights and democratic initia-
tives ' ‘

Section 1221 establishes the framework by which the United
States may provide assistance to governments and NGOs to pro-
mote democracy and respect for human rights. Section 1221(a) au-
thorizes the President to use funds made available for development
assistance, economic support assistance, and the Development
Fund for Africa for programs and activities to promote increased
respect for internationally-recognized human rights, improve the
performance of institutions of democracy, and otherwise promote
the objective of democracy. The programs and activities authorized
under this section are an expansion of current law, including sec-
tion 116(e), the human rights fund, and section 534, the administra-
tion of justice program, of the Foreign Assistance Act.

Section 1221(b) elaborates on the specific programs and activities
for which funds may be authorized including: to enhance the inde-
pendence and performance of institutions of democratic governance
including judicial, electoral and legislative processes; to encourage
the growth and organizational capabilities of independent associa-
tions such as trade unions, professional, civic, business, community,
political and other organizations; to increase respect for interna.
tionally-recognized human rights and the rule of law; to support
victims of human rights abuses, including the provision of legal
services and rehabilitation services for victims of torture; to sup-
port organizations seeking to bring to Jjustice the perpetrators of
such abuses; to support a free and independent press; to provide
legal training and materials; and to support the revision and mod-
ernization of legal codes and procedures.

Section 1221(c) describes the eligible recipients of assistance
under this section. Assistance may be furnished to countries and
organizations, both public and nongovernmental, including nation-
al, regional and international organizations. In recognition of the
effectiveness of existing U.S. NGO activities to promote democracy
and human rights throughout the world, and in acknowledgment of
the importance of similar indigenous efforts in developing and
other countries, the committee requires that a substantial portion
of the funds be provided to and through NGOs.

Section 1221(d) continues a prohibition in current law, section
116(e), relating to elections. Assistance furnished under this section
may not be used to influence the outcome of any election in any
country. The committee intends that this language prohibit the fi-
nancing of campaigns or candidates for public office. This prohibi-
tion does not preclude efforts to ensure free, fair and open electoral
processes. Assistance may be provided to: strengthen the political
process and political institutions; register voters and ensure voter
participation in elections; ensure equitable access to media outlets;
develop democratic election laws; monitor elections; and support
other efforts to “level the playing field” in those countries where
democratic political forces are at a distinct disadvantage in relation
to the government. The committee is sensitive to potential pitfalls
in this area and cautions against identification of the United States
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with narrow political interests through the provision of U.S. eco-
nomic assistance to only one political tendency within any country.

Section 1221(e) limits the use of assistance for the Development
Fund for Africa provided under this section to countries in sub-Sa-
haran Africa.

The committee notes that AID this year declared the promotion
of democracy to be one of its primary functions and wholeheartedly
endorses the use of foreign aid for such purposes. Yet, the commit-
tee remains concerned about the apparent lack of executive branch
coordination in devising and structuring, as well as funding, U.S.
support for democracy abroad. As viewed by the committee, there
appears to be significant overlap and fragmentation among the var-
jous U.S. funded agencies involved in the promotion of democracy,
namely the Department of State, the National Endowment for De-
mocracy, the United States Information Agency and the Agency for
International Development. The committee strongly urges greater
coordination by the executive branch to ensure that the appropri-
ate agencies are utilized and funded to carry out the various pro-
grams.

The committee is further troubled by the fact that AID proposes
to involve itseif in activities within the traditional purview of
USIA and NED. 7o ensure that U.S. asistance for democratic devel-
opment is implemented in a coordinated and effective manner, the
committee urges and expects AID to engage in regular consulta-
tions and active cooperation with USIA and NED and to utilize
those agencies to implement programs authorized under this sec-
tion.

The committee believes that AID has developed and managed
successfully projects designed to strengthen the capacity and ac-
countability of governmental institutions of democracy such as leg-
islatures, judiciaries, electoral systems, and local government, and
that the agency’s strength lies in this area.

The committee believes that USIA has successfully designed and
implemented programs in support of democracy overseas in the
fields of information, education, and culture. The committee be-
lieves that USIA should plan and implement those programs au-
thorized under this section that deal with these aspects of demo-
cratic development and in which that agency has a proven capabil-
ity of performance.

In general, however, the committee believes that support for the
non-governmental institutions of civil society authorized under this
gection is best left to the National Endowment for Democracy. Be-
cause the committee believes that great care must be taken to
structure U.S. democracy assistance programs so as to minimize po-
litical and diplomatic interference in them, the committee believes
that it would be a great mistake for AID to become involved in di-
rectly assisting political parties or groups in civil society that have
explicitly or potentially political missions and that risk coming into
conflict with their governments. NED is a non-governmental entity
with a proven track record of grant-giving to_private, politicall
active organizations, parties, institutions or media whose independ-
ence from government is essential to their work. The committee
strongly urges AID to fully utilize this experience, expertise and in-
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dependence in the planning and implementation of programs au-
thorized under section 1221.

Section 1222—Development education

Section 1222 rewrites section 816 of the International Security
and Development Cooperation Act of 1980, generally referred to as
the “Biden-Pell” development education provision. This provision
authorizes the use of development assistance, economic support as-
sistance, and Development Fund for Africa assistance to support
development education programs within the United States. It calls
for emphasis on programs conducted by PVOs and cooperatives to
educate U.S. citizens about the issues involved in international de-
velopment and the importance to the United States of developing
countries. It is the committee's expectation that this program
should continue to be administered as a competitive grant pro-
gram, with funding based on objective review and ranking of all
applications.

Section 1223—Strengthening the capacity of nongovernmental orga-
nizations, including research and educational institutions

Section 1223 rewrites section 122(d) of current law. It authorizes
the use of development assistance, economic support assistance,
and assistance for the Development Fund for Africa, to assist non-
governmental organizations, including U.S. research and education-
al institutions, to strengthen their capacity to develop and carry
out programs concerned with economic and social development in
developing countries.

Section 1224—Microenterprise development

Section 1224, nearly identical to H.R. 1608 reported on April 18,
1991, by the Subcommittee on International Economic Policy and
Trade, authorizes a program to support microenterprise develop-
ment,

This legislation was drafted to address three matters in AID's
current microenterprise program which came to the attention of
the committee through two hearings and a GAO report:

(1) AID was not targeting its program to reach the poorest of
the poor or women;

(2) AID’s average loan size was above $300 (generally speak-
ing, small-dollar lending is seen as an effective way to reach
the very poor, as only the poorest are interested in such small
loans); and,

(3) AID did not have a system to track detailed information
concerning its microenterprise credit activities,

This section reflects the efforts of the committee to understand
the constraints facing AID and those who implement microenter-
prise programs in reaching the poorest of the poor. The committee
recognizes that access to credit alone may not be appropriate or
sufficient for generating opportunities for successful microenter-
prise development. The committee embraces AID’s current four-
pronged approach aimed at providing credit, institutional strength-
ening, training and technical assistance, and policy reform. Howev-
er, the committee believes that “poverty lending” (loans of $300 or
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less) should be an essential component of AID’s overall microenter-
prise activities. :

Within its general authority to conduct microenterprise activi-
ties, the legislation calls upon AID to devote a portion of its work
to poverty lending activities. The legislation lays out reasonable
benchmarks for funding poverty lending activities over the next 2
fiscal years. AID is directed to disburse $20 million for loans of
$300 or less in fiscal year 1992 and $30 million in 1993, leaving $65
million in fiscal year 1992 and $55 million in fiscal year 1993 for
other microenterprise uctivities including loans greater than $300.

Section 1224(a) contains findings concerning microenterprise de-
velopment.

Section 1224(b) establishes the purposes of the microenterprise
program as providing for continued and expanded AID commit-
ment to microenterprise development, increasing the amount of as-
sistance for credit activities that reach the poorest sector of devel-
oping countries and increasing the percentage of such credit to go
to women.

Section 1224(c) sets forth the general authority to provide assist-
ance for programs of credit and other assistance for microenter-
prise, including direct credit activities and institutional develop-
ment of indigenous financial intermediaries, technical assistance,
training, and policy reform. These activities shall be carried out
primarily through indigenous financial intermediaries and private
and voluntary organizations that are oriented toward working di-
rectly with the poor and women.

Section 1224(d) requires AID to establish criteria for determinin,
eligible financial intermediaries. The criteria to be considered sh
include the extent to which:

(1) the recipients of credit lack collateral; .

(2) the recipients of credit do not have access to the local
formal financial sector;

(3) the recipients of credit have relatively limited amounts of
fixed assets;

(4) the recipients of credit are among the poorest people in
the country; . :

(5) interest rates charged by the intermediary reflect the real
cost of lending;

(g) the intermediary reaches women as recipients of credit;
an

(7) the intermediary is oriented toward working directly with
the poor and women.

Section 1224(e) directs that a significant portion of assistance
made available by this section be used to support direct credit as-
sistance by, and the institutional development of, financial inter-
mediaries with a primary emphasis on assisting people living in ab-
solute povertg, especially women.

Section 1224(f) directs the AID Office of Small and Microenter-
prise Development, working in consultation with AID’s Women in
Development Office, to include in its annual action plans a strategy
for increasing the access of women in developing countries to credit
and other microenterprise development activities, with the goal of
increasing to at least 50 percent the percentage of microenterprise
credit that goes to women.
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Section 1224(g) lists the various funding sources for assistance
under this section, including from sources of local currency.

Section 1224(h) authorizes economic assistance to be provided as
loans retpayable in local currencies, in order to generate local cur-
rencies for use in providing microenterprise assistance.

Section 1224(i) provides that local currencies used under this sec-
tion shall not be subject to the requirements of section 1306 of title
31 USC, or any other laws governing the use of foreign currencies
owned by, owed to, or accruing to the United States.

Section 1224()) provides that no less than $85 million shall be
used for microenterprise assistance in each of the fiscal years 1992
and 1993. Of that amount, no less than $20 million shall be used in
fiscal year 1992 and $30 million in fiscal year 1993 to support loans
having a purchasing power equal to or less than $300; of which, to
the maximum extent practicable, initial loans should have a pur-
chasing power equal to or less than $150; assistance toward finan-
cial intermediaries whose lending levels meet this criteria can be
counted toward this sub-earmark of funds. For the purpose of re-
porting requirements, AID and financial intermediaries are not re-
quired to track loans of $150 or less. The language regarding initial
loans was included to encourage AID and indigenous organizations
to work with the very poorest sectors of the developing world.

Section 1224(k) directs AID to develop a system to monitor mi-
croenterprige activities, including effectiveness in reaching the poor
and women and impact on economic development in each benefici-
ary country. In developing this system, AID shall consult with the
appropriate congressional committees and with PVOs.

gection 1224(1) requires AID to report to the Congress annually
on its microenterprise development activities, including the agen-
cy’s strategy for complying with the minimum funding require-
ments.

Section 1225—Private voluntary organization activities

Section 1225(a) contains findings that participation of poor people
in development activities can be assisted through an increase in ac-
tivities carried out through PVOs and cooperatives. Section 1225(b)
earmarks $275.4 million of the amount authorized for development
assistance and assistance from the Development Fund for Africa in
each of the fiscal years 1992 and 1993 for activities of private vol-
untary organizations which promote the basic objectives set forth
in section 1102,

Concerns about Appropriate Technology International

The Committee on Foreign Affairs continues its strong interest
in the activities of Appropriate Technology International (ATI), a
development organization established and funded by AID pursuant
to section 117 of the Foreign Assistunce Act. The committee su
ports the provision of Public Law 101-518 which directs that A
qualify for development assistance funds available to U.S. private
and voluntary organization, and is pleased that confirmation of
that status was received in May 8, 1991, correspondence to the
committee. The committee also supports the provision of that law
which provided an additional $1 million to leverage ATI’s resources
and capabilities with other donor organizations and believes that



89

AID glsguld provide an additional $2 million or more during fiscal
year 1992,

ATI has developed a unique capability to identify the policy envi-
ronment and technological needs of small entrepreneurs in devel-
oping countries and in assisting them to become more productive.
ATI is focusing its resources on technology solutions that can be
commercialized and transferred to a critical mass of small entre-
preneurs. The committee believes that ATI has developed an ap-
proach to small entrepreneur development that is worthy of being
shared with, and would benefit from collaboration with, other orga-
nizations in other countries. The committee believes that such col-
laboration would further the development process.

Therefore, the committee calls on ATI to explore the creation of
a multinational consortium of appropriate organizations to build a
concerted global effort to serve small producers and entrepreneurs.
Specifically, the goal of the consortium should be to help small pro-
ducers to develop new and appropriate technologies, as well as or-
ganizational and financial capacities, and to overcome major exter-
nal barriers that constrain this central and exceptionally vital part
of developing societies.

This international project would seek to develop, demonstrate,
and spread new solutions that would allow small producers, who
lack the staff capability of large economic units, to compete and
contribute more effectively. Since the purpose of the project is en-
trepreneurial problem-solving and not on-going administration, it
should be organized in a manner designed to maximize entrepre-
neurial behavior and for a specific period of time, probably 10
years. The project should be supported by a consortium of organiza-
tions that is broadly representative but all of whose members sub-
scribe to the entrepreneurial goals and organization of the project.
There should be representation from North America, Europe,
Japan and major developing countries.

Activities of the proposed project would include:

(1) development, dissemination, and commercialization of
technologies relevant to developing country needs;

(2) multiple interventions in the way particular commodities
are produced, processed, marketed and sold;

(3) alternative funding mechanisms for small enterprises, in-
cluding venture capital; and,

(4) technology dissemination for improved natural resources
management by small entrepreneurs.

Within 2 years, Appropriate Technology International should
submit a report on the project to the House Committee on Foreign
Affairs, the Senate Committee on Foreign Relations, and the House
and Senate Appropriations Committee.

Subchapter C—Other Authorities and Requirements

Section 1241—Impact of development assistance on environment
and natural resources
Section 1241 retains section 117(c) of current law requiring envi-

ronmental impact statements and adds a new subsection (a) which
reflects current practice within AID in requiring environmental ex-
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aminations or reviews of all development assistance projects and
programs.,

AID presently has environmental regulations (22 CFR 216), pat-
terned on Council on Environmental Quality guidelines issued
under the National Environmental Policy Act, which satisfy the re-
quirements of this section. The committee does not intend AID to
modify these regulations without congressional consultation and
formal notice and public comment on any proposed changes.

Exception to the requirement of initial environmental examina-
tions, environmental assessments and impact statements is author-
ized for emergency conditions and where compliance would be seri-
gusly detrimental to the foreign policy interests of the United

tates.

Section 1242—Cost sharing

Section 1242 rewrites section 110 of current law. It states that a
country receiving economic assistance should contribute an appro-
priate share of the costs of the project or program for which assist-
ance is furnished in order to ensure local commitment to and sus-
tainability of these activities. A country may bear such costs on an
“in kind” basis.

Section 1243—Assistance limited to economic programs

Section 1243 reflects section 531(e) of current law. It provides
that development assistance, economic support assistance, and as-
sistance for the Development Fund for Africa may not be used for
military or paramilitary purposes.

CHAPTER 3—ECONOMIC SUPPORT ASSISTANCE

Section 1301—Assistance under special economic, political, and se-
curity conditions

Section 1301 provides basically the same authorities as section
531(a) of current law. It renames the economic support fund (ESF)
as economic support assistance (ESA). Like current law, this sec-
tion states that under special economic, political, or security condi-
tions, U.S. national interest may require economic support for
countries in amounts which could not be justified under develop-
ment assistance. In such cases, the President is authorized to fur-
nish assistance to countries and organizations in order to promote
economic or political stability. To the maximum extent feasible,
such assistance shall be furnished consistent with the four basic ob.
jectives set forth in section 1102 and the authorities specified in
sections 1201(c) and (d) of this legislation.

Section 1302—Authorizations of appropriations

Section 1302 authorizes $3,322,500,000 for each of fiscal years
1992 and 1993 for economic support assistance.

The following table shows the executive branch request for eco-
nomic support assistance for fiscal year 1992 and the committee
recommendations for fiscal years 1992 and 1993.
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ECONOMIC SUPPORT ASSISTANCE
_[in milions of doiars)
Fiscal yoar—
Europe/Middle East: .
lsrael 1,200.0 11,200.0.
Egypt 8150 18150
Cyprus 30 1150°
Portugal 400 400
Turkey 150 1900
Jordan 300 300
Lebanon 20 140
ME Regional 60 1170
Oman 150 15.0
Irefand 0 1200
Baltics 0 1150
West Bank/Gaza 120 1160
Subtotal 2,198.0 2,361.0
Asia:
Afghanistan 300 300
Pakistan 100.0 0
Cambodian resistance 50 250
Phifippines 1200 1200
Fiji 03 - 07
Indonesia 50 50
Afected Thai villages 25 25
South Pacific 10.0 110.0
Subtotal 2728 11.32
Alrica:
Moroceo 120 120
Ivory Coast 40 40
Djibouti 30 30
Nambia 50 50
Senegal 30 30
Seychelles 33 33
Tunisia 30 30
Africa Regional . 100 3100
Subtotal 433 43
Latin America:
Bolivia 250
Costa Rica 200 200
Dominican Republic 50 45,0
£l Salvador 1200 1200
Guatemala 300 4300
Guyana 20 430
Haiti 0 20
Honduras 500 500
Jamaica 150 150
Nicaragua 150.0 1500
Panama 100. 100
Caribbean Regional 30 30
LAC Regional 99 99
Andean Initiative 250.0 43000
Central American relugees 0 8(25.0)
Subtotal 139 1399
Total, ESF. 3,2280 33225

+ Earmarked for FY 1992 and FY 1993,
is earmarked from

% $5 mifion for Cambodian chi
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8§25 mition for

American refugees is earmarked from available ESF for fiscal year 1992 and 1993
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Section 1303—Purchase of United States goods and services

Section 1303 mirrors a provision adopted by the committee in
1989 in H.R. 2655.
~ Section 1303(a) provides that economic support assistance should
be provided principally through commodity import programs,
project assistance, sector programs, or the provision of U.S. goods
and services. The purpose of this section is to ensure that such cash
transfers do not have the effect of enabling countries to increase
their purchases of non-U.S. goods and services at the expense of
U.S. goods and services.

Section 1303(b) provides that assistance may be provided as a
cash transfer only pursuant to an agreement requiring the recipi-
ent country to spend an amount equal to the amount of the cash
transfer on the puchase of U.S. goods and services. However, this
requirement shall not prevent a country from purchasing with the
Ue.(é. cash transfer goods and services produced in that country. The
committee intends that only purchases made by the government of
the recipient nation shall be considered in determining whether
that government is spending an amount equal to the amount of the
cash transfer in the United States. Private transactions between
purely commercial entities in the United States and the recipient
country are not to offset the requirement for recipient government
purchases of U.S. goods and services. U.S. goods purchased pursu-
ant to such an agreement shall be deemed to have been furnished
in connection with funds advanced by the United States, the effect
of which is to require that fifty percent of such goods be transport-
ed on U.S. flag vessels. The President shall ensure that purchases
of U.S. goods pursuant to such agreements, and the ports of depar-
ture, are distributed equitably throughout the United States. The
U.S. goods purchased pursuant to such agreements shall be U.S.
goods which are available in the United States at fair prices.

Section 1303(c) requires that each agreement pursuant to which
a cash transfer is provided shall include provisions to ensure that
representatives of the General Accounting Office have access to the
records and personnel necessary to monitor and audit such transac-
tions.

Section 1303(d) exempts from the requirements of this section
any country which:

(1) receives less than $25 million of economic support assist-
ance cash transfers in any fiscal year;

(2) as of April 1, 1989, was receiving economic support assist-
ance cash transfers and has an agreement with the United
States under which the country agrees (a) to spend an amount
equal to the amount of the cash transfer on the purchase of
U.S. goods and services, and (b) to carry 50 percent of all bulk
shipments of U.S. grain on privately owned U.S.-flag commer-
cial vessels, to the extent such vessels are available at fair and
reasonable rates; and, (c) to purchase U.S. grain at levels com-
parable to levels purchased in prior years; except that a coun-
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‘try shall be exempted pursuant to this clause only as long as
the country continues to agree to those conditions;

" (8) as of the effective date of this section, has an agreement
with the United States requiring that the country spend an
amount equal to the amount of any economic support assist-
ance cash transfers to purchase U.S. goods and services; except
that a country shall be exempted only so long as it continues
to agree to that condition and any U.S. goods purchased pursu-
ant to such agreement shall be deemed to have been furnished
in connection with funds advanced by the United States. The
intent of this provision is to encourage cash tranfer recipients
to enter, as soon as possible, into agreements regarding the
purchase of U.S. goods and services as required in subsection
(b) in order to prevent any gap in the provision of cash trans-
fers. The committee notes that there is no difference between
the requirements and obligations imposed by subsection (dX3)
and those imposed by subsection (b).

Section 1303(e) authorizes the President to waive the require-
ments of this section with respect to a country if he determines
that it is important to the national interest. Any such waiver shall
be reported to the Committee on Foreign Affairs of the House of
Representatives and the Committee on Foreign Relations of the
Senate. The committee intends that this Presidential waiver au-
thority be exercised in only such extraordinary circumstances that
the national interests of the United States would be seriously dam-
aged if the provisions were not waived. The committee expects to
receive sufficient prior notification of any Presidential waiver of
the requirements of subsection (b).

Section 1303() defines the term “United States goods” as goods
and commodities grown, processed, produced, or manufactured in
the United States.

CHAPTER 4—VOLUNTARY CONTRIBUTIONS TO INTERNATIONAL
ORGANIZATIONS AND PROGRAMS

Section 1401—Authority to provide assistance

Section 1401 rewrites section 301(a) of current law to authorize
the provision of voluntary contributions to international organiza-
tions and to programs administered by international organizations
in order to promote the fcur basic objectives contained in section
1102 and to otherwise support such organizations and programs.

Section 1402—Authorization of appropriations

Section 1402 revises section 302 of current law. Section 1402(a)
authorizes $300.612 million for fiscal year 1992 and $318.712 mil-
lion for fiscal year 1993 to carry out this chapter.

Section 1402(b) earmarks $125 million in fiscal year 1992 and
$135 million in fiscal year 1993 for the United Nations Develop-
ment Proiram (UNDP); $83 million in each fiscal year 1992 and
1993 for the United Nations Children’s Fund; $18 million in fiscal
year 1992 and $25 million in fiscal year 1993 for the U.N. Environ-
ment Program; $18.362 million each fiscal year 1992 and 1993 for
the International Fund for Agricultural Development (IFAD); $4
million in fiscal year 1992 and 1993 for the IFAD Special Program
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for Africa; $500,000 in fiscal year 1992 and $1 million in fiscal year
1993 for the United Nations University; and $600,000 in fiscal year
1993 for the Organization of American States to establish an elec-
tronic network for exchange of science and technology information
among universities located in member countries, to be additional to
the fiscal year 1993 contribution from the United States for general
support.

In earmarking funding for the United Nations University, the
committee intends that a modest amount of the funds be used to
support the Institute for Natural Resources in Africa INRA).

The committee has departed from its practice of recent years of
earmarking on an organization-by-organization basis. In giving the
executive branch greater flexibility in the allocation of remaining
funds in this account, the committee notes its support for main-
taining a U.S. contribution to organizations which were funded for
fiscal year 1991 but for which there is no executive branch request
for fiscal year 1992,

The committee also supports continued and adequate U.S. fund-
ing for the U.N. Development Fund for Women (UNIFEM) and the
International Research and Training Institute for the Advance-
ment of Women (INSTRAW)

The committee requests that the President urge the World Herit-
age Program, administered under the auspices of the World Herit-
age Convention, to expend $190,000 to enable the National Parks
Service Office of International Affairs to offer technical assistance
to developing countries with internationally significant heritage
sites that are threatened or endangered.

The committee further requests the President to urge the U.N.
Environment Program to increase its cosponsorship of the 1992
Fourth World Congress on National Parks and Protected Areas by
providing sufficient sums to enable Parks International to provide
to the Cognress the services of a marine consultant and to develop
and sponsor a cost recovery workshop at the Congress.

Section 1403—Condition on contributions to the International
Atomic Energy Agency

Section 1403 reflects the provision currently in appropriations
legislation, and also carried in H.R. 26565 and H.R. 1792, permitting
a U.S. contribution to the International Atomic Energy Agency
(IAEA) only if the Secretary of State determines and reports to
Congress that Israel is not being denied its right to participate in
IAEA activities.

Section 1404—Withholding of U.S. proportionate share for certain
programs of international organizations

Section 1404 reflects section 307 of current law. It provides that
no U.S. funds shall be available for the U.S. proportionate share
for programs for Libya, Iran, Cuba, or the Palestine Liberation Or-
ganization (PLO) or entities associated with it. It states that funds
not made available pursuant to this section shall remain available
for use under this chapter.
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Section 1405—Restriction on contributions to United Nations Relief
and Works Agency

Section 1405 restates section 301(c) of current law. It permits no
U.S. contribution to the United Nations Relief and Works Agency
(UNWRA) unless all possible measures are taken to assure that no
part of a U.S. contribution be used to furnish assistance to any ref-
ugee who is receiving military training as a member of the PLO or
any other guerrilla-type organization, or who has engaged in any
act of terrorism.

Section 1406—Reports on international organizations

Section 1406 rewrites section 306 of current law. Section 1406(a)
requires that the reports on all U.S. cash contributions to interna-
tional organizations be submitted within 9 months after the end of
the fiscal year to which they relate. Section 1406(b) requires an
annual report on all U.S. voluntary contributions to international
organizations during the previous fiscal year from all sources and
including all cash and “in kind” contributions.

Section 1407—Auditing of accounts of international organizations

Section 1407 reflects section 301(d) and (e) of current law. It di-
rects the President to support the establishment of independent
audit capabilities in the United Nations and its affiliated organiza-
tions and in the multilateral development banks.

Section 1408—Integrction of women

Section 1408 rewrites section 305 of current law. It requires the
President to instruct U.S. representatives to international organi-
zations to encourage and promote the integration of women into
the national economies of member or recipient countries and into
professional and policy-making positions within these organiza-
tions.

Staffing in international organizations

The committee remains concerned regarding the representation
of U.S. citizens among the personnel of international organizations
in the United Nations system. While the Department of State has
increased its efforts to identify and place qualified Americans in
vacancies in U.N. organizations, such efforts have not resulted in
significant increases in the numbers of Americans selected. In fact,
in many cases, the percentages of Americans in these organizations
has fallen in recent years.

The committee is also concerned with the methods used by cer-
tain U.S. specialized agencies to determine the percentage of em-
ployees deemed appropriate from each member state. In ‘many
cases, the committee understands that these percentages are far
lower than the goals for regional distribution of employees set
under normal U.N. guidelines. To remedy this situation, the com-
mittee believes that the subject of U.S. employment opportunities
should be raised as a high priority issue in U.S. relations with
international organizations and should be considered as the United
States evaluates its contribution priorities in future years.
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CHAPTER 5—GUARANTEE PROGRAMS

Section 1501—Housing and urban development guarantee program

Section 1501 rewrites sections 221-223 of current law which pro-
vide the authorities for the Housing Guarantee Program. In main-
taining the basic program, section 1501 updates or eliminates many
outdated provisions.

Section 1501(a), which sets forth findings and policy, is virtually
identical to section 221 in current law, except that the scope of the
program is broadened beyond just shelter to also include “urban
services”. This language reflects the committee’s awareness that
human settlements may require urban services such as sewage and
irrigation systems for safe habitation.

Section 1501(b) authorizes the President to issue guarantees and
section 1501(c) authorizes the issuance of regulations related to eli-
gible lenders and terms of the guarantees. These two sections
repeat the language of section 222(a) of current law, with the addi-
tion of the codification of the current practice that guarantees
shall cover one hundred percent of principal and interest.

Section 1501(d) outlines the specific types of shelter and urban
services authorized to be provided under this legislation, including
projects which provide home sites for poor families on which to
build shelter, expanding existing shelter sites, slum upgrading
projects, comrmunity facilities to improve urban services, shelter for
low income people designed for demonstration purposes, and urban
services which will directly aid the poor. This language is virtually
identical to section 222(b) of current law, except that the focus on
“ghelter” has been expanded to “urban services.” Again, this lan-
guage reflects the committee’s awareness that human settlements
may require urban services such as sewage and irrigation systems
for safe habitation.

Section 1501(e) instructs the President to prescribe the maximum
interest rate allowable to the eligible investor. This section is simi-
lar to section 223(f) of current law.

Section 1501(f) raises to $50 million the face value of guarantees
issued in any fiscal year to any one country. This is an increase
from $256 million set in section 223(j) of current law.

Section 1501(g) raises the average face value of guarantees issued
under this section in any fiscal year to $25 million. This is an in-
crease from $15 million set in section 223(j) of current law.

Section 1501(h) raises to $3.4 billion the maximum total principal
of guarantees outstanding at any one time from the $2.558 billion
set in section 222(a) of current law.

Section 1501(i) states that the total principal amount of guaran-
tees issued for any fiscal year shall be comparable to the amount
issued in 1984 ($150 million). This language is similar to section
222(k) of current law.

Section 1501(j) states that new guarantees shall be issued only to
the amount covered by an appropriation act.

Section 1501(k) prohibits the payment of any claim arising due to
fraud or misrepresentation. This language is virtually identical to
section 223(h) of current law.
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Section 1501(1) authorizes the Administrator to charge fees for
guarantees. This language is similar to section 228(a) of current
law.

Section 1501(m) permits the use of fees collected under this sec-
tion to partially offset the cost of guarantee obligations. Fees were
formally used to offset the cost of administering the guarantee pro-

gram.

Section 1501(n) directs that fees collected, earnings on those fees,
and other income be placed in a finance account to be maintained
by the Treasury, which may be used for the purposes specified in
section 1501(m). The finance account replaces the revolving fund in
section 223(b) in current law. This reflects compliance with the
Federal Credit Reform Act of 1990 which eliminates all revolving
funds maintained by the Treasury.

Section 1501(o) establishes the order to draw upon funds to dis-
charge liabilities under this section. This language is similar to sec-
tion 223(c) of current law.

Section 1501(p), virtually identical to section 223(d) of current
law, pledges the full faith and credit of the United States for guar-
antees issued under this section.

Section 1501(q)(1) authorizes the appropriation of $2 million in
fiscal year 1992 and $8.1 million in fiscal year 1993 to pay for the
cost of guarantee obligations under this section with a face value of
$150 million for each fiscal year. The rather large increase to $8.1
million for fiscal year 1993 reflects the fact that the administering
agency will be operating in countries which are a greater credit
risk. Through consultations with the administering agency, it is ex-
pected that the Agency shall distribute guarantees as follows: for
fiscal year 1992, $10 million for Portugal, $1 million for Morocco,
$9 million for Tunisia, $25 million for Pakistan, $25 million for In-
donesia, $25 million for India, $5 million for Paraguay, $25 million
for Czechoslovakia and $25 million for Turkey; for fiscal year 1993,
$10 million for Portugal, $10 million for Morocco, $10 million for
Tunisia, $25 million for India, $10 million for Paraguay, $10 mil-
lion for Chile, $25 million for Hungary, $25 million for Thailand
and an additional $25 million for either India or Indonesia.

Section 1501(q)(2) authorizes the appropriation of administrative
expenses of $8.5 million for each fiscal year 1992 and 1993.

Section 1501(r) states that the term eligible investor has the
same meaning that term is given in section 3211(8) of this act and
in section 238 of current law, which is a U.S. citizen or a U.S.
owned corporation.

Section 1501(s) extends the operating authority of this section to
September 30, 1993.

Section 1501(t) states that guarantees issued under previous
guarantee authority shall continue subject to the provisions of law
applicable to those guarantees. This language is similar to section
223(g) of current law.

Section 1502—Private sector guarantee program

Section 1502 replaces section 108 of current law, which provides
the authority for the Private Sector Revolving Fund.
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Section 1502(a) contains congressional findings and policy con-
cerning the role of U.S. assistance activities in supporting the de-
velopment of private enterﬁrise in developing countries.

Section 1502(b) sets forth the types of activities which may be
supported under this program and states that activities must be
consistent with the objectives outlined in section 1102. The pro-
gram activities should address credit imperfections and shoultf be
primarily directed toward making credit and support services avail-
able to small business enterprises and cooperatives which are not
otherwise available to them.

The committee recognizes thai gua antees and loans can be im-
portant to increase the flow of capital and credit to encourage the
privatization of state-owned enterprises into small, private sector
entities.

This section also states that it is appropriate for the U.S. private
sector to engage in projects to meet the needs of developing coun-
tries.

Section 1502(cX1) provides the President with the authority to
issue guarantees for loans provided by intermediary financial insti-
tutions to suggort the activities outlined in section 1502(b).

Section 1502(cX2) pledges the full faith and credit of the United
States for guarantees issued under this section.

Section 1502(cX3XA) and (B) set the terms by which a guarantee
may be issued. The total amount of all guarantees provided for one
project cannot exceed 50 percent of the total cost of a project or $6
million, whichever amount is less. This section also limits guaran-
tees to 10 years in duration.

Section 1502(cX3XC) states the conditions under which a guaran-
tee may be provided to a lender. This section addresses the fact
that collateral can often exceed 200 percent of the amount of a
loan, prohibiting most new entrepreneurs from qualifying for
credit. In order to receive a guarantee, the lending institution shall
reduce the collateral requirement for a loan to the maximum
extent possible. Loans to be guaranteed must either go to a new
borrower or to an existing borrower that is seeking additional
credit. A guarantee cannot be provided for an existing loan.

This section also outlines the parameters for the size of loans
which the President has the authority to guarantee. This is to
ensure that the program will be targeted to small entrepreneurs.
Eighty-five percent of all loans to be guaranteed must be below
$325,000 for a recipient that is a sole proprietor, or, if the recipient
is an enterprise other than a sole proprietor, the loan must not
amount to greater than $325,000 for each co-owner, shareholder, co-
operative member or other owner of an enterprise. The legislation
also directs the administering agency to work with lenders to de-
velop training and technical assistance programs in cash flow anal-
ysis and lending to encourage lenders to reduce collateral require-
ments.

Section 1502(cX3XD) directs the President to maintain a data
system with respect to loans guaranteed for this program which in-
c{udes information on the beneficiaries of each project. The data
system should also track the developmental impact of each project,
including the effect on employment, the gender of the loan recipi
ent, and loan collateral practices. This section also directs the
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President to provide an annual report to the Congress by January
31 of each year.

Section 1502(ck3XE) limits to 20 percent the total amount of
funds loaned and contingent liabilities incurred for any one coun-

try.

Section 1502(cX3)XF) instructs the President to define a small en-
terprise in an appropriate manner for each host country. This rein-
forces the committee’s position that this program is intended to
assist small enterprises in developing countries.

Section 1502(cX4) states that a guarantee issued under this sec-
tion will be conclusive evidence that the underlying obligation
qualifies for the guarantee.

Section 1502(cX5) describes the appropriate forms of payment for
possible liabilities associated with guarantee obligations,

Section 1502(cX6) establishes the order to draw upon funds to dis-
charge liabilities under this section.

Section 1502(cX7) authorizes a pilot direct loan program. No loan
can be provided which exceeds 50 pecent of the total cost of a
project or $3 million, whichever amount is less. In any fiscal year,
the President can issue up to $10 million in loans. All loans must
be for a duration of 10 years or less. This section also requires the
President to notify and consult with the relevant congressional
committees at least 30 days in advance of an issuance of a loan.

Section 1502(c)8) authorizes the President to charge fees for
guarantees and loans issued under this program and directs the
President to place fees collected, earnings on those fees, and other
income in a finance account to be maintained by the Treasury.
This section also permits the President to use the amounts in the
financing account to offset the cost of guarantee obligations and li-
abilities on loans issued under this section.

Section 1502(d) states that guarantee commitments and loan obli-
gations shall be issued only to the amount covered by an appropria-
tion act.

Section 1502(e) places a $10 million ceiling for the pilot loan pro-
gram for each fiscal years 1992 and 1993, and a $57 million ceiling
for fiscal year 1992 and $75 million for fiscal year 1993 for contin-
gent liabilities for guarantees.

Section 1502(f) authorizes the appropriation of $1.5 million for
each fiscal year 1992 and 1993 to cover the administrative expenses
for this section.

CHAPTER 8—INTERNATIONAL DISASTER ASSISTANCE

Section 1601—Statement of policies

Section 1601 reflects sections 491(a) and (c) of current law. It af-
firms U.S. willingness to provide assistance for disaster relief and
rehabilitation abroad and directs the President to assure, to the
maximum extent possible, that this assistance reaches those most
in need.
Section 1602—Authority to provide assistance

Section 1602 reflects section 491(b) of current law. It authorizes

the President, notwithstanding any other provision of law, to fur-
nich disaster assistance, including assistance related to disaster
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preparedness, prevention, mitigation, prediction, and contingency
planning. Section 493 of current law is not included because the
committee believes that the AID Administrator has sufficient au-
thority to authorize coordination of disaster assistance with other
bilateral and multilateral assistance organizations and to authorize
the formulation and updating of contingency plans for providing
disaster relief.

Section 1603—Authorizations of appropriations

Section 1603 reflects section 492(a) of current law. It authorizes
the appropriation of $40 million in each of the fiscal years 1992 and
1993 for international disaster assistance.

Section 1604—Borrowing authority

Section 1604 reflects section 492(b) of current law. It provides
that up to $100 million (increased from $50 million in current law)
in any fiscal year, taken from any account in this act (current law
makes only development assistance and ESF available) may be obli-
gated for international disaster assistance. In any fiscal year, the
sum of the amount obligated under this section against appropria-
tions for development assistance and the amount obligated under
this section against appropriations for assistance from the Develop-
ment Fund for Africa may not exceed 30 percent of the total
amount obligated under this section.

CHAPTER 7—OTHER ECONOMIC ASSISTANCE PROGRAMS
Subchapter A—American Schools and Hospitals

Section 1701—Authority to provide assistance

Section 1701 reflects section 214(a) of current law. It authorizes
assistance for schools, libraries, and hospitals outside the United
States which are founded or sponsored by U.S. citizens and which
serve as study and demonstration centers for U.S. ideas and prac-

- tices.

The committee believes that guidelines for the American Schools
and Hospitals Abroad (ASHA) program should be strengthened in
order to help this program accomplish its goals. Although consider-
ation was given to legislating such guidelines, the committee recog-
nizes the need for administrative flexibility, and therefore recom-
mends that AID incorporate the following guidelines and publish
them in the Federal Register:

The American Schools and Hospitals Abroad program is de-
signed to support institutions of excellence, flagship institu-
tions which serve as study and demonstration centers for
American ideas and practices in education and in medicine;

The ASHA program is not intended for institutions which
are pervasively sectarian. A religiously affiliated school must
offer and enroll its students in a principally non-sectarian cur-
riculum if it seeks ASHA support;

The ASHA program should not support institutions defined
primarily as schools for U.S. dependents;
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Institutions receiving ASHA support must be licensed or ap-
proved to conduct educational programs in the country. in
which the institution is located; and

At least 26 percent of the course work at any institution re-
ceiving ASHA support should be in the Enflish language, ex-
cluding the teaching of English as a foreign language.

Further, the committee believes that no more than approximate-
ly 30 percent of the institutions suppported should be in any one
geographic region, and approximately 50 percent of the funds in
this program should be available for requests submitted by new ap-

licants or institutions which have not received continuous support
in the past.

The committee has not attempted to try to define the term
“school” because it believes that AID should have some flexibility
in determining that definition. The committee does believe that
non-degree oftering institutions can qualify for ASHA funding.
There are instances in which U.S.-sponsored non-degree institu-
tions are meritorious and deserving of funding consideration.

The committee is also concerned to learn that on ASHA applica-
tions, institutions are not required to provide detailed explanations
of how previous grants have been used, what the status of their im-
plementation is, and what benefits have been provided. It is essen-
tial to have an accounting of previous monies received in order to
evaluate any follow-on funding requests. Such an accounting would
also be useful in program oversight, which the committee believes
should be strengthened.

Section 1702—Authorizations of appropriations

Section 1702 reflects section 214(c) of current law. It authorizes
$35 millicn in each of the fiscal years 1992 and 1993 to carry out
the purposes of section 1701. -

Subchapter B—Debt for Development

Section 1721—Debt exchange

Section 1721 authorizes the President to use economic assistance
funds for grants to nongovernmental organizations to enable them
to purchase debt obligations owed by a developing country to any
commercial lending institution or other private aﬁa;ty; and to
cancel such debt in exchange for that countx;y making available
assets or policy commitments to promote the four basic objectives
set forth in section 1102 under this legislation. Grantees are au-
thorized to retain any interest received on such funds. These ex-
changes can be used to support important environmental efforts
such as expanding tropical forest parks; to support grassroots pro-
grams for the poor who have been adversely affected by cutbacks
in social services and reductions in development programs; and to
spur economic development through providing capital for small
business.

The committee strongly supports debt for development programs
as an important approach to reducing debt and stretching limited
resources for economic development. It suggests that nongovern-
mental organizations may wish to work together in order to use
these resources more effectively. Further, the committee supports
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the donation by commerical banks and other firms of their debts as
charitable contributions to' not-for-profit organizations under IRS
ruling 87-124,

CHAPTER 8—REIMBURSABLE PROGRAMS

Chapter 8 reflects section 607 of current law, which authorizes
the U.S. Government to make available assistance to other coun-
tries, to be paid for by the recipient.

Section 1801—Authority to conduct reimbursable programs

Section 1801 authorizes the President, when it is consistent with
the purposes of this act, to furnish services and commodities on an
advance-of-funds or reimbursement basis to countries and organiza-
tions. When a U.S. agency provides such services, that agency may
hire contract personnel to perform such tasks without such person-
nel being regarded as employees of the U.S. Government. Limita-
ti:ms in this or any other act do not apply with respect to this au-
thority.

Section 1802—Use of payments

Section 1802 provides that advances and reimbursements may be
credited to the applicable appropriations account or fund of the
agency concerned and shall be available until expended.

CHAPTER 9—ADMINISTRATION OF ECONOMIC ASSISTANCE PROGRAMS

Subchapter A—Operating Expenses

Section 1901—Authorizations of appropriations for operating ex-
penses gererally

Section 1901 reflects section 667(a) of current law. It authorizes
$483.3 million for each fiscal year 1992 and 1993 to cover the gener-
al costs of domestic and overseas operating expenses of AID, includ-
ing development assistance, economic support assistance and
Public Law 480 programs.

Operating costs include administrative expenses, support costs,
and management of program and projects such as technical plan-
ning and management of projects, contracting, procurement, engi-
neering services, and handling of trainees abroad.

AID estimates that by the end of fiscal year 1991, agency person-
nel will total 4,309 full-time equivalent (FTE) employees, including
3,201 U.S. nationals of whom 1,181 will be in overseas missions. By
the end of fiscal year 1992, personnel will total 4,311 FTEs, includ-
ipg 3,204 U.S. nationals, of whom 1,151 will be in overseas mis-
sions.

Section 1902—Authorizations of appropriations for operating ex-
penses of the Inspector General

Section 1902 reflects a provision in section 667(a) of current law
which earmarks a portion of operating expenses for operations of
the Office of the Inspector General of AID. The section authorizes
the appropriation of $37.739 million for each fiscal year 1992 and
1993. The Inspector General estimates an FTE level of 251 for each
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_of the fiscal years 1991 and 1992 including 231 U.S. nationals of
" whom 97 will be in overseas missions.

Section 1903—Additional funds for operating expenses

Section 1903 is a new provision. Section 1903(a) permits AID to
use a limited amount of funds from the development assistance,
economic support assistance, and assistance for the Development
Fund for Africa for its operating expenses. Section 1903(b) author-
izes AID to make available to the Inspector General a limited
amount of the funds provided for the general operating expenses of
the agency or program funds. Section 1903(c) limits the amounts
that may be transferred under subsections (a) and (b) to no more
than 5 percent more than the amounts appropriated to carrry out
those sections for that fiscal year.

Subchapter B—Evaluation

Section 1921—Evaluation and accountability.

Section 1921 revises and expands the authorities contained in
section 125 and 128 of current law.

Section 1921(a) sets forth the rationale for an objective, strategi-
cally focused evaluation system competent to assess AID’s progress
toward the achievement of specific results. The committee stresses
the importance of evaluation and accountability in the context of
the expanded flexibility this legislation provides for the implemen-
tation of U.S. economic assistance programs.

Section 1921(b) directs AID to take specific actions to fulfill the
requirements of an objective, strategically focused evaluation
system. These include development of a program performance in-
formation system for monitoring achievement of impact and per-
formance of AID programs, preparation and dissemination of objec-
tive reports and AID’s progress in meeting stated development ob-
jectives, and strengthening the use of evaluation as a management
tool in the planning, designing, and implementation of foreign as-
sistance projects and programs. This section also calls on AID to
improve coordination between the Inspector General and AID’s
evaluation operations.

Section 1921(c) requires the President to insure that AID is car-
rying out its responsibilities for: developing, implementing, and dis-
seminating, programmatic evaluations of the economic assistance
programs administered by AID; designing and managing technical
assistance and support programs to enhance the integrity and qual-
ity of project and program evaluation; maintaining and making
available the data based on project and program experience; coordi-
nating information exchange on evalustion with other donors; and,
ensuring the quality, objectivity, and independence of evaluation
by such measures as external review of findings and use of outside
governmental and nongovernmental expertise.

Section 1921(d) calls for an annual report to inform the Congress
of AID’s progress toward achieving the four basic objectives of the
act, based on evaluation studies and other such empirical informa-
tion as may be needed. The annual report shall also include an
analysis of the impact of economic development assistance on a
country-by-country basis. Each country program shall be assessed

H. Rept. 102-96 0 - 91 - 3
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at least once every five years, and the assessment is to include a
description of the development results achieved by the country, the
contribution of the agency’s program to those results, and an anal-
ysis of the process by which development has or has not occurred.

Subchapter C—Cooperation with Nongovernmental Sector

The provisions of Subchapter C are new provisions which replace
section 123 and title XII of the Foreign Assistance Act, dealing
with relations between AID and PVOs and universities. Subchapter
C is indicative of the committee’s continuing interest in the contri-
bution which can be made by PVOs, and universities, in the fulfill-
ment of AID’s mandate. The committee looks forward to being in-
formed of the results of dialogue between AID and these groups
and believes that AID will be strengthened by this relationship
with the nongovernmental sector. The committee expects to be con-
sulted as AID organizes the centers and advisory boards required
by this subchapter.

Section 1941—Center for University Cooperation in Development

Section 1941- directs the President to maintain within AID a
Center for University Cooperation in Development to strengthen
the partnership for development among the U.S. Government and
public and private institutions of higher education. Section 1941(a)
contains findings concerning the role of U.S. public and private in-
stitutions of higher education in contributing to the development
process and in supporting the internationalization of education in
the United States. Section 1941(b) defines the role of the Center as
the promotion and strengthening of mutually beneficial develop-
ment cooperation and partnership between AID and U.S. public
and private institutions engaged in education, research, and public
service programs relevant to development needs and institutions of
higher education, research and extension in those countries. The
Center is to develop basic policies, procedures and criteria for pro-
grams invelving U.S. higher education institutions and developing
country institutions; encourage the development of collaborative
programs to strengthen the capacity of U.S. universities to under-
take sustainable partnerships with developing country institutions;
encourage cooperative programs between U.S. universities and the
private sector which contribute to sustainable development; utilize
the capabilities of historically black colleges and universities and
strengthen their international capacity; facilitate access to the de-
velopment resources of U.S. colleges and universities; and under-
take studies and analyses and specialized reviews necesary to the
accomplishment of the activities of the Center. ,

The Center replaces the Board for International Food and Devel-
opment (BIFAD). It is expected to carry forward BIFAD’s existing
activities and to expand AID cooperation with universities in areas
in addition to agriculture such as health, family planning, and en-
vironment,

Section 1941(c) authorizes the President to make available neces-
sary funding from development assistance funds and from funding
available for the Development Fund for Africa.
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Section 1942—Center for Voluntary Cooperation in Development

Section 1942 requires the President to maintain within AID a
Center for Voluntary Cooperation in Development to strengthen
the partnership for development among the U.S. government and
U.S. PVOs, cooperatives, and credit unions.

The Center is to participate in the development of policies, proce-
dures, and criteria for all AID programs involving PVOs, coopera-
tives, and credit unions, to develop policies, procedures, and crite-
ria which apply to centrally-funded AID activities involving PVOs,
cooperatives and credit unions. The Center is also responsible for
administering comprehensive grant programs which support long
term, worldwide programs of such entities.

Nongovernmental organizations represent an important cross-
cutting element for increasing the participation of the rural and
urban poor in broad based, sustainable development and for sup-

rting more pluralistic and open societies. The role of the Center
is to assure that these organizations and indigenous PVOs, coopera-
tives and credit unions are appropriately utilized in meeting the
objectives of this legislation. An important role for the Center, and
for its advisory board, will be to work closely with AID’s regional
bureaus in order to encourage and facilitate appreciation of the
contributions of NGOs. The committee expects that all current pro-
grams within the Office of Private Voluntary Cooperation will be
made part of the Center, including administration of the farmer-to-
farmer program and development education programs as author-
ized in section 1226 of this legislation.

To carry out this section, the President may make available de-
velopment assistance funds and assistance from the Development
Fund for Africa.

Section 1948—Advisory Committee on Voluntary Cooperation in De-
velopment

Section 1943 requires the creation of a permanent Advisory Com-
mittee on Voluntary Cooperation in Development. The membership
of that Committee is to consist primarily of representatives from
PVOs, cooperatives and credit unions who have experience working
in developing countries. The committee’s function is to assess the
impact and effectiveness of policies and programs under this title
to promote partnership between the U.S. government and U.S. and
indigenous PVOs, cooperatives, and credit unions.

TiTLE II—MILITARY ASSISTANCE AND SALES PROGRAMS
CHAPTER 1—CONSOLIDATION OF MILITARY ASSISTANCE ACCOUNTS

Chapter 1 and Section 201 of this title establish a new Foreign
Military Financing Program (FMFP). The program consolidates the
existing Foreign Military Sales (FMS) credit program and the grant
Military Assistance Program (MAP) into one account for purposes
of enhancing fiscal accountability and legislative oversight of the
overall military assistance and sales program. Insofar as more than
99 percent of the FMS program as proposed by the executive
branch for fiscal year 1992 is fully a grant program and that 100
percent of all MAP authorities are carried out on a grant basis,
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there is. no programmatic or practical reason for two separate mili-
talx' assistance accounts. The consolidation achieved by chapter 1
and section 201 will enable the Congress to examine all military as-
sistance programs in one funding account which enhances the pros-
pect for examining such programs in their fiscal and political total-
itiy. Accomplishing this consolidation has necessitated the rewriting
of a number of existing sections of law.

Section 201—Establishment of foreign military financing program

Section 201 creates a new title of the Foreign Assistance Act as
follows: '

TrrLE II—MILITARY ASSISTANCE PROGRAMS
CHAPTER 1—POLICIES REGARDING MILITARY ASSISTANCE

Section 2101—Findings and statements of policies regarding mili--
tary assgistance

Section 2101 establishes a number of findings and statements of
policy with respect to the provision of military assistance which are
designed to serve as general policy guidelines for enhanced pro-
gram implementation and oversight of military assistance pro-
grams in foreign countries. Accordingly, the Congress finds that:

(1) the provision of U.S. military assistance is made in order
to promote democratic values and peace, to foster economic
progress through the encouragement of market forces and
international cooperation in countering transnational dangers
such as terrorism and narcotics trafficking—as such, the provi-
sion of U.S. military assistance is aimed at fostering a climate
in which all nations can live in security and stability;

(2) threats to such a climate arise through the persistence of
regional conflicts, military imbalances among neighboring
states, the proliferation of weapons of mass destruction, the
continued proliferation of conventional weapons of increasing
capability, or persistent attempts by armed groups violently to
overthrow democratically elected governments—as such, it is
in the interest of the United States to address those threats;

(3) so long as foreign countries lack the resources to meet
their security needs without external assistance, military as-
sistance provided by the United States remains one of the prin-
cipal foreign policy instruments available to the United States
to advance principal United States foreign policy goals;

(4) together with other assistance provided under this act,
military assistance can contribute to the development of eco-
nomic and social improvements that enhance the development
and maintenance of democratic political systems;

(6) military assistance facilitates (a) the development of com-
prehensive political relationships with the leadership of friend-
ly foreign countries, and (b) the development of cooperation,
through such means as treaty alliances and other security ar-
rangements, in meeting threats to international security; and

(6) military assistance can also support multinational efforts
through the United Nations and other international organiza-
tions to promote peaceful settlements of disputes.
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In addition to these guidelines, it is expected that the military
assistance program will have as an ultimate goal the elimination of
the dangers and burdens of armaments, so that conflicts and the
use of force are subordinated to the rule of law and regional arms
races are brouﬁht to an end. In furtherance of that goal, it remains
the policy of the United States to encourage regional arms control
and disarmament agreements, and confidence building measures as
may be necessary in order to bring regional rivalries and conflicts
to peaceful and negotiated ends.

tion 2101(b) states congressional findinge that the President
should seek the support of member countries of the North Atlantic
Treaty Organization and other allies in providing enhanced mili-
tary assistance so as to bring about a more equitable distribution of
the responsibilities of collective defense, particularly with respect
to assistance associated with the maintenance of military bases in
foreign countries.

Section 2101(c) provides that military assistance to friendly for-
eign countries should serve as a necessary transition to effective
self-help measures that will make such assistance unnecessary in
the future. This provision is consistent with the long-standing con-
gressional interest in systematically and effectively bringing about
a transition from grant military assistance to a defense relation-
ship based on military sales and equitable arrangements for shar-
ing the responsibilities of mutual defense.

tion 2101(d) provides that the President should continue to
seek, through negotiations with the Soviet Union and other coun-
tries, the establishment of effective multilateral controls on the
transfer of defense articles and services.

Section 2102—O0bjectives of military assistance

Section 2102 outlines objectives for the new FMFP program, as
well as for the international military education and training
(IMET) and peacekeeping operations (PKO) programs. The purpose
of this section is to identify the goals for military assistance, which
has operated without broad policy objectives in the past. The mili-

assistance program should promote military as well as politi-
cal and strategic objectives. The justification for military assistance
to a given country on the basis of “national security interest” or
“foreign ﬁolicy interest” has led to unrealisitc expectations as to
what might be achieved with a given amount of assistance.

Focusing program goals and legislative oversight on narrower
military objectives assists in providing a basis for improved ac-
countability of the uses of military assistance. While foreign polic
or political objectives cannot and should not be entirely eliminatec{
congressional oversight has often been focused on unrealistic politi-
cal linkages, particularly when the amount of assistance is small.
The objectives cited in section 2102 will enable the Congress to
return to traditional oversight functions concerning how money, is
spent and whether specific programmatic objectives are being ad-
vanced. These objectives, designed to provide an effective founda-
tion for program implementation and oversight, are as follows:

(1) promoting self-defense and defense cooperation by financ-
ing acquisition by friendly foreign countries of U.S. major de-
fense equipment and other defense articles and services;
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(2) promoting the effectiveness of military forces of friendly
foreign countries with respect to command, control, communi-
cations, intelligence, mobility, training, and logistical support;

(3) promoting rationalization, standardization, and interoper-
ability of the military forces of friendly countries with U.S.
Armed Forces;

(4) supporting peacekeeping operations and related activities;

(6) increasing the awareness of nationals of friendly coun-
tries of basic issues involving democratic values and institu-
tions;

(6) supporting the establishment of civil-military relations
appropriate to a democratic system of government;

(7) improving the capability of the armed forces of friendly
countries to carry out, at the direction of the civilian govern-
ment, activities which are complementary to economic develop-
ment projects that benefit the civilian population; )

(8) enhancing the military capability of friendly countries to
meet their security needs; and

(9) providing support to friendly countries to combat the flow
of illicit narcotics and psychotropic substances, and to combat
international terrorism.

CHAPTER 2——FOREIGN MILITARY FINANCING PROGRAM

Section 2201—Authority to furnish assistance

Section 2201(a) rewrites the general authority to provide military
assistance (MAP) under section 503 of the Foreign Assistance Act
of 1961 and foreign military sales (FMS) credits under section 28 of
the Arms Export Control Act. The provision extends general au-
thority to the President to furnish military assistance to any
friendly country or international organizations: (1) by acquiring
from any source and providing by grant and loan any defense arti-
cle or defense service; (2) by financing the sale of defense articles or
defense services; and (3) by financing procurement for commercial
leasing in the case of major allies.

Section 2201(b) provides that Foreign Military Financing Pro-
gram (FMFP) assistance may be provided to any member country
of the North Atlantic Treaty Organization or any ::ajor non-NATO
ally (currently defined to be Australia, Japan, the Republic of
Korea, Israel, and Egypt) for the procurement of defense articles by
leasing from commercial sources, if the President determines that
there are foreign policy or national security reasons for those de-
fense articles being provided by commercial lease rather than by
government-to-government sale. Any exercise of this authority by
the President is subject to 15-day prior notification to the Commit-
tees on Foreign Affairs and Appropriations of the House of Repre-
sentatives and the Committees on Foreign Relations and Appro-
priations of the Senate. This section is based on section 23 of the
Arms Export Control Act and section 580 of the fiscal year 1989
Foreign Operations Appropriations Act.

Section 2201(c) is based on the provisions contained in annual ap-
propriations legislation under which foreign militury financing as-
sistance is considered obligated upon apportionment of funds by
the Office of Management and Budget. The provision thus enables
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the executive branch to obligate FMFP funds without the need for
signing bilateral grant agreements with recipients, thus avoidin

the conclusion of agreements that are both time consuming an

may be perceived as creating a legal entitlements in recipient
countries to FMFP funds, and which ordinarily serve no substan-
tial interest of the United States. However, under paraFraph 2),
FMFP funds would be available to finance commercial sales only if
the recipient country or international organization has first signed
a grant agreement specifying the conditions under which commer-
cial procurements may be financed. Paragraph (3) provides that
any agreement to provide assistance under this section shall in-
clude a provision expressly granting the U.S. Government the right
to deobligate funds furnished under the agreement that have not
been committed for an approved use by the end of the three-year
period beginning on the date on which the agreement is entered

into.

Section 2201(d) is based on current sections 505(b) and 505(c), and
would govern the conditions under which defense articles could be
provided on a loan basis under the military assistance authorities
of the new Foreign Assistance Act. The committee has made one
change from the existing provisions, under which the out-of-pocket
and depreciation expenses that would normally be charged to the
military assistance appropriation account would, in the case of a
drawdown, instead be counted against the annual ceiling applicable
to the use of the drawdown authority.

Section 2201(e) maintains section 503(a)X8) of current law, which
provides that military sales financed bi the grant MAP and grant
FMS financing programs not include the costs of salaries of mem-
bers of the U.S. Armed Forces (other than members of the Coast
Guard) assigned to implement such sales.

Section 2201(f) essentially retains existing provisions (sections 42
(b) and (c) of the Arms Export Control Act) which prohibit the use
of military assistance funds for coproduction or licensed production

_of defense articles outside the United States unless the President,
before approving or funding the proposed transaction, furnishes
full information on the proposed transaction to the Committee on
Foreign Affairs of the House of Representatives and the Committee
on Foreign Relaticns of the Senate and the Appropriations Com-
mittees of the House of Representatives and the Senate. Full infor-
mation includes a description of defense articles coproduced or li-
censed outside the United States, the estimated value of such co-
production or licenz2d production and an analysis of the economic
impact or: the United States of either furnishing or not furnishing
the proposed assistance.

Section 2201(g) specifies, however, that this prohibition does not
apply with respect to a vessel of war which is built in the foreign
country which is the recipient of United States assistance or is
built pursuant to a prime contract signed before the effective date
of this legislation. Section 2201(g) notes that the assistance subject
to the prohibition applies with respect to any obligation of assist-
ance under this section, and any expenditure of MAP or FMS as-
sistance, totalling more than $1 million.

Section 2201(g) defines the terms “MAP and FMS assistance” as
any assistance under the former authorities of chapter 2 of part II
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of the Forvign Assistance Act of 1961 or section 23 of the Arms
Export Control Act. Section 2201(g) also defines the term “vessel of
war” as any vessel of war in Category VI of the United States Mu-
nitions List, without regard to whether the vessel is imported into
or exported from the United States. Category VI of the United
States Munitions List includes any vessels of war and special naval
equipment.

Section 2201(h) further specifies that funds made available in
title IT of this Act may be used for civic action programs in Africa.
The section also waives section 6204 of this act, the Biooke-Alexan-
der provision. As a result of the waiver provision, African countries
that are more than 1 f'ear in arrears on their payments to the U.S.
Government may still receive funds that are appropriated to the
African Regional account for civic action programs.

The African Civic Action Program provides for a variety of basic
civilian infrastructure and health f)rojects, financed with FMFP
credits, including the following: Military Civic Action which su

rts African military infrastructure projects that benefit the civil-
1an sector; African Coastal Security—which improves the ability of
littoral states to patrol their exclusive economic zones and enforce
fishing provisions and environmental protection regulations; and
Military Health Affairs—which provides selected militaries with
medical equipment, supKlies, and in-country training. In addition
to these activities, the African Civic Action Program will empha-
size preparing militaries for peacekeeping activities and providing
emergency repair assistance in support of previously delivered U.S.
equipment.

Section 2202—Terms of financing assistance

Section 2202(a) provides that FMFP financing may be provided
on a grant, or credit basis, or as guaranties, subject to the Federal
Credit Reform Act of 1990,

Section 2202(b) establishes criteria to be taken into account in de-
termining whether financing should be extended on a grant or
credit basis. These criteria include:

(1) the national security and foreign policy interests of the
United States in furnishing assistance to a particular country;

(2) the legitimate national security and self-defense needs of
that country, taking into account regional and other threats to
its security; and

(3) the economic conditions and circumstances of that coun-
try, including its per capita gross national product, debt service
ratio, and other factors.

The purpose of this section is to give greater emphasis to the
principle of assistance “graduation” as recommended by the com-
mittee’s Tagk Force on Foreign Assistance. Military assistance pro-
grams should have as one of their objectives the eventual transi-
tion of a recipient country from a grant program or a credit pro-
gram to a defense relationship on the basis of unsubsidized arms
sales alone. By giving the President discretionary authority to es-
tablish economic, political and military criteria, the transitional
process to a fully mature defense relationship will be accelerated.

Section 2202(c) maintains a current law provision (section 23 (b)
and (c) of the Arms Export Control Act) which requires that mili-
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assistance on a credit basis be provided on repayment terms in
which the loan period is not to exceed 12 years after a loan agree-
ment is signed and the interest rate may be at such rate as the
President considers appropriate but may not be less than 5 percent.
Section 2202(d) stipulates that funds used to finance the procure-
ment of defense articles and defense services under the FMFP pro-
am shall be disbursed either to suppliers, including the United
tates military departments, on behalf of the recipient country or
organization; or to the recipient country or organization as reim-
bursement upon submission of satisfactory proof of payment to sup-

pliers.

Section 2202(e) stipulates that any guaranties issued pursuant to
this chapter shall be backed by the full faith and credit of the
United States.

Section 2202(fX1) specifies that funds appropriated pursuant to
the implementation of this chapter may be used by a foreign coun-
try to make payments of principal and interest that that individual
country owes the United States in connection with sales of defense
articles or defense services on account of credits previously guaran-
teed under this chapter or under the former authorities of the
Arms Export Control Act or any other predecessor military sales ¢i
military assistance legislation, subject to a prohibition on prepsy-
ment.

In this regard, section 2202(f)2) clearly stipulates that funds ap-
propriated pursuant to the implementation of this chapter may not
be used for the purposes of prepayment of principal or interest pur-
suant to the authorities established in section 2202(fX1).

Section 2202(g) specifies that the President shall notify the ap-
propriate congressional committees at least fifteen days prior to
the obligation of funds made available to carry out this chapter for
a fiscal year for credits or guaranties (1) for any country for which
credits or guaranties (as the case may be) were not justified for
that fiscal year, or (2) for any country in an amount greater than
the amounts of credits or guaranties (as the case may be) justified
for that country for that fiscal year.

Section 2203—Eligibility

Section 2203 rewrites the eligibility provisions for grant MAP in
sections 502 and 505 of the Foreign Assistance Act of 1961. Section
2203(a) provides that military assistance and sales may not be pro-
vided to any foreign country unl-: that country has agreed that it
will not, without the consent of the President: (1) transfer title to,
or possession of, such articles or services to anyone who is not an
officer, employee, or agent of that country, or (2) use or permit the
use of such articles and services for purposes other than those for
which furnished.

Section 2203(a) also requires recipients to maintain the securit
of defense articles and services provided and maintain substantiaf:
ly the same degree of protection as afforded such articles and serv-
ices by the U.S. Government. Foreign countries must permit, as the
President may require, observation and review at any time by rep-
resentatives of the U.S. Government with respect to the use of such
defense articles and services.
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Section 2208(bX1) provides that military assistance shall be ter-
minated and new commitments may not be made to any country
which uses defense articles or defense services in substantial viola-
tion of any agreement pursuant to which those articles or services
were furnished. Such substantial violations can occur if a foreign
country uses such articles or services for a purpose not specified in
this section, without the consent of the President, by transferring
such articles or services to, or permitting any use of such articles
or services by, anyone not an officer, employee, or agent of the re-
cipient country, or by failing to maintain the security of such arti-
cles or services.

Section 2203(bX2) stipulates that the standards for ineligibility
detailed in the previous paragraph apply to all military assistance
under the Foreign Assistance Act of 1961, sales and leases under
the Defense Trade and Export Control Act and any furnishing of
military assistance and sales under predecessor foreign assistance
or military sales legislation.

Section 2203(bX3) states that the purposes for which military as-
sistance and sales may be used are: (1) legitimate self-defense; (2)
participation in regional or collective arrangements or measures
consistent with the Charter of the United Nations, or participation
in collective ineasures requested by the United Nations for the pur-
pose of maintaining or restoring international peace and security;
(3) internal security; (4) construction of public works or other ac-
tivities which contribute to the economic and social development of
the recipient couniry; and (5) such other provisions as may be pro-
vided for in particular provisions of law.

Section 2203(b)4) provides that military assistance, deliveries
and new commitments of and for military assistance shall be ter-
minated if pursuant to the requirements of section 2203(bX1), the
President determines a substantial violation has occurred or the
Congress so finds such a violation by joint resolution.

Section 2203(b)X5) requires the President to report promptly to
the Congress the receipt of information that a violation described
in section 2204(bX1) may have occurred.

Section 2203(bX6) provides that military assistance to a country
shall remain terminated until such time as the President deter-
mines that the violation has ceased and the country concerned has
given satisfactory assurances to the President that the violation
will not recur.

Section 2204—Approval of third country transfers

Section 2204 retains a current law authority (section 505(e) of the
Foreign Assistance Act of 1961) which requires that the President;
(1) not give his approval to any transfer of any defense article on
the United States Munitions List (other than any such defense arti-
cle the useful life of which has expired) or defense service to a
third country, unless the United States would itself make such a
transfer to such country; and (2) not give his consent to the trans-
fer of any significant military equipment on the United States Mu-
nitions List unless the foreign country requesting consent to trans-
fer, or the proposed recipient, provides a cornmitment in writing to
the U.S. Government that it will not transfer such equipment if
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not demilitarized, to any other foreign country or person without
first obtaining the consent of the President.

Section 2205—Improved accountability with respect to financed
commercial arms sales

Section 2205(a) states congressional findings that unlike govern-
ment-to-government arms sales which receive military assistance
financing, commercial arms sales do not have comparable account-
ability requirements and that more stringent eligibility standards
and fiscal and accounting controls (including improved access to
records) need to be established with respect to financed commercial
arms sales.

Section 2205(b) requires the President to establish controls to re-
quire that financed commercial arms sales shall be subject to moni-
toring and auditing requirements relating to improper business
practices and personal conflict of interest, at least as stringent as
requirements of the Federal Acquisition Regulations that are appli-
cable to sales under the Defense Trade and Export Control Act.

The Congress is also concerned that monitoring requirements in-
clude quality assurance, price, payment and profit criteria which
are also requirements of the Federal Acquisition Regulations.

Section 2205(c) establishes definitions of terms including: (1)
“Federal Acquisition Regulations”, which refers to the single
gystem of Government-wide procurement regulation referred to in
section 6(a) of the Office of Federal Procurement Policy Act; and (2)
“financed commercial arms sales,” which means any procurement
of defense articles and services (other than by sale or lease under
the Defense Trade and Export Control Act) whick is financed in
whole or in part with FMFP funds and with respect to which an
export license under section 38 of the Defense Trade and Export
Control Act is required.

Section 2205(d) provides that the effective date of controls estab-
lished pursuant to this section shall be not later than one year
after enactment. It is the committee’s intent that in those areas of
monitoring which already have controls as stringent as the Federal
Acquisition Regulations, no new controls need be promulgated.

The purpose of this section is to implement one of the military
assistance program accountability recommendations endorsed by
the committee’s Task Force on Foreign Assistance. The discrepancy
in current law and regulatory practice, under which Federal chui-
sition Regulations apply to the use of financing for government-to-
government arms sales but not to the financing of commercial
arms sales, has created problems for implementation of the pro-
gram by the Department of Defense as well as law enforcement
a?encies. Several cases of corruption and kickbacks using millions
of taxpayer dollars for commercial sales have occurred in recent
years.

These cases point to the need for tighter regulation of commer-
cial arms sales using military assistance funds. The companies in-
volved in corruption had no real track record or capability to trans-
act commercial sales. The cases took several years to prosecute, be-
cause of the inability of the State Department, the Defense Depart-
ment, the Justice Department, and other agencies to obtain the
necessary evidence often located in bank records abroad.
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As a result, the United States was unable to recover the full
amounts stolen. Executive branch officials have also privately ad-
mitted to the committee that other cases of corruption may also
exist which cannot be properly prosecuted for lack of evidence. Ac-
cordingly, without making controls as least as stringent as the Fed-
eral Acquisition Regulations in a variety of areas which apply to
financeg commercial sales, problems of corruption are likely to per-
sist. In some instances, like in the area of bank records, it will be
necessary to establish controls even more stringent than the Feder-
al Acquisition Regulations.

The committee recognizes that in some instances foreign govern-
ments have already established fiscal and accounting controls, and
eligibility standards, including improved access to records of com-
mercial contractors that are no lessg stringent than the controls and
standards under the Federal Acquisition Regulations. In such in-
stances, the executive branch will not be required to issue new con-
trols for commercial sales to such countries.

Section 2206—Considerations in furnishing assistance

Section 2206 retains current law (section 511 of the Foreign As-
sistance Act of 1961) which requires that decisions te furnish mili-
tary assistance be made in coordination with the United States
Arms Control and Disarmament Agency, including that agency's
expert opinion as to whether such assistance will contribute to an
arms race, increase the possibility of outbreak or escalation of con-
flict, or prejudice the development of bilateral or multilateral arms
control arrangements.

Section 2207—Authorizations of appropriations
Section 2207(a) places a ceiling of $4,411,444,000 for fiscal year
1992 and $4,840,000,000 for fiscal year 1993 for the FMFP program.
The following chart shows the executive branch request for for-
eign military financing assistance for fiscal gear 1992 and the com-
mittee recommendations for fiscal years 1992 and 1993,

FOREIGN MILITARY FINANCING PROGRAM

[t milkons of dollars}
fiscal year
Europe/Middie Exst:
Israel 1,8000 11,800.0
gyt 1,3000 11,3000
Portugal 1030 21030
Greece ) 650 5650
Turkey : 6250 35000
Jordan , 250 250
-Oman 50 50
) Sublotal : : - 35230 37980
" .
Pakistan 1066 40
Phiigpines o 2000 2000
Fif e : 03 50

Nepal ~ ¥ i 5 05
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FOREIGN MILITARY FINANCING PROGRAM—Continued

(in millions of dokars)
Flscal yeut
1992 roqest L
. Subtotal . . 3074 200.5
Africa;
Moroceo.... 400 40,
Botswana . 10 1
Chad 20 2
Djibouti 20 2
Kenya 400 -84
Malawi 1.0 1
Niger 5
Senegal 10 10
Tunisla 100 100
Zaire 30 €30
Africa Regional 10.0 100
Subtotal . 745 745
Latin America:
Argentina 10 10
Belize : . 5 "5
Bolivia 400 1400
Chile i 10 10
Colomba 580 7580
Costa Rica 24 U
Dominican Republic 20 20
50 50
£ Salvador 85.0 85.0
Guatemala 20 20
Haith.crvvene 22 822
Honduras 19.1 19.1
Jamaica 30 30
Paraquay 5 5
Peny 39.0 1390
Trinidad 5 5
Uruquay 10 10
Caribbean Regional . 4.2 42
Subtotal 266.4 266.4
Other 287 287
Program costs. 40.0 400
Total, FMFP 4,6400 * 44114

 Earmarked for FY 1992 2nd FY 1993. For FY 1993, $2.0 biffon is earmarked {or lssael FMF.

'Doelmthdmh_.mfmmalfmzdfmrrwmlum,mmmﬁmlul’atupl;hhlfl“uﬁmfu&mh
earmarked at $350 milion for FY 1992 and 1993,

3 Represents both a celing and an earmark for FY 1932 and 1993,

« Pronibits funding contingent on Presidential certfication on nuclear non-profferation; if certification is made, funding for Pakistan must be
realiocated from other country programs. .

s Aid s prohibited contingent on a Presidential certfication that Fii has heid elections.

3 Suspents o coodlns 3 10 e B00 e 1o ol milay 3 to these Uvee conties fs st 1o $150 milin ceing,

a vi2, , 3 ; to to o coun ]
s Conditions aid for FY 1992 and 1993,
® For FY 1993, includes 2 $200 million increase for Istael, and $229 millon in unaiocated funds.

Section 2207(b) provides that two percent of the aggregate
amount of financing provided on a grant or credit basis for the
FMFP program for each of the fiscal years 1992 and 1993 shall be
available only for assistance to otherwise eligible countries for
which the Congress has not by law specified in minimum or maxi-
mum amount of assistance to be provided under this chapter for
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that fiscal year. Countries otherwise limited by ceilings or ear-
marks would not qualify for the amounts set aside under this sec-
tion. Section 2207(b) in no way affects those provisions that estab-
lish the minimum authorization for FMFP financing for Israel and
Egypt. Section 2207(b) also provides that at least 15 days before ob-
ligating funds under this section, the President shall notify the
Committees on Foreign Affairs and Appropriations of the House
and the Committees on Foreign Relations and Appropriations of
the Senate.

The purpose of section 2207(b) is to implement a major recom-
mendation of the committee’s Task Force on Foreign Assistance
dealing with the reduction of earmarking. This earmarking ham-
pers the military assistance program and curtails its operational ef-
ficiency. Many legitimate defense and security needs of countries
friendly to the United States are not met or are significantly un-
derfunded because earmarking of other countries crowds out avail-
able program funds.

Section 2207(b) is designed to allow the executive branch greater
flexibility in meeting the legitimate security needs of countries
that are important to the United States foreign policy and national
security objectives without resort to further earmarking. It also en-
ables the executive branch to meet unforeseen emergencies that
may not have been envisioned when the overall military assistance
program proposal was sent to the Congress, and will hopefully cor-
rect the problem of having programs proposed and then eliminated
because of earmarking of other countries.

CHAPTER 3—TRANSFERS OF EXCESS DEFENSE ARTICLES

Chapter 3 authorizes the provision of excess defense articles, and
establishes the terms and conditions under which articles may be
transferred to eligible foreign countries.

Section 2301—Modernization of defense capabilities of military as-
sistance recipients

Section 2301(a) provides that the President may transfer such
excess defense articles as may be necessary to modernize the de-
fense capabilities of an eligible foreign country.

Section 2301(b) limits transfers of excess defense articles to those
drawn from existing Defense Department stocks. It also prohibits
the use of Defense Department funds to transfer such excess arti-
cles and requires the President to determine that the transfer of
such articles will not have an adverse impact on the military readi-
ness of the United States; requires that such articles can be trans-
ferred only if it is preferable to selling such articles after taking
into account the potential proceeds from, and likelihood of, such
sales, and comparative foreign policy benefits to the United States
as a result of either a transfer or a sale; and allows only transfers
which are not prohibited by section 6202 (relating to assistance for
law enforcement agencies).

Section 2301(c) provides that excess defense articles may be
transferred under this section without cost to the recipient country.

Section 2301(d) exempts this section from the requirements of
section 7201(d) of this act which requires that U.S. Government
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agencies be reimbursed when its assets are used for military assist-
ance programs.

Section 2301(eX1) prohibits the use of Defense Department funds
for crating, packing, handling and transportation unless the Presi-
dent directs that Defense Department funds may be used for such

purpose.

Section 2301(f)(1) requires that at least 15 days prior to the desig-
nation of a country as an eligible country to receive excess defense
articles the President must notify the relevant congressional com-

mittees.

Section 2301(f(2) requires that 15 days prior to the transfer of
excess defense articles the President shall notify the relevant con-
gressional committees and include the following information: a dis-
cussion of the need for such transfers; an assessment of the impact
of such transfers on U.S. military readiness; and the value of such
excess defense articles.

Section 2301(f(3) requires that notifications pursuant to this sub-
gection shall be considered in accordance with the procedures appli-
cable to reprogramming notifications submitted to relevant con-
gressional committees.

Section 2301(g) establishes that it is U.S. policy that excess de-
fense articles be made available consistent with established policy
in current law that military assistance maintain the military bal-
ance in the eastern Mediterranean. This section also requires the
President to ensure that over a three-year period beginning on Oc-
tober 1, 1991 the ratio of the values of excess defense articles made
available to Greece and Turkey closely approximate the value of
foreign military financing assistance provided to those two coun-
tries. The requirements of this subsection do not apply if either
Greece or Turkey ceases to be eligible to receive excess defense ar-
ticles.

Section 2301(h) defines the term: “eligible country” as a country:
(1) for which FMFP assistance has been justified for the fiscal year
in which the transfer of EDA is authorized; (2) that is eligible to
receive foreign military financing assistance at the time of the
transfer; and (3) that is either a grandfathered country or has been
designated by the President as an eligible country.

A “grandfathered country” means a country that is a member of
NATO, a major non-NATO ally (current law has designated Israel,
Egypt, Korea, Australia, and Japan). A “North African country”
means Morocco. “Excess Coast Guard Property” means excess
property of the Coast Guard and for the purposes of this section
the term DOD is deemed to include such excess property of the
Coast Guard. “Made available” means that a good faith offer is
made by the U.S. to furnish the excess defense articles to an eligi-
ble country. “Relevant congressional committees’” means the Com-
mittee on Armed Services, the Committee on Foreign Affairs and
the Cecmmittee on Appropriations of the House of Representatives
and the Committee o Armed Services, the Committee on Foreign
Relations and the Committee on Appropriations of the Senate.
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Section 2302—Modernization of counternarcotics capabilities of
major illicit drug producing or drug-transit countries

Section 2302(a) states that the President may transfer to an eligi-
ble drug producing or transit country such excess defense articles
as may be necessary to carry out subsection (b).

Section 2302(b) provides that excess defense articles may be
transferred to an eligible drug producing or transit country under
subsection (a) only for the purpose of encouraging military forces
and law enforcement agencies of that country to participate coop-
eratively in a comprehensive national counternarcotics program,
conceived and developed by the government of that country, by
conducting activities within that country and on the high seas to
prevent the production, processing, trafficking, transportation, and
consumption of illicit narcotic or psychotropic drugs or other con-
trolled substances.

Section 2302(c) states that excess defense articles may be trans-
ferred under subsection (a) to an eligible drug producing or transit
country only if that country ensures that those excess defense arti-
cles will be used primarily in support of counternarcotics activities.

Section 2302(d) provides that the Secretary of State shall deter-
mine the eligibility of countries to receive excess defense articles
under subsection (a), and that in accordance with section 4102 of
this act, the Secretary shall ensure that the transfer of excess de-
fense articles under subsection (a) is coordinated with other coun-
ternarcotics enforcement programs assisted by the U.S. Govern-
ment.

Section 2302(e) limits the value of excess-defense articles trans-
ferred under subsection (a) to an eligible drug producing or transit
country in a fiscal year to $10 million. This limitation is a per-
country limitation.

Section 2302(f) contains the same limitations on the transfer of
excess defense articles as those contained in section 2301(bX1-4).

Section 2302(g) provides that excess defense articles may be
transferred under this section without cost to the recipient country.,

Section 2302(h) states that section 7201(d) does not apply with re-
spect to transfers of excess defense articles under this section.

Section 2302(i) contains the same requirements relating to trans-
portation and related costs as those contained in section 2301(e).

Section 2302(j) requires 15-day advance notification of a proposed
transfer under this section to relevant congressional committees,
and requires the notification to include a discussion of the need for
the transfer, an assessment of the impact of the transfer on the
military readiness of the United States, and a statement of the
value of the excess defense articles to be transferred. Notifications
pursuant to this subsection shall be considered in accordance with
the procedures applicable to reprogramming notifications submit-
ted to the relevant congressional committees.

Section 2302(kX1) defines an eligible drug producing or transit
country as a country that is a major illicit drug producing country
or a major drug-transit country (as defined in section 4403 of this
act), that has a democratic government, and whose security forces
do not engage in a consistent pattern of gross violations of interna-
tionally recognized human rights, and that is eligible to receive for-
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eign military financing assistance at the time the excess defense
articles are transfe . Section 2302(kX2), for purposes of this sec-
tion and section 2304 and 2305, defines the term “excess defense
articles” to include excess property of the Coast Guard, and for
puxgoses of this section defines the term “Department of Defense”,
with respect to such excess property, to include the Coast Guard.
Section 2302(k}3) defines relevant congressional committees, for
the purposes of this section, to include the Committees on Armed
Services, Foreign Affairs, and Appropriations of the House and the
Committees on Armed Services, Foreign Relations, and Appropria-
tions of the Senate.

Section 2302 is similar to section 517 in current law, with the fol-
lowing differences: it expands the authority to provide excess de-
fense articles for narcotics-related purposes from major drug pro-
ducing countries in Latin America to major drug produciné and
transit countries worldwide; it clarifies that excess Coast Guard
property may be transferred; it reduces the current thirty day
prior notification period to 15 days; and it clarifies the purposes for
which such articles may be provided to include counternarcotics co-
operation between host country police and military units. Under
section 402 of this act, for fiscal years 1992 and 1993 excess defense
articles for narcotics-related purposes under this section may also
be provided to host country police forces, subject to the same limi-
tations as those on aid to military forces, including those relating
to the requirement for democratic governments and respect for
human rights.

The committee notes that its efforts to provide the executive
branch with increased flexibility with regard to excess defense arti-
cles has resulted in some discrepancies in the limitations on such
articles provided under section 2301 for modernization of military
capabilities and section 2302 for modernization of counternarcotics
capabilities. The committee intends to resolve these discrepancies
as expeditiously as possible.

Section 2303—Natural resources and wildlife management

Section 2303(a) provides the authority for the President to trans-
fer eligible articles to an eligible countx;y, international organiza-
tion or a private voluntary organization for the purpose of protect-
ing and maintaining wildlife habitats and developing sound wildlife
management and plant conservation programs.

Section 2303(b) limits the transfer of eligible articles under this
section to those drawn from existing DOD stocks. This subsection
also prohibits the use of DOD funds to transfer eligible articles and
requires the President to determine that the transfer of such arti-
cles will not have an adverse impact on the military readiness of
the United States. Finally, this subsection requires that such arti-
cles can be transferred only if it is preferrable to selling them after
taking into account the potential proceeds from, and likelihood of,
such sales, and the comparative foreign policy benefiis to the
United States as a result of either a transfer or sale.

Section 2303(c) provides that eligible articles may be transferred
under this section without cost to the recipient country.

Section 2303(d) exempts this section from the requirements of
section 7201(d) of this act which requires that U.S. Government
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agencies be reimbursed when its assets are used for military assist-
ance programs, ’

Section 2303(e) prohibits the use of DOD funds for crating, pack-
ing, handling, and transportation unless the President directs that
DOD funds may be used for such purposes, subject to three criteria:
first, that the recipient country has a base rights agreement with
the United States; second, that the recipient country is eligible for
assistance under the International Development Association; and
three, that the eligible articles are being provided to the recipient
country under the authority of this section.

Section 2303(f(1) requires the President to notify the relevant
congressional committees at least 15 days prior to designating a
country as eligible to receive articles under this section. :

Section 2303(fX2) requires that 15 days prior to the transfer of ar-
ticles under this section the President shall notify the relevant con-
gressional committees and include the following information: a dis-
cussion of the need for such transfers; an assessment of the impact
of sulch transfers on U.S. military readiness; and the value of such
articles. '

Section 2303(f)3) requires that notifications pursuant to this sub-
section shall be considered in accordance with the procedures appli-
cable to reprogramming notifications submitted to relevant con-
gressional committees.

Section 2303(gX1) defines, for purposes of this section, the Depart-
ment of Defense, with respect to excess property of the Coast
Guard, to include the Coast Guard.

Section 2303(gX2) defines the term ‘eligible country’ as a country:
(1) for which foreign military financing was justified for the fiscal
year in which the transfer of articles under this section is author-
ized; (2) that is eligible to receive foreign military financing assist-
ance at the time of the transfer; and (3) that is a grandfathered
country (defined as Botswana, Central African Republic, Cameroon,
Kenya, Malawi, Tanzania, and Zimbabwe) or that has been desig-
nated by the President as an eligible country for purposes of this
section.

Section 2303(gX3) defines ‘eligible articles’ as nonlethal excess de-
fense articles, nonlethal excess property of the Coast Guard and
small arms.

It is the view of the committee that small arms include and are
limited to: pistols; rifles; and shotguns.

Section 2303(gX4) stipulates that eligible articles transferred
under the authority of this section are subject to two other sections
in the title, section 2304, an annual ceiling of transfers of EDA,
and section 2305, an annual report of transfers of EDA.

Section 2303(g)(5) defines the term ‘relevant Congressional com-
mittees’ as the Committee on Armed Services, Committee on For-
eign Affairs, and the Committee on Appropriations of the House of
Representatives and the Committee on Armed Services, Committee
gg Foreign Relations and the Committee on Appropriations of the

nate.
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Sectiolzg 2804—Annual ceiling on the transfers of excess defense arti-
c

Section 2304 establishes a ceiling of $250 million on the value of
excess defense articles which may be transferred under this chap-
ter to foreign countries or international organizations. Transfer of
defense articles made pursuant to Section 36(b) of the Defense
Trade and Export Control Act are exempted from the annual ceil-
ing.

Section 2305—Annual report or. transfers of excess defense articles

Section 2305 stipulates that the annual presentation material to
the Congress for security assistance programs include a table list-
ing by country the total value of all deliveries of excess defense ar-
ticles during the preceding fiscal year under various authorities of
law, including the FMFP progam, the special drawdown authority,
the excess defense articles authority, or under sales under the De-
fense Trade and Export Control Act. Both aggiegate original acqui-
sition cost and the aggregate value at the tine of delivery to for-
eign countries should be provided in the annual rresentation mate-

CHAPTER 4—OVERSEAS MANAGEMENT OF ASSISTANCE AND SALES
PROGRAMS

Chapter 4 modifies an existing section of law (section 515 of the
Foreign, -Assistance Act of 1961) concerning the operation of U.S.
military personnel administering military assistance and sales pro-
grams abroad. .

Section 2401—Authorized functions

Section 2401(a) provides that in order to carry out responsibilities
for the management of military assistance and sales programs, the
President may assign members of the U.S. Armed Forces to per-
form one or more of the following functions: (1) equipment and
services case management; (2) training management; (3) program
monitoring; (4) evaluation and planning of host government mili-
tary capabilities and requirements; (5) administrative support; (6)
promoting rationalization, standardization, interoperability, and
other defense cooperation measures, and (7) liaison functions exclu-
sive of advisory and training assistance.

In outlining the functions which U.S. military personnel may
perform, the committee does not intend that a military assistance
management group be established in every country which receives
military assistance. Where a'ternative arrangements have been es-
tablished, such as in small programs where management functions
are handed by the defense attache at the U.S. Embassy, or where
bilateral military relations are hundled by a joint military plan-
ning group, as in the case of Israel, section 2401 does not require
the establishment of a military assistance gro?.

Section 2401(b) stipulates that advisory and training assistance
conducted by members of the U.S. Armed Forces assigned under
this chapter shall be kept to an absolute minimum. Advising and
training assistance in countries to which members of the Armed
Forces are assigned under this chapter should be provided primari-
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ly by other personnel who are not assigned under this chapter and
who are detailed for limited periods to perform specific tasks.
_Section 2401(c) provides that at least one member of the Armed
Forces assigned to each country under this chapter be given re-
sponsibility primarily for monitoring the international security as-
sistance and sales program in that country. The purpose of this
subsection is to strengthen program monitoring controls with re-
spect to illicit third-country transfers of U.S.-origin defense articles,
which is a serious accountability problem that has developed in the
operation of the military assistance and sales program,

Section 2402—Limit on size of groups

Section 2402 provides that the total number of members of the
U.S. Armed Forces assigned under this chapter to a foreign coun-
try in a fiscal year may not exceed the number justified to the Con-
gress for that country in the congressional presentation materials
for that fiscal year, unless the Committees on Foreign Affairs and
Foreign Relations of the House of Representatives and the Senate
respectively are notified 30 days in advance of the introduction of
the additional military personnel.

The committee notes that section 8 of the International Narcot-
ics Control Act of 1990 (Public Law 101-623) requires the President
to submit monthly reports to the Congress listing the number of
members of the U.S. Armed Forces who were assigned or detailed
to, or otherwise performed functions in, each Andean country at
any time during that month. The committee will continue to moni-
tor closely U.S. military personnel levels in that region.

Section 2403—Costs

Section 2403 mandates that the entire costs (excluding salaries of
members of the U.S. Armed Forces, other than the Coast Guard) of
overseas management of military assistance and sales programs be
charged to ar reimbursed from funds made available to carry out
the FMFP program, other than any such costs which are either
paid directly under a sale of services from the stocks of the Defense
Department, or reimbursed from administrative services and other
charges paid directly by foreign governments.

Section 2404—Role of chief of mission

Section 2404 provides that members of the U.S, Armed Forces as-
signed to a foreign country under this chapter shall serve under
the direction and supervision of the Chief of the United States Dip-
lomatic Mission to that country.

CHAPTER 5~—INTERNATIONAL MILITARY EDUCATION AND TRAINING

Chapter 5 largely retains the authorities of the current chapter
five of the Foreign Assistance Act of 1961, which authorizes the
terms, conditions, and funding of the grant IMET program. '

Section 2501—General authority

Section 2501 authorizes the President to furnish IMET assistance
to military and related civilian personnel of foregn countries, Spe-
cifically, the IMET program may be provided to civilians other
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than at defense ministries and may be provided to legislators of
foreign countries, if the military education and training would (1)
foster greater respect for and understanding of the principle of ci-
vilian control of the military; (2) improve military justice systems
and procedures in accordance with internationally recognized
human rights; (3) contribute to responsible defense resource man-
agement; or (4) contribute to cooperation between military and law
enforcement personnel with respect to counternarcotics law en-
forcement efforts.

The committee notes the strong support for training of legisla-
tors and believes such training is an effective use of IMET funds
and will further enhance the objectives of the program.

Training and education under this chapter may be provided
through attendance at military educational and training facilities
in the United States (other than service academies) and abroad,
through attendance in special courses of instruction at schools and
institutions of learning or research in the United States and
abroad, and through observation and orientation visits to military
facilities and related activities in the United States and abroad.

Section 2502—Terms of assistance

Section 2502 provides that IMET shall be furnished on a grant
basis. IHowever, wherever feasible, military education and training
shall be provided on credit terms under the FMFP program.

Section 2503—Exchange training

Section 2503 authorizes the President to provide for attendance
of foreign military personnel at professional military education in-
stitutions in the United States (other than service academies) with-
out charge; and without charge to IMET funds, if such attendance
is pursuant to an agreement providing for the exchange of students
on & one-for-one, reciprocal basis each fiscal year, between those
U.S. professional military education institutions and comparable
institutions of foreign countries and international organizations.

Section 2504—Training in maritime skills
Section 2504 encourages the President to allocate a portion of
IMET funds each fiscal year for use for education and training in

maritime search and rescue, operation and maintenance of aids to
navigation, port security, and other maritime skills.

Section 2505—Authorizations of appropriations

Section 2505 authorizes $52.5 million for each of the fiscal years
1992 and 1993 for the IMET program. Under section 402 of this act,
for fiscal years 1992 and 1993, the prohibition contained in section
6202 (relating to aid to police) shall not apply to IMET provided for
narcotics-related purposes under certain conditions. '

The following table shows the executive branch request for inter-
national military education and training for fiscal year 1992, and
the actual and estimated levels for fiscal years 1990 and 1991. The
commn:ittee authorized the full executive branch request for fiscal
year 1992,
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 INTERNATIONAL MILITARY EDUCATION AND TRAINING PROGRAM BUDGEY AUTHORITY 2

[Dollars in thoussnds)
Fiscal yoar—
“Actual 1990
S
Alrica:

Benin 10 100 125
Botswana 385 11 400
Burkina Faso. 86 100 100
Burundi 162 175 200
Cameroon 3 215 3%
Cape Verde. 63 15 100
Central African Republic. 157 200 255
Chad 384 300 380
Comoros L] R 75
Congo. 2 50 105
Cote D'Ivoire 162 150 200
Djibouti 169 178, 175
Equatorial Guinea 105 100 100
Gabon. 5 100 150
Gambia 112 100 125
Ghana 17 175 175
Guinea, 170 150 175
Guinea-Bissau. 95 100 150
Kenya ,068 1175 100
Lssatho 68 15 75
Liberis 0 0 100
Madagascar 100 15 100
Malwi........... 17 250 250
Mali 173 175 175
Mauritania 125 125 0
Mauritius. 0 25 100
0 100 100

Namibia 0 100 180
Niger 309 25 300
Nigeria 102 -100 500
Rwanda 101 100 100
Sao Tome and Principe 110 125 125
Senegal 529 525 525
Seychelles 23 100 100
Sierra Leone 9% 100 200
Somalia 0 0 300
Sudan 0 0 300
Swaziland 15 15 100
Tanzania, 89 100 150
Togo 107 100 150
Uganda 109 175 200
laire 644 § 300
Timbabwe, .3 250 300
Regional total 6,986 6941 9,145

American Republics:

Antigua-Barbuda 22 100 100
Argenting 149, 150 200
Bahamas 51 125 125
Barbados ? 53 100 100
Befize 106 115 125
Bolivia 552 900 900
Brazil 7 125 150
Chile 0 100 150
Colombia 1,500 ~2,500 2,300
Costa Rico. 232 230 230
Dominica ? X8 100 100
Dominican Repubiic. 176 500 500
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INTERNATIONAL MILITARY EDUCATION AND TRAINING PROGRAM BUDGET AUTHORITY *—Continued

[Doltars n thousands)
Fiacal year—
Actual 1990 Estinated
191 lgz
Ecuador 101 800
B Sabvador 1,592 1,055 1400
Grenada ¢ . 1 100
Guatemala 9 400 400
Guyana 0 50 50
Haiti 0 200 665
Honduras 1,083 1,100 1,100
Jamakca 301 L] 4
Mexico 304 400 430
Pacams 2,398 1,000 1,000
Paraguay m 175 175
Peru 458 900 900
St. Kitts and Nevis 65 100 100
St. Lucia ® 8 100 100
St. Vincent & Grenadines 3 i 100 100
iname 0 25 0
Trinidad and Tobago 3 95 95
Uruguay . 198 200 325
Venervela : 102 . 125 175
Regional total 11,642 1,770 13,45
East Asla and Pacific:
"0 0 0
Aji 0 50 50
Indonesia 1,985 1,900 2,300
Korea 127 1,000 800
996 0 1,100
Papua New Guinea 5 75 80
Philippines 2,589 2,600 2,600
9 20 15
Solomon slands 3 -8 50
Thailand 2,69 2,400 2,500
Tong2 3 50
Vanuatu 0 K} 50
Regional total 9,51 8,175 9,795
Europe and Canada:
Austria 13. 15 0
Crechoslovakla 0 5 75
Fintand 3 15 0
Greecs, 629. 550 500
Hungary 0 50 15
" loeland 8 0 0
Iretand, 0 3 0
wlatta s © o0 65
Poland 0 5 - 15
Portugal 23% 2,650 285
Spain 2087 . 1,500 1,200
Turkey. 3N 3400 3,500
Yugoslavia % 1 100
Regional total . 8,669 8470 8,440
Near East and South Asi:
Ageria 150 150 150
Bangladesh 305 300 35
Egypt 1,636 1,500 1,800
India 282 300 U5
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INTERNATIONAL MILITARY- EDUCATION AND.TRAINING PROGRAM BUDGET AUTHORITY *—Continued

[Dokars in thosands]
S
A1 T g
ml';gl lggl
Lebanon ' 130 00 - 400
Makives ; , 4 0 . .10
Morocco \ : : 1394 . 1,050 1,150
Nepal 123 - 18 185
Oman . 178 100 100
Pakistan ; 960 915 )
Sii Lanka 191 160 200
Tunisia v 1492 145 125
Yemen 1,086 0 0
Regional total 10,173 8,680 8915
Nonregionak: '
General Costs 135 22,160 2,460
Nonregional total 135 2,160 2460
Totat budget authority 47,196 47,19 52,500

m—rmmmmummg ’ . ) .
meu mm&mtmwmmmmhmlllmamohﬁwf muntly grams.
Hm alhmt;lmﬁmhlmhmmapmmm tedb,ﬂnmwmutolﬁlaelluﬂ 'L 101~
513!?4 1991 | tmktlhumﬁnhm civilian personnel, includin uhosomlhlhomlmtxyo(dd
d‘e’mmﬁmnamt,umnm of the miitay, military justice systems, and recognition of h umanrkhts

CHAPTER 6—PEACEKEEPING OPERATIONS

Chapter 6 modifies an existing chapter in current law, chapter 6
of the Foreign Assistance Act of 1961, by establishing the terms,
conditions, and funding for peacekeeping operations.

Section 2601—General authority

Section 2601(a) provides general authority to the President to
furnish assistance to friendly foreign countries and international
organizations for peacekeeping operations and activities and relat-
ed programs. The committee expects activities and related pro-
grams to serve peacekeeping purposes.

Section 2601(b) provides that PKO funds may be used to reim-
burse the Department of Defense for peacekeeping activities pursu-
ant to section 7 of the United Nations Participation Act of 1945.
Such reimbursement is limited to $5 million in any fiscal year
unless specifically authorized by Congress.

Section 2601(c) stipulates that the PKO authority is in addition
to any other authority which may be available for peacekeeping op-
eratlons Asgistance provided under this chapter for peacekeeping

rations and activities and related programs may be made avail-
le notwithstanding any provision of law that restricts assistance
to foreign countries.

Section 2602—Special transfer and drawdown authorities

Section 2602 provides that if the President determines that an
unforeseen emergency exists whercby additional funding for peace-
keeping purposes over and above the amounts authorizad in section
2604 is required, he may transfer economic support assistance into
the PKO account in an amount not to exceetf $15 million in any
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fiscal year. Under the authority of this section, the President may
also drawuown commodities and services from any U.S. Govern-
ment agency not to exceed $25 million in any fiscal year. Authori-
zation to reimburse applicable appropriation accounts is also pro-
vided by this section.

Section 2609—Administrative authorities

Section 2603 provides that administrative authorities used to
govern economic assistance apply to PKO assistance and that PKO
assistance is not included in administrative authorities for military
assistance and sales programs.

Section 2604—Authorizations of appropriations

Section 2604 authorizes $28 million for each of the fiscal years
1992 and 1993 for PKO assistance.

The $28 million will be used for the Multinational Force and Ob-
gervers (MFO) ($19.5 million) and the U.N. forces in Cyprus ($8.5
million). The Unitec States has funded the MFQ since 1981 in
order to help supervise the withdrawal of Israeli troops from the
Sinai and maintain a peaceful border between Israel and Egypt
pursuant to the Israel-Egypt peace treaty. The United States has
contributed to the U.N. Force in Cyprus since its inception in 1974.

CHA! TER 7-—STOCKPILING OF DEFENSE ARTICLES FOR FOREIGN
COUNTRIES

Chapter 7 modifies, while essentially retaining, an existing sec-
tion of law (section 514 of the Foreign Assistance Act of 1961) to
regulate the operations of U.S. military stockpiles abroad.

Section 2701—Restrictions on stockpiling

Section 2701(a) provides that defense a:ticles in Defense Depart-
ment inventory set aside, reserved, earmarked, or intended for
future use by any foreign country may not be made available to
any foreign country unless the transfer is authorized by the For-
eign Assistance Act, or the Defense Trade and Export Control Act,
and the value of such transfer is charged against funds authorized
under the Foreign Assistance Act or against any limitation which
may be established by the Congress.

Section 2701(b) defines the value of stockpiled defense articles to
be their acquisition cost plus crating, packing, handling, and trans-
portation costs incurred in carrying out the establishment of a
stockpile under this section. A defense article transferred from any
stockpile for use by a foreign country may not be considered an
excess defense article for purposes of determining value.

Section 2702—Location of stockpiles

Section 2702(a), except as provided for in section 2702(b), prohib-
its the location of a stockpile outside the boundaries of a United
States military base or a military base used primarily by the
United States.

Section 2702(b) states that the prohibition detailed in section
2702(a) does not apply to stockpiles located in the Republic of
Korea, Thailand, any country that is a member of the North Atlan-
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tic Treaty Organization, or any country that is a major non-NATO
ally (as defined in section 47(9) of the Defense Trade and Export
Control Act), or any other country the President may designate.

If the President should designate another country for purposes of
section 2702, at least 15 days prior to such designation the Presi-
dent shall notify the Committee on Foreign Affairs of the House of
Representatives and the Committee on Foreign Relations of the
Senate in accordance with the reprogramming procedures outlined
under section 6304 of this act. -

Section 2708—Additions to war reserve stocks

Section 2703(a) provides that the value of additional defense arti-
cles designated as war reserve stocks for allied or other foreign
countries, other than for NATO purposes, in stockpiles located in
foreign countries may not exceed in any fiscal year an amount
specified in legislation authorizing military assistance programs for
that fiscal year.

Section 2303(b) provides that the value of additions to stockpiles
in foreign countries shall not exceed $429 million for each of the
fiscal years 1992 and 1993.

CHAPTER 8—ASSISTANCE TO COMBAT INTERNATIONAL TERRORISM

Chapter 8 consolidates, reorganizes, and revises title V of the
Foreign Assistance Act various provisions of the International Se-
curity and Development Cooperation Act of 1985 (Public Law 99-
83), the Anti-Terrorism and Arms Export Amendments Act of 1989
and the Aviation Security Act of 1990.

Section 2801—Coordination of all United States terrorism-related
assistance to fo.eign countries

Section 2801 retains section 502 of Public Law 99-83 which desig-
nates the Secretary of State as responsible for the coordination of
all terrorism-related assistance provided by the United States.

Section 2802—Considerations in providing assistance

Section 2802 retains section 571 of current law which authorizes
the President to furnish antiterrorism assistance, including train-
ing and the provision of commodities, to foreign countries to en-
hance the ability of law enforcement personnel to deter terrorists
and terrorists groups from engaging in acts of international terror-
ism. This section acl:nowledges that terrorism is a transnational
threat which poses a danger to a stable world order and to the
traveling public.

Section 2803—Purposes of antiterrorism assistance

Section 2803 retains section 572 of current law regarding the
purposes for which antiterrorism assistance may be provided.
These purposes include the enhancement of the antiterrorism skills
of friendly foreign governments, the strengthening of bilateral ties
with such governments, and increasing respect for internationally-
recognized human rights by sharing humane and effective antiter-
rorism techniques.
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Section 2804—Authorities and limitations

Section 2804 retains most of the provisions of section 573 of cur-
rent law regarding the reimbursement by foreign governments of
funds provided under this act, restrictions on the use of foreign
military financing program funds for the provision of antiterrorism
assistance, consultation with the Assistant Secretary for Human
Rights and Humanitarian Affairs in the development and imple-
mentation of this program, and limitations on the provision of
training and commodities to eligible foreign countries.

Section 2804 differs from current law by allowing antiterrorism
training, including retraining, to be conducted outside the United
States if; (1) training outside the United States will be provided
during a period of not more than 30 days; (2) such training relates
to aviation, maritime, or facility security, crisis management, docu-
ment screening techniques, VIP protection, or the hancling of
bomb detector dogs; and (3) the Committee on Foreign Affairs of
*he House of Representatives and the Committee on Foreign Rela-
tions of the Senate are notified 15 days in advance under the proce-
dures applicabie to reprogrammings.

The committee originally prohibited training outside the United
States because of congressional concern over possible misuse of this
authority, which arose from the congressional perception that the
Public Safety Assistance Program conducted by the Agency for
International Development during tne 1960's and early 1970's went
beyond the original intent of the law. In addition, weak oversight
of this program by the executive branch allowed assistance under
the program to be administered to governments without due regard
for human rights abuses.

During the past 7 years, the antiterrorism training assistance
program has been a highly effective, well-managed, targeted pro-
gram. The committee believes that allowing the provision of specif-
ic, limited types of antiterrorism training outside the United States
will greatly enhance the cost effectiveness and achievement of the
objectives of this program.

Section 2805—Reports to Congress

Section 2805 retains most of section 574 of current law which re-
quires an annual report on the provision of antiterrorism assist-
ance, including a detailed list of countries which received assist-
ance in the preceding fiscal year and the type of assistance re-
ceived, countries programmed to receive assistance in the current
fiscal year, and countries proposed to be added to the list of eligible
recipients. In addition, this section requires advance notification to
Congress on the eligibility of foreign countries and the provision of
assistance to such countries.

Section 2806—Administrative authorities

Section 3106 retains section 576 of current law which applies var-
jous restrictions and administrative authorities contained in this
Act to this program.
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Section 2807—Authorizations of appropriations

Section 2807 authorizes to be appropriated $15 million in each of
tﬁe ft'igcal years 1992 and-1993 to carry out the purposes of this
chapter.

Section 2808—Prohibition on assistance to ‘countries supporting
international terrorism

Section 2808 retains section 620A of current law which prohibits
the provision of assistance to countries which the President has de-
termined grant sanctuary from prosecution to any individual or
group which has committed an act of international terrorism or
otherwise supports international terrorism.

CHAPTER 9—OTHER PROVISIONS
Subchapter A-——Special Drawdown Authorities

Section 2901—Special drawdown authoriiies

.Section 2901 essentially retains a provision of current law (sec-
tion 506 of the Foreign Assistance Act of 1961) which gives the
President authority to transfer defense articles and services to for-
eign countries in emergencies.

Section 2901 stipulates that if the President determines and re-
ports to the Congress that an unforeseen emergency exists which
requires immediate military assistance to a foreign country or
international organization, and the emergency cannot be met by
existing authorities or laws, the President may direct the draw-
down, on a grant basis, of stocks and services from the defense De-
partment to meet such an emergency.

Section 2901(b) stipulates that, if the President determines that it
is in the national interest of the United States to do so, the Presi-
dent may direct the drawdown of nonmilitary commodities from
the stocks and services of the Defense Department for purposes of
providing assistance for international narcotics control assistance,
international disaster assistance, or for assistance under the au-
thorities of the Migration and Refugee Assistance Act of 962,

Section 2901(c) sets an annual ceiling of $100 million in any fiscal
year on the aggregate value of defense articles and services provid-
ed under subsection (a) and an annual ceiling of $75 million in any
fiscal year on the aggregate value of commodities and services pro-
vided under subsection (b).

Section 2901(d) stipulates that the President may exercise the
special drawdown authorities of this section upon providirs notifi-
cation to the Committee on Foreign Affairs and the Committee on
Appropriations of the House of Representatives and the Committee
gx; Foreign Relations and the Committee on Appropriations of the

nate.

Section 2901(d) further stiuplats that if the President exercises
the authorities under paragraphs (1) and (3) of subsection (b) (relat-
ing to nonmilitary commodities provided for international narcotics
assistance and for assistance under the authorities of the Mi ation
and Refugee Assistance Act of 1962), the notification shall pro-
vided at least 15 days in advance in accordance with the repro-
gramming procedures outlined under section 6304 of this act.



81

Section 2901(e) exempts the authority of this section from the re-
quirement in section 7201(d) of this legislation that U.S. Govern-
ment agencies be reimbursed when assets are used for military as-
sistance purposes.

Section 2901(f) states that the term ‘commodities’ and the term
‘gservices’ includes military education and training for the purposes
of this section.

Section 2901(g) authorizes such sums as may be necessary to re-
imburse the Department of Defense for defense articles and serv-
ices, and for commodities and services provided under this section.

Subchapter B—Exercise and Coordination of Functions

Section 2921—Responsibilities of the Secretary of State

Section 2921 retains elements of section 622(c) of current law.
The Secretary of State, under the President’s direction, is responsi-
ble for coordination of assistance authorized under this title. Assist-
ance programs are to be effectively integrated at home and abroad
s0 as to be consistent with U.S. foreign policy. The Secretary is also
responsible for determining whether there will be a military assist-
ance program for a country and the amount of such program.

Section 2929—Responsibilities of the Secretary of Defense

Section 2922 retains the provisions of section 623 of current law,
It sets forth the functions and responsibilities of the Secretary of
Defense for the military assistance programs.

Section 2923—Security assistance coordination

Section 2923 retains section 624(e) of current law which provides
for the appointment of a security assistance coordinator. The sec-
tion also requires the Chief of the U.S. diplomatic mission abroad
to coordinate military assistance recommendations with political
and economic considerations. This provision follows section 622(b)
of current law.

Subchapter C—Miscellaneous

Section 2941—Personnel limited to noncombatant duties

Section 2941 retains limits as contained in current law (section

21(c)1 of the Arms Export Control Act) on the duties of U.S. person-
nel providing defense services and military training.
_ The section stipulates that U.S. personnel providing defense serv-
ices, military assistance, and military education and training may
not perform duties of a combatant nature (including any duty re-
lated to training and advising that may engage United States per-
sonnel in combat duties) outside the United States in connection
with the performance of their duties.

The committee recognizes, however, that this provision does not
prohibit the performance of such duties by U.S. personnel during
perigds in which the United States is authorized to be involved in
combat.
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Seciion 202—Conforming amendments to Arms Export. Control Act

Section 202 contains a number of conforming amendments re-
quired as a result of the consolidation of the MAP and FMS ac-
counts into the new FMFP program. A total of 15 conforming
changes are involved, described as follcws:

(1) An amendment to section 2(b) of the Arms Export Control
Act to strike the reference to military iinancing among the re-
sponsibilities delineated to the Secretary of State under the
Arms Export Control Act since military financing is no longer
authorized under that Act;

(2) An amendment to section 3(c) of the Arms Export Control
Act striking a prohibition on credit sales to countries found to
be ineligible for military financing;

(3) An amendment to section 3 (d) and (e) of the Arms Export
Control Act to strike a reference to third-country transfer con-
trols on MAP assistance;

(4) An amendment to section 5 of the Arms Export Control
Act to remove a prohibition on the use of FMS credits to coun-
tries who discriminate against U.S. personnel on the basis of
race, religion, national origin, or sex. The prohibition will
apply only to military sales since military financing will no
longer be authorized under the Arms Export Control Act as a
result of the creation of the consolidated FMFP program,;

(5) An amendment to section 6 of the Arms Export Control
Act to remove a prohibition on the use of FMS credits to any
country which engages in a consistent pattern of intimidation
and harassment against individuals in the United States. The
prohibition has b en rewritten to include all foreign assistance
as well as militc 'y sales and is contained in section 7508 of this
legislation;

(6) An amendment to section 21 of the Arms Export Control
Act to insert language which exempts from nonrecurring costs
equipment paid for on a grant basis;

() An amendment repealing section 28 of the Arms Export
Control Act, the basic authority for FMS credit sales. This au-
thority is superseded by the authority for the consolidated
FMFP program;

(8) An amendment to section 24 of the Arms Export Control
Act to maintain authority to refinance and reschedule past
debt incurred under the old FMS credit and guaranty pro-
grams in operation prior to the effective date of this legisla-
tion;

(9) An amendment to section 25(a) of the Arms Export Con-
trol Act to conform reporting of dollar values of military assist-
ance, reporting of countries eligible for cash flow financing,
and reporting of credit and guaranty agreements with foreign
countries under that section to the creation of the FMFP pro-

gram,

(10) An amendment to section 25(d) of the Arms Export Con-
trol Act to include the FMFP program in the definition of
funds affected by cash flow financing authorized for certain
military assistance recipients;
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(11) A repeal of section 31, which authorized funds for FMS
credits, and which has been superseded by the creation of the
FMFP program,; ‘

(12) An amendment to section 36(a) of the Arms Export Con-
trol Act to strike a reference in the Foreign Assistance Act of
1961 and to replace it with a reference in this Act regarding
conditions for eligibility; ,

(13) An amendment to section 37 of the Arms Export Control
Act to include the FMFP program in fiscal provisions for the
military assistance and sales program;

(14) An amendment to section 40(aX3) of the Arms Export
Control Act to strike a reference to the Foreign Assistance Act
of 1961 and to replace it with a reference in this Act regarding
conditions for eligibility;

(15) An amendment to section 42 of the Arms Export Control
Act to make technical corrections on reporting of coproduction
agreements necessitated by new reporting provisions on such
agreements mandated by the new FMFP program; and

Section 209—Transition rule concerning disposition of certain previ-
ously provided military equipment
Section 203 provides that the President may waive the require-
ments in current law which mandate the return of defense articles
and services when they are no longer needed by foreign countries.

CHAPTER 2—FOREIGN MILITARY SALES PROGRAM

Chapter 2 of this title creates a new Defense Trade and Export
Control Act to replace the current Arms Export Control Act. The
creation of this new Act, one of the major recommendations of the
committee’s Task Force on Foreign Assistance, is a recognition that
military sales which are consisteat with foreign policy and national
security objectives should be supported and be made part of an
overall export promotion and control effort.

The objectives outlined at the beginning of the new act recognize
that expanding trade and defense cooperation activities with our
NATO allies and other friendly foreign countries, which have de-
veloped in large measure subsequent to the enaciment of the Arms
Export Control Act in 1976, have altered the nature, scope, and di-
rection of the U.S. military sales program. At the same time, the
objectives outlined at the beginning of the new act, much as the
case with the objectives for the new FMFP program, provide a re-
sponsible and effective framework to enhance legislative oversight
and program implementation of military sales.

The act focuses on military goals, including close cooperation
with our allies in arms research, development, and production, and
moves the military sales program away from unrealistic political
linkages that are inappropriate to defense partners who are not
using U.S. financing to make purchases of U.S. defense articles and
services. At the same time, the new Defense Trade and Export Con-
trol Act retains appropriate congressional prior review provisions
on arms transfers, third-country transfers, leases, and other forms
of military cooperation that were contained in the Arms Export
Control Act. It also establishes new accountability provisions con-
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cerning the Departments of Defense and State management of the
program.

e new act, in keeping with the recommendations of the com-
mittee’s Task Force on Foreign Assistance, eliminates cumbersome
and obsolete reporting provisions which have hindered both pro-
gram implementation ’}‘?’1 the executive branch and effective over-
sight by the Congress. The new act also establishes one clear stand-
ard prior review period for congressional review of third-country
transfers, government-to-government arms sales, commercial arms
sales, manufacturing license agreements, and leases of defense arti-
cles, in lieu of the current bewildering array of standards and con-
flicting list of countries affected by each of the above elements of
the international traffic in arms. The new act will thus create a
more effective, flexible, and accountable military sales program
better able to serve foreign policy and national security objectives.

Section 221—Arms transfer policy

Section 221 establishes a new policy b‘y amending the Arms
Export Control Act and creating a new Defense Trade and Export
Control Act. The policy objectives of this act are as follows:

(1) Ensuring that arms transfers are fully consistent with
U.S. foreign and national security policies;

(2) Ensuring that arms transfers directly enhance or achieve
specific national defense requirements of the recipient country
or objectives of mutual concern and contribute directly to the
common defense;

(3) Promoting defense cooperation through the transfer of

jnited States major defense equipment and other defense arti-
cles and services, including licensed production and coproduc-
tion;

(4) Promoting rationalization, standardization, and interoper-
ability of foreign military forces with U.S. armed forces;

(5) Contributing to the deterrence of aggression and promot-
ing regional security by enabling recipient countries to negoti-
ate peaceful solutions to conflicts with confidence;

(6) Enabling recipient countries to participate in regional or
collective arrangements or other measures consistent with the
U.N. Charter;

(7) Enabling recipient countries to participate in collective
measures requested by the United Nations; and

(8) Complementing U.S. efforts to restrain and control the
international transfer of defense articles and defense services
and to encourage international conventional arms control ar-
rangements.

The committee notes that an additional urpose of the United
States in implementing the authorities of the Defense Trade and
Export Control Act is to maintain the viability of the defense in-
dustrial base of the United States, by such means as lengthening
production runs, reducing unit costs, and providing continued em-
pfl}qyment for defense industry workers and appropriate conversion
efforts.

The caFacity of the United States to provide military assistance
to friendly nations worldwide creates a basis that serves our for-
eign policy and national security objectives, including our collective
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security arrangements. Absent that capacity, which is based in
large part on a robust defense industrial base, the ability of the
Unitetf States to provide tangible U.S. support for political actions
of allied and friendly countries would be hindered.

The committee believes, however, that the maintenance of a
strong military industrial base, should not be viewed as a Jjustifica-
tion for military sales in and of itself, but rather as a natural by-
product and a complimentary aspect to the eight policy objectives
outlined in this section.

Section 221 further calls on the President to continue to seek,
through negotiations with the Soviet Union and other countries
that supply or receive defense articles and defense services, the es-
tablishment of effective multilateral controls on arms transfers.

Section 221(d) also amends the Defense Trade and Export Control
Act to repeal section 4 of the predecessor Arms Export Control Act
dealing with purposes for which military sales by the United States
as authorized. These purposes are transferred to section 3 of the
Defense Trade and Export Control Act and are not changed. The
purposes for which U.S. military sales are authorized will continue
to be: (1) legitimate self-defense; (2) participation in regional or col-
lective arrangements or measures consistent with the UN Charter
or participation in collective measures requested by the United Na-
tions for the purpose of maintaining or restoring international
peace and security; (3) internal security; (4) construction of public
works, or other activities which contribute to the economic and
social development of the recipient country; and (5) such other pur-
poses as may be provided for in particular provisions of law.

Section 221(e) also provides that any reference in current law to
the Arms Export Control Act shall be deemed to be a reference to
the newly created Defense Trade and Export Control Act.

Section 222—Improved accounting for foreign military sales

Section 222 amends section 37 of the Defense Trade and Export
Control Act to establish a new centralized accounting system for
the military sales program. The President is required to take the
following steps in implementing such a system: (1) ensure that a
new trust fund is established for the deposit of funds with respect
to any sale of defense articles, defense services or design and con-
struction services entered into after September 30, 1992, so0 as to
isolate financial transactions relating to new sales from those relat-
ing to previous sales; (2) ensure that the centralized accounting
system be able to account for payments received, payments made,
and performance pursuant to payments with respect to military
sales. The new system should also have the necessary access to
military service accounting and billing systems and be fully oper-
ational not later than September 30, 1992; (3) ensure that coordina-
tion and uniformity are enforced among the accounting and billing
syrtems for military sales maintained by the military services; and
(4) reconcile the discrepancies between reported disbursements and
reported performance with respect to military sales which are still
being implemented or have been completed prior to the establish-
rllsl)%gt of the new centralized accounting system on September 30,
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The purpose of this section is to correct a long-standing problem,
identified by numerous reports of the GAQO and the Committee on
Government Operations of the House of Representatives, that has
resulted in the Department of Defense's inability to account for
hundreds of millions of dollars in expenditures from country ac-
counts set up under the Foreign Military Sales Trust Fund to proc-
ess military sales. These reports have pointed to the need for a
complete overhaul of the Department of Defense accounting sys-
tems for military sales. Such an overhaul is required because of ex-
traordinary delays in the reporting of military sales to the Securit
Assistance Accounting Center (SAAC), originally set up to central-
ize FMS accounting, old accounting errors, sometimes for millions
of dollars that have never been corrected, and lost records resulting
in unrecoverable financial data.

In conducting its comprehensive review of foreign assistance pro-

grams, the committee’s Task Force on Foreign Assistance recom-
mended that DOD establish a new centralized accounting system,
with specific features to include the establishment of a new FMS
Trust Fund to handle future arms sales cases while discrepancies
from ﬁast cases in the current Trust Fund are being reconciled,
and the improvement and centralization of military service ac-
counting systems so as to locate the whereabouts and reasons for
lost and inaccurate information on sales cases, and to establish
clear-cut lines of authority within DOD which will provide clear in-
ternal guidance and enforce such guidance throughout the Depart-
ment. :
In July, 1988, the Department of Defense issued a new directive
outlining a number of changes in Department of Defense account-
ing procedures and establishing authority with the Department of
the Air Force for resolving accounting problems within the three
military services. These new controls have been in effect since
March, 1989 and have resulted in good progress on the reconcilia-
tion of FMS Trust Fund activity. However, it is essential that this
directive be fully implemented and that the Defense Security As-
sistance Agency take an active role, together with the Department
of the Air Force, in ensuring that centralized accounting directives
and requirements are enforced within the military services, It is
the committee’s intent that a single new trust fund be established
by September 30, 1992 to isolate new sales from previous sales
until the full accounting controls are established and verified by
external audit organizations.

The Department of Defense should modify the current account-
ing system at SAAC to improve central accounting data control
and quality. Effective data control changes must be fully imple-
mented by September 30, 1992. The Department’s reconciliation ef-
forts also must be continued to insure reported disbursements and
reported performance are equal at case closure, that summary and
detail cash records are reconciled on a continuing basis, and that
reconciliation for completed sales be accomplished.

The committee acknowledges that progress has been made by the
Defense Department to improve their accounting system of FMS
sales but the committec believes that a separate trunt fund is the
only way to achieve complete reconciliation and account for contin-
uedy discrepancies of the FMS sales cases.
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Sectior:. 228—Designation of major non-NATO allies

Section 228 provides for the replacement of current statutory au-
g}zrit regarding the designation of major non-NATO allies by the

sident

Section 223(a) creates a new section 48 of the Defense Trade and
Export Control Act. Section 48(a) requires the President to notify
Congress 30 days before the designation of a major non-NATO ally
or the termination of such a designation.

Section 48(b) provides that Australia, Egypt, Israel, Japan, and
the Republic of Korea shall be deemed by the President as of the
effective date of this section to be major non-NATO allies and that
no further notice of such designation of the Congress is required.
Those countries have already been designated major non-NATO
allies under current law.

Section 223(a) also amends section 47 of the Defense Trade and
Export Control Act to add a definition of major non-NATO ally to
the current list of definitions in section 47. A major non-NATO ally
means a country which is designated in accordance with new sec-
tion 48 as such a country for purposes of the Foreign Assistance
Act and the Defense Trade and Export Control Act. Existing refer-
ences in the Defense Trade and Export Control Act (sections 21(g)
and section 65(d)) regarding the designation of a major non-NATO
ally are repealed, since the new section 48 created by this legisla-
tion will now designate major non-NATO allies.

Section 223(b) amends section 21(g) of the Defense Trade and
Export Control Act to make a technical change regarding the ex-
tfﬂgsion of cooperative training agreements with major non-NATO
allies.

Section 224—Certification thresholds

Section 224 amends the Defense Trade and Export Control Act
by increasing the dollar thresholds which trigger executive branch
notifications to the Congress for arms transfers, construction serv-
ices and third country transfers.

The committee believes that the increase in dollar thresholds
will reduce unnecessary reporting requirements while preserving
congressional oversight of major arms transfers.

Section 224(a) increases the dollar thresholds with respect to
three separate classifications of military equipment and services:
first, from $14 million to $18 million for major defense equipment
(as defined by section 7601(d)6) of this Act); second, from $50 mil-
lion to $75 million for defense articles and services (as defined by
section 7601(d) (2) & (4) of this act); and third, from $200 million to
$300 million for design and construction services (as defined by sec-
tion 7601(d)(4) of this Act).

Section 224(b) stipulates that the changes made by subsection (a)
only apply to those certifications required to be submitted on or
after the effective date as specified in section 1101 of this Act.

Section 225—Standardizing congressional review procedures for
arms transfers

Section 225 consists of seven subsections that standardize the
period for prior congressional review and possible disapproval by
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joint resolution for the six types of arms transfers conducted under
the Defense Trade and Export Control Act: third-country transfers
of items provided on a government-to-government basis, third-coun-
try transfers of items provided on a commercial basis, government-
to-government arms sales, commercial arms sales, commercial
arms manufacturing agreements, and government-to-government
leases.

Section 225 represents a major clarification and improvement on
the current myriad of confusing and conflicting review procedures
for the six types of arms transfers currently mandated by law. In
its place section 225 sets up the following procedures for all six
types of arms transfers: (1) a 15-day prior congressional review and
possible disapproval by joint resolution for arms transfers to NATO
member nations, Australia, and Japan. Arms transfers to New Zea-
land will be treated under the 15-day review period for third-coun-
try transfers of items provided on a government-to-government
basis, and government-to-government arms sales. New Zealand is
also eligible for 15-day review in the other categories of arms trans-
fers if the President so designates and reports that designation to
the Congress and because New Zealand is a member of a military
alliance with the United States, and because applying the shorter
review period would encourage New Zealand to remove obstacles to
entering a military alliance with the United States, or to do so
would be in the national security interests of the United States; (2)
a 30-day prior congressional review and possible disapproval by
joint resolution for arms transfers to all other nations eligible to
receive such transfers under the Defense Trade and Export Contiol
Act; (3) provisions which enable the President to waive the above
review procedures for the various types of arms transfers if he cer-
tifies to the Congress that an emergency exists and so reports to
Congress; (4) provisions which call for expedited procedures for the
consideration of joint resolutions of disapproval on any of the above
types of arms transfers.

Section 226—Foreign availability

Section 226 amends section 36(b) of the Defense Trade and
Export Control Act to require the President, in notifying the Con-
gress of all government-to-government arms sales under that sec-
tion to previde an analysis of the extent to which comparable kinds
and amounts of defense articles, defense services, or design and
construction services are available to the proposed recipient of the
arms sales. Current law requires only that such information be
provided with respect to a particular arms sale upon the request of
the Committee on Foreign Affairs of the House of Representatives
or the Committee on Foreign Relations of the Senate.

Section 226 also amends section 36(c) of the Defense Trade and
Export Control Act to require that the same information be provid-
ed for notifications to Congress of commercial arms sales. In requir-
ing this new information, the committee hopes to accomplish more
complete oversight of the economic as well as political conse-
quences of either approving or rejecting major arms sales to for-
eign countries.
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Section 227—Economic impact of United States arms sales

Section 227 amends section' 25(a) of the Defense Trade and
Export Control Act to require the annual report on arms sales
under that section to include an analysis of the economic benefits
or disadvantages to the United States of military sales and licensed
commercial exports under the Act during the previous fiscal year.
Section 227 also amends section 36(bX1) of the Defense Trade and
Export Control Act to require that the President, upon the request
of the Committee on Foreign Relations oi’ the Senate or the Com-
mittee on Foreign Affairs of the House of Representatives, furnish
an analysis of the economic benefits or disadvantages to the United
States of a proposed arms sale under section 36(b) of that Act,

Section 228—Coproduction agreements

Section 228(a) amends section 36(a) of the Defense Trade and
Export Control Act to require that the quarterly report under that
section include new information on all concluded government-to-
government agreements governing foreign coproduction of defense
articles of U.S. origin, including memoranda of understanding or
agreement that have not been previously reported under section
36(a). Information to be provided includes the identity of foreign
countries or international organizations involved in a coproduction
agreement, a description and estimated value anthorized to be pro-
duced as well as ar. estimate of the quantity of articles authorized
to be produced, a description of any restrictions on third-party
transfers of the defense articles manufactured in foreign countries,
and a description of measures and controls incorporated in copro-
duction agreements to ensure compliance with restrictions in such
agreements on production quantities and third-country transfers.

Section 228(b) creates a new section 31 of the Defense Trade and
Export Control Act to provide for sanctions against foreign parties
or countries that violate the third-country transfer restrictions in
coproduction agreements.

tion 31(a) provides that sanctions shall be applied if a foreign
party to a coproduction agreement substantially violates third-
country or third-party transfers in such an agreement or otherwise
disposes of defense articles produced or technical data or defense
services proviCed under that agreement in an unauthorized
manner.

Section 31(b) provides that the sanctions outlined in this section
shall apply if either the President so determines in writing to the
Congress or if the Congress so determines by joint resolution.

Section 31(c) provides that if a substantial violation of third-coun-
try or third-party restrictions on coproduction agreements occurs,
the foreign party involved will lose all authority to produce defense
articles abroad that is currently granted by coproduction agree-
ments to which it is a party, and new licenses may not be granted
to the foreign party in question.

Section 31(d) defines the sanction period for violations of copro-
duction agreements to Legin on the date on which the President
notifies the Congress that he has so determined.

Section 31(d) further states that the sanction period ends on the
date which the President reports to the Congress that the violation
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has ceased and the foreign party has given assurances satisfactory
to the President that the violation will not recur.

Section 31(e) requires the President to report promptly to the
Congress on the receipt of information that a violation in subsec-
tion (a) may have occurred.

Section 31(f) provides for definition of terms under the section.
“Coproduction agreement”’ means an arrangement for foreign pro-
duction of U.S. origin defense articles that is authorized or ap-
proved by a memorandum of understanding or agreement between
a foreign government and the U.S. Government, or is pursuant to a
manufactured license agreement of the production of defense arti-
cles and services. “Foreign party” means a foreign government or
foreign business entity that is granted authority or license to
produce defense articles abroad by a coproduction agreement.

Section 31(g) stipulates that violations under this section are not
subject to the sanctions described above until the date of enact-
ment. After that date sanctions will be applied to all coproduction
agreements without regard to whether agreements were entered
into before or after enactment.

The purpose of this section is to implement the accountebility
findings of the committee’s Task Force on Fcreign Assistance. The
Task Force, working in cooperation with the General Accounting
Office, discovered, serious weaknesses with respect to the monitor-
ing and enforcement of third-country transfer provisions related to
agreements for the coproduction and licensed manufacture of U.S.
military equipment by foreign countries. These weaknesses includ-
ed: (1) the lack of direct management of monitoring of coproduction
agreements by the U.S. government; (2) poor record keeping as to
the number, nature, terms, and duration of coproduction agree-
ments abroad, resulting in a number of illicit third-country trans-
fers involving parties to whom the United States clearly would not
have agreed to such transfers if permission from the foreign gov-
ernment had ben requested. v

This section includes a number of specific Task Force and GAO
recommendations to redress this serious problem. It requires more
systematic and comprehensive reporting of coproduction agree-
ments to the Congress by mandating the executive branch to un-
dertake much-needed processing and cataloging of existing copro-
duction agreements and strengthening of third-country transfer
provisions. In this regard, section 228 complements section 2401(c)
of this legislation which requires that at least one member of U.S.
military management teams in foreign countries be responsible for
program monitoring, including monitoring of the third-country
transfer restrictions of coproduction agreements.

Finally, section 228 imposes stringent and meaningful sanctions
on foreign parties who have violated third-country transfer provi-
sions. Instead of relying on ineffective diplomatic demarches, the
recommendation imposes stiff penalties on foreign governments or
business entities that violate coproduction agreements. In this
manner, this section will assist in correcting a lack of program
oversight that undermines the effectiveness of the military assist-
ance and sales program and has resulted in dangerous and illegal
third-country transfers that threaten U.S. foreign policy and na-
tional security objectives.
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Section 229—Enforcement and processing of arms export licensing
requirements. .

Section 229 consists of two subsections which establish a number
of new provisions regarding enforcement and processing of arms
export licenses. Section 229 provides for greater accountability and
enforcement sanctions against illicit or illegal arms export activi-
ties.

Section 229(a) amends section 38 of the Defense Trade and
Export Control Act to provide that any person convicted or de-
karred for a violation of arms export rules or regulations under
sections 38 and 39 of the Arms Export Control Act may not, for a
one year period following the date of conviction or debarment, be
eligible to conclude a contract with a foreign government in which
FMFP financing is used. The provision is consistent with similar
sanctions in other U.S. laws for violations of licensing procedures
under the Export Administration Act.

Section 229(a) also provides that any person convicted of a viola-
tion of arms export rules or regulations under sections 38 and 39 of
the Defense Trade and Export Control Act shall forfeit to the
United States any interest in, or rights of any kind in any defense
article or tangible item that was the subject of or used in the viola-
tion of arms export rules or regulations. The procedures in any for-
feiture, and the duties and authorities of the courts of the United
States and the Attorney General with respect to any forfeiture
action and any property subject to forfeiture will be governed by
the racketeering provisions of section 1963 of title 18, United States
Code. The provisions in sections 229(a) providing for forfeiture are
similar to the forfeiture provisions for violations of the export regu-
lations of the Export Administration Act and are designed to
ensure that those convicted of illegal arms exports do not benefit
financially form violations of the Defense Trade and Export Con-
trol Act. Section 229(a) also contains a provisions required by the
Congressional Budget Act for advance action in an appropriations
act before the proceeds from a forfeiture may be used.

Section 229(BX2) provides that the provisions concerning convic-
tions, debarments, and forfeitures for violations of arms export
rules and regulations take effect on or after the date of enactment
of this legislation and do not apply with respect to convictions
based on conduct occurring before date of enactment.

Section 229(b) amends section 38(g) of the Arms Export Control
Act to require that any exemptions to the requirements that indi-
viduals convicted of violations of the Defense Trade and Export
Control Act or various other laws be debarred, take into account
foreign policy and national security considerations. It is the intent
of this subsection that such exemptions be provided in selected
cases where such individuals and their firms may be the sole or
principal supplier of an item the sale of which is important for U.S.
foreign policy and national security interests or where there are no
suitable alternative items which could be provided from individuals
or firms not debarred from receiving arms export licenses.
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Section 280—Biennial review of the International Traffic in Arms
Regulations

Section 230 amends section 38(f) of the Defense Trade and Export
Control Act to require the President to review every two years the
items on the United States Munitions List to determine what, if
any, changes are appropriate. Based on the review, the President
shall revise those regulations as necessary and shall publish a re-
vised compilation of those regulations.
Section 281—Fair pricing

Section 231 amends sections 21(e) and 43(b) of the Defense Trade
and Export Control Act to exempt non-recurring costs for research
and development for non-major defense equipment on both govern-
ment and commercial sales of such equipment to enhance U.S.
competitiveness, to the extent provided for in appropriations acts.

This provision stipulates that waivers of non-recurring research
and development recoupment costs should take effect on items sold
after September 30, 1991.

Section 232—Contract administrative service charges for NATO sub-
sidiary bodies

Section 232 amands section 21(h) of the Defense Trade and
Export Control Act to treat NATO subsidiary bodies, such as the
NATO Maintenance and Supply Organization (NAMSO), when
acting on behalf of an identified NATO member government, the
same as that member government for purposes of the reciprocal
waiver of charges for contract administrative services.

Under current law, the U.S. Government must charge for such
services in connection with military sales to NAMSO for a NATO
member government use, even though the charge would be waived
if the NATO member government purchased directly from the De-
fense Department or from a DOD supplier and that government
has a reciprocal waiver agreement in force with the U.S.

Under section 232, NATO subsidiary bodies would obtain no
waivers greater than those avzilable bilaterally under current law
on a reciprocal basis between the U.S. Government and each other
member government.

Section 238—Amendments to eliminate obsolete and inconsistent
provisions

Section 233 amends various sections of th: Defense Trade and
Export Control Act to repeal obsolete and inconsistent provisions in
cur::(;lt law. The following provisions are repealed unless otherwise
stated:
(1) Section 5(d) which requires a report, within 60 days, upon
request of the Senate Foreign Relations Committee or House
Foreign Affairs Committee on all available information about
the discriminatory practices with respect to race, religion, na-
tional origin or sex, of countries receiving assistance, (other re-
ports to Congress already provide this type of information).

(2) Part of section 25(a) that permits a portion of the annual
report under section 25 to be submitted on April 1 instead of
February 1, section 25(af4) requiring an estimate of interna-
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tional arms traffic, and a reporting requirement of Section
25(aX7?) concerning use of reserve funds, and deletes section
25(aX9) dealing with reports on the modernization of the armed
forces of the Renublic of Korea.

(3) Section 33, which expresses the sense of Congress that the
President exercise restraint in providing military assistance to
countries in sub-Saharan Africa; Section 34, which requires the
President to establish standards and criteria for military credit
and guaranty transactions, (such standards and criteria are al-
ready established under current law); and section 35, which
terminates military assistance and sales to any country which
is diverting development assistance provided by the United
States to military expenditures or it diverting its own re-
sources to unnecessary military expenditures, a report on such
diversions is already required under current law).

(4) Sections 36(a) is amended to require information on arms
sales in that section to be provided to the maximum extent
possible on an unclassified basis, (in lieu of the current require-
ment that classified information be provided in a separate ad-
dendum). .

Sections 36(a)(3),(5)&(6) are deleted. These sections include
reports on cumulative dollar amounts of military assistance by
foreign country or international organization, projections of
dollar amounts of sales expected to be made with foreign coun-
tries in an upcoming quarter, and projections of dollar
amounts of sales expected to be made with foreign countries
for the entire fiscal year. All of the above information is avail-
able for other requirements in current law.

Section 36(bX1) is corrected to reflect a technical cross-refer-
ence necessitated by the deletion of the above subsection to sec-
tion 36(a).

(5) Section 38(bX3) which authorizes registration fees on mu-
nitions control licenses for use in modernizing the Office of
Munitions Control.

(6) Section 41 concerning the effective date.

(7) Sections 44 and 45 are amended to reflect statutes al-
ready repealed and amended by past laws.

(8) Section 47 which concerns savings provisions which have
already been implements by other sections.

Section 234—Technical corrections

Section 234 makes several technical corrections in the Defense
Trade and Export Control Act. These corrections involve: (1) chang-
ing the term ‘significant defense articles” to “significant military
equipment” to conform this term to revise arms export regulations;
(2) changing the word “combat” to “military” in section 36(d) to
conform to the term of usage; and (3) a technical correction to sec-
tion 25(d) necessitated by a repeal of an obsolete provision.

CHAPTER 3—OTHER PROVISIONS

Section 241—Depleted uranium shells

Section 241 specifies that none of the funds authorized to be ap-
propriated by this act or any other act may be made available to
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facilitate in anyway the sale of M-838 anti-tank shells, or any com-
parable anti-tank shells containing a depleted uranium penetrating
component to any country other than a country which is a member
of the North Atlantic Treaty Organization or a country which has
been designated as a major non-NATO ally as defined in section
47(9) of this Act.

Section 242—Arms transfer restraint policy for the Middle East and
the Persian Gulf region

Section 242 establishes new guidelines for U.S. arms transfers to
nations in the Middle East and the Persian Gulf region. In this
regard, section 242 supports the development of an arms control
process in the Middle East and the Persian Gulf region through a
U.S. commitment to impose a unilateral moratorium on all new
arms transfers of major military equipment to the Middle East and
the Persian Gulf region, while at the same time providing the
President with flexibility to lift such a moratorium in the event
that other major supplier nations do not join the United States in
this effort. Section 242 requires the President to seek negotiations
among the five permanent members of the United Nations Security
Council and other principal arms suppliers to support the estab-
lishment of a multilateral arms transfer and control regime gov-
erning arms transfers to nations in the Middle East and the Per-
sian Gulf region.

Section 242(a) establishes a number of findings and statements
with respect to the worldwide provision of arms to the Middle East
and the Persian Gulf region which express the desirability of en-
hancing the prospects for security, stability, peace and prosperity
in the Middle East and the Persian Gulf region through the estab-
lishment of a multilateral arms transfer and control regime toward
nations in the Middle East and the Persian Gulf region. Specifical-
ly, these findings state that:

(1) nations in the Middle East and the Persian Gulf region
consumed more than 40 percent of the international trade in
weapons and related equipment and services during the decade
of the 1980’s, and are the principal market for the worldwide
trade in arms;

(2) regional instability, large financial resources, and the
desire of arms-supplying governments to gain influence in the
Middle East and the Persian Gulf region contribute to a re-
gional arms race;

(3) the continued proliferation of weapons and related equip-
ment and services contribute further to a regional arms race in
the Middle East and the Persian Gulf region that is politically,
economically, and militarily destabilizing;

(4) the continued proliferation of unconventional weapons,
including nuclear, chemical, and biological weapons, as well as
delivery systems associated with those weapons, poses an
urgent threat to the security and stability of the Middle East
and the Persian Gulf region;

(5) the continued proliferation of ballistic missile technol-
ogies and ballistic missile systems that are capable of deliver-
ing conventional, nuclear, biological, or chemical warheads un-
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dermines security and stability in the Middle East and the Per-
sian Gulf region;

(6) future security and stability in the Middle East and the
Persian Gulf region would be enhanced by establishing a stable
military balance among regional powers by restraining and re-
ducing both conventional and unconventional weapons;

(7) security, stability and peace, and prosperity in the Middle
East and the Persian Gulf region are vital to the welfare of the
isnternational economy and the national security of the United

tates;

(8) future security and stability in the Middle East and the
Persian Gulf region would be enhanced through the develop-
ment of a multilateral arms transfer and control regime simi-
lar to those of the Nuclear Suﬁpliers' Group, the Missile Tech-
nology Control Regime, and the Australia Chemical Weapons
Suppliers Group;

( ?such a regime should be developed, implemented and
agreed to through multilateral negotiations, including under
the auspices of the five permanent members of the United Na-
tions Security Council;

(10) confidence building measures such as the establishment
of a centralized arms trade registry at the United Nations, co-
operative verification measures, communications measures, ad-
vanced notification of military exercises, on-site inspections,
and creation of a Middle East and Persian Gulf Conflict Pre-
vention Center, are necessary to implement an effective multi-
lateral arms transfer and control regime; and

(11) such a regime should be applied to other regions with
the ultimate objective of achieving an effective global arms
transfer and control regime, implemented and enforced
through the United Nations Security Council.

Section 242(b) establishes policy guidelines regarding United
States arms transfers to the Middle East and the Persian Gulf
region. Section 242(b) stipulates that in the event the international
community fails to join the United States in its moratorium, that it
shall be the lpolicy of the United States to:

(1) only transfer those defense articles and services to those
nations of the Middle East and the Persian Gulf region that
have agreed that such articles and services will be used only
for the purposes specified in section 3(5Xc) of the Defense
Trade and Export Control Act (as amended by the Internation-
al Cooperation Act of 1991) and will not be used for military
aggression or to coerce or intimidate other nations;

(2) only transfer defense articles and services to nations in
the Middle East and the Persian Gulf region after the United
States has determined that such transfers will not destabilize
the military balance of power within the Middle East and
Persian Gulf region or contribute to the escalation of the arms
race within the Middle East and Persian Gulf region;

(3) only transfer defense articles and services to those na-
tions in the Middle East and the Persian Gulf region that—(A)
have expressed willingness or are actively engaged in the proc-
ess of negotiating peace agreements of the Arab-Israeli dispute
through direct negotiations, and (B) with repect to other con-
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flicts in the Middle East and Persian Gulf region, have ex-
pressed willingness or are actively engaged in the process of
negotiating peace agreements; and

(4) only transfer defense articles and services to nations in
the Middle East and Persian Gulf region when such articles
and services could credibly be used successfully for the defen-
sive mission that is the justification of their transfer.

The policy guidelines that ar established in section 242(b) are in-
tended to set a higher and more rigorous standard on U.S. arms
transfers to the Middle East and the Persian Gulf region if the pre-
ferred alternative of a multilateral arms moratorium does not
come to pass. These guidelines are designed to enhance the pros-
pect of the successful implementation of a multilateral arms trans-
fer and control regime toward the Middle East and the Persian
Gulf region. Section 242(b) advises the five permanent members of
the United Nations Security Council, and other principal arms sup-
pliers, that the United States is committed to the attainment of a
multilateral arms transfer and control regime. Similarly, section
242(b) advises the arms consumer nations of the Middle East and
the Persian Gulf region that the United States is committed to en-
hancing the prospects for stability, security, peace and prosperity
in the Middle East and the Persian Gulf region, provided that the
governments of the Middle East and Persian Gulf region renounce
military aggression, express willingness or actively engage in the
process of negotiating peace agreements to both the Arab-Israeli
dispute, as well as that of other conflicts in the region. Section
242(b) further advises the arms consumer nations of the Middle
East and the Persian Gulf region that U.S. transfers will only be
made if such transfers will not destabilize the military balance of
power, or contribute to the escalation of the arms race within the
Middle East and the Persian Gulf region. Finally, section 242(b) ad-
vises the arms consumer nations of the Middle East and the Per-
gsian Gulf region that U.S. transfers will take into account the abili-
ties of those nations to use such arms credibly in support of the de-
fensive missions for which they are transferred.

Section 242(c) stipulates that as soon as practical after the date
of enactment of this act, the President shall seek negotiations
among, and undertake good efforts to convene a conference of, the
five permanent members of the United Natjons Security Council
and other nations as appropriate, including members of the North
Atlantic Treaty Organization, former members of the Warsaw
Pact, and other nations selling military equipment and services to
establish a multilateral arms transfer and control regime with re-
spect to the Middle East and Persian Gulf region. Section 242(c)
further specifies that the purpose of this regime should be;

(1) to slow and limit the proliferation of conventional weap-
ons in nations in the Middle East and the Persian Gulf region;

(2) to halt the proliferation of unconventional weapons, in-
cluding nuclear, biological, and chemical weapons, as well as
the delivery systems associated with those weapons in the
Middle East and Persian Gulf region;

(3) to limit and halt the proliferation of ballistic missile tech-
nologies and ballistic missile systems that are capable of deliv-
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ering conventicnal, nuclear, biological or chemical warheads in
the Middle £ast and Persian Gulf regivn;

(4) to maintain the military balance in the Middle East and
the Persian Gulf region through reductions of conventional
weapons and the elimination of unconventional weapons in the
Middle East and Persian Gulf region; and

(5) to promote regional arms control in the Middle East and
the Persian Gulf region.

Section 242(c) complements the policy guidelines established in
section 242(b) and is aimed at enhancing the attainment of a multi-
lateral arms transfer and coatrol regime toward the Middle East
and the Persian Gulf region. In this regard, section 242(c) envisions
that the United States leadership and commitment to halt the pro-
liferation of unconventional weapons, to limiting and controlling
the proliferation of conventional weapons, and to promoting region-
al arms control agreements in the Middle East and Persian Gulf
region, will enhance the prospects for stability, security, peace and
prosperity in the Middle East and Persian Gulf region. With regard
to halting the proliferation of unconventional weapons, section
242(c) envisions that the United States should build upon existing
agreements and propose among the five permanent members of the
United Nations Security Council, other principal supplier nations,
and other nations as appropriate, so that those nations that join in
th(le_ arms suppliers regime will adopt as a matter of their national
policy:

(1) the limitations and controls contained in the Enhanced
Proliferation Control Initiative (EPCI);

(2) the limitations and controls contained in the Missile
Technology Control Regime (MTCR);

(8) the guidelines followed by the Australia Group on chemi-
cal arms proliferation;

(4) the guidelines adopted by the Nuclear Suppliers Group
(the London Group); and

(5) any other existing or new export controls that serve to
halt the flow of unconventional weapons to the Middle East
and the Persian Gulf region.

With regard to controlling the proliferation of conventional
weapons, section 242(c) envisions that the United States should pro-
pose among the five permanent members of the United Nations Se-
curity Council, other principal supplier nations, and other nations
as appropriate, so that those nations that join in an arms suppliers
regime:

(1) develop greater information-sharing practices among sup-
plier nations regarding potential arms sales to nations of the
Middle East and Persian Gulf region;

(2) examine the feasibility of applying, for the control of con-
ventional arms, procedures similar to those already developed
by the International Atomic Energy Agency, the Multilateral
Coordinating Committee on Export Controls (COCOM), and the
Missile Technology Control regime {MTCR);

(8) examine the feasibility of other strict controls on the pro-
liferation of conventional arms to the Middle East and Persian
Gulf region. ‘
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With regard to promoting regional arms control in the Middle
East and Persian Gulf region, section 242(c) envisions that the
United States should explore among nations in the Middle East
and Persian Gulf ragion:

(1) how to transform the Middle East and Persian Gulf
region into a region free of weapons of mass destruction, in-
cluding nuclear, chemical, and biological weapons systems, as
well as the delivery systems associated with those systems;

(2) how to transform the Middle East and the Persian Gulf
region into a region that is free of ballistic missile technologies
and ballistic missile systems that are capable of delivering con-
ventional, nuclear, biological or chemica warheads;

(3) how to implement confidence-building and security build-
ing measures, including advanced notification of certain
ground, naval and aerial military exercises by nations of the
Middle East and Persian Gulf region;

(4) how to form a Middle East and Persian Gulf Conflict Pre-
vention center; and

(5) how other useful arms control measures can be negotiat-
ed by nations in the Middle East and Persian Gulf region.

For the purposes of this section, the committee indentifies the
following countries as among those to be in the Middle East and
Persian Gulf region: Iraq; Iran; Libya; other states of the Maghreb;
Syria; Egypt; Lebanon; Israel; Jordan; Saudi Arabia and the Gulf
Cooperation Council.

Section 242(d) establishes an indefinite unilateral U.S. moratori-
um on new arms transfers of major military equipment to the
Middle East and Persian Gulf region subject to conditions for the
termination of the U.S. moratorium on transfers to the Middle
East and Persian Gulf region. Section 242(d), nevertheless, does
provide the President with the necessary authority to provide for
the replacement of major military equipment of comparable capa-
bility, on a one-for-one basis after such equipment has become inop-
erable. Section 242(d) also provides the President with the flexibil-
ity to lift the U.S. moratorium at any time after the President re-
ports to Congress that he has concluded that a major supplier
nation has reached agreement to transfer any major military
equipment to any nation in the Middle East and Persian Gulf
region, and upon satisfying the two reporting requirements: (1) on
the President’s submission of a U.S. plan in leading a multilateral
arms transfer and control regime toward the Middle East and Per-
sian Gulf region; and (2) on the feasibility of such a multilateral
arms transfer and control regime toward the Middle East and Per-
sian Gulf region, as ascertained through his efforts to convene a
conference of arms suppliers to the Middle East and Persian Gulf
region,

tion 242(dX1) specifies exce%t as provided in section 242(d)2)

and (3), that the United States shall not agree to any transfers of
major military equipment to any nation in the Middle East and
Persian Gulf region. Section 242(dX1) further stipulates that the
United States is establishing this moratorium in order to induce
and encourage the other permanent members of the United Na-
tions Security Council to join in this effort, and also to induce and
encourage other members of the North Atlantic Treaty Organiza-
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tion, former members of the Warsaw Pact, and other major arms
suggiiers to i’oin in this effort.

tion 242(dX2) specifies conditions under which the require-
ments of section 242(dX1) shall cease to appltyj. Specifically, section
242(d)2) stipulates that the moratorium on U.S. arms transfers of
major military equipment shall cease .to apply if the President sub-
mits to the Committee on Foreign Affairs of the House of Repre-
sentatives and Committee on Foreign Relations of the Senate—(A)
a report stating that the President has determined that there has
been agreement by another major arms supplier nation on or after
May 21, 1991, to transfer any major military equipment to ary
nation in the Middle East and Persian Gulf region, and (B) the re-
ports required by section 242(e(1XA) and section 242(e)1XB). The
Committee recognizes that the President has the discretion to de-
termine what constitutes an agreement and what constitutes a
major arms supplier nation for the purposes of this section.

tion 242(d)(3) specifies that the moratorium on U.S. arms
transfers of major military equipment does not apply to any trans-
fer of major military equipment that is a necessary, emergency re-
sponse to major or sustained hostilities in the Middle East or Per-
sian Gulf region, or to an imminent threat of such hostilities. In
this regard, section 242(d)3) allows the President the flexibility to
meet hostilities similar to that which was posed by Ira?\’s illegal in-
vasion of Kuwait, or to deter the threat of imminent hostilities to
friendly nations in the Middle East and Persian Gulf region, who
are confronted with a threat similar to that which was posed by
Iraq toward Kuwait before August 1, 1990. .

Section 242(dX4) sets forth the definitions of major military

equipment. Specifically, major military equipment includes:

(1) air-to-air, air-to-surface, and surface-to-surface missiles

and rockets;

(2) turbine powered military aircraft;

(3) attack helicopters;

(4) main battle tanks; )

(5) submarines and major naval surface combatants; and

(6) nuclear, biological and chemical weapons.

The committee also interprets that surface-to-air missiles are

major military equipment for the purposes of this section.

tion 242(d)(5) specifies that the unilateral moratorium on U.S.
transfers of major defense equipment to nations in the Middle East
and Persian Gulf region shall not apply with respect to transfers
which only involve the replacement on a one-for-one basis of equip-
ment of comparable quality that has become inoperable after the
date of enactment of this act. Section 242(dX5) further stipulates
that the exceptions to the moratorium on U.S. transfers of major
military equipment shall not apply if another major arms supplier
transfers major military equipment on a one-for-one replacement
basis of equipment of comparable quality that has become inoper-
able after the date of enactment of this act. Section 242(dX5) thus
allows the United States and other major arms suppliers the oppor-
tunity to replace inoperable equipment of comparable quality on a
one-for-one basis while preserving the moratorium on U.S. trans-
fers of major military equipment to the Middle East and Persian
Gulf region, and at the same time preserving the multilateral arms
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transfer and control regime toward the Middle East and Persian
Gulf region, should such a regime be negotiated and implemented.

Section 242(e) specifies that the President shall submit a report
to Congress on the U.S. plan for establishing a multilateral arms
transfer and control regime and an annual report on arms trans-
fers to the Middle East and Persian Gulf region which also assesses
the regional military balance of power in the Middle East and Per-
sian Gulf region.

Section 242(eX1) stipulates that as soon as practical after the date
of enactment of this act, that the President shall submit to the
Committee on Foreign Affairs of the House of Representatives and
Committee on Foreign Relations of the Senate two reports. Section
242(eX1XA) specifies that the first report shall set forth a U.S. plan
for leading the world community in establishing a multilateral
regime to restrict the transfers of conventional an unconventional
weapons to the Middle East and Persian Gulf region. Section
242(eX1XB) specifies that the second report shall analyze the feasi-
bility of an arms transfer and control regime among nations in the
Middle East and Persian Gulf region and the potential elements of
such a regime, including:

(1) the feasibility of opening for ratification or accession by
nations of the Middle East and Persian Gulf region the Treaty
Between the United States of America and the Union of Soviet
Socialist Republics on the Elimination of their Intermediate-
Range and §horter-range Missiles (done at Washington on De-
cember 8, 1987), which bans all ground-launched cruise ballis-
tic and cruise missiles having ranges between 500 and 5,000
kilometers;

(2) what techniques used in the TreatKI on Conventional
Armed Forces in Europe (done at Paris on November 19, 1990)
can be usefully applied to regional arms control initiatives in
the Middle East and Persian Gulf region; and

(3) whether the “Open Skies” regime under consideration for
countries in Europe and North America can be usefully ap-
plied to the Middle East and Persian Gulf region.

In this regard, it should again be noted that the conditions for
termination of the U.S. moratorium on U.S, transfers of major
military equipment (section 242(dX2)) are only satisifed through
Presidential submission of the reports required by section
242(dX2XA), section 242(eX1)(A), and section 242(eX1XB).

Section 242(e)?2) stipulates that not later than October 1 of each
year, beginning in the first calendar year which begins after the
date of enactment of this Act, that the President shall submit to
the Committee on Foreign Relations of the Senate and the Commit-
tee on Foreign Affairs of the House of Representatives a report:

(1) documenting all transfers of conventional and unconven-
tional arms to the Middle East and Persian Gulf region over
the previous year and the previous 5 years, including sources,
types, and acquires of weapons;

(2) analyzing the current military balance of power in the
Middle East and Persian Gulf region, including the effect on
the military balance of power in the Middle East and Persian
Gulf region that occurred pursuant to the arms-transfers docu-
mented in the previous paragraph;
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(8) describing the operation of any agreements comprising
the multilateral arms transfer and control regime envisaged by
section 242; and

(4) identifying supplier nations that have refused to partici-
pate in such a regime or that have engaged in conduct that
violates or undermines the regime,

Section 242(eX2) is intended to provide Congress with an annual
and authoritative assessment by the President of the regional mili-
tary balance of power in the Middle East and the Persian Gulf
region. In this regard, section 242(eX2) will serve to enhance Con-
gressional understanding and awareness of the military balance of
power and volume of arms transfers to the Middle East and the
Persian Gulf region.

Section 242(f) specifies that the requirements section 242(b) and
section 242(d) do not apply with respect to transfers of defense arti-
glleslgg{l services pursuant to agreements entered into before May

Section 242(f) provides that the policy guidelines regarding U.S.
arms transfers set forth in section 242(b), and the requirement of
unilateral U.S. moratorium on arms transfers contained in section
242(d), do not apply with respect to transfers of defense articles and
services entered into before May 21, 1991.

This section means that any U.S. transfers of major military
equipment pursuant to an agreement entered into before May 21,
1991, would be permitted, and that any such transfers of major
military equipment pursuant to an agreement entered into on or
after May 21, 1991, would not be permitted under this Act.

It should be noted that the relevant effective date for the pur-
poses of this section is May 21, 1991—a date prior to markup of
this legislation—rather than the date of enactment of this Act. The
purpose of this provision is to deter the U.S. Government and that
of other governments from entering into any fu-ther agreements to
transfer major military equipment to nations i the Middle East
and Persian Gulf region on or after May 21, 1991.

TrtLE III—TRADE AND DEVELOPMENT AGENCY AND OVERSEAS
PRIVATE INVESTMENT CORPORATION

Section 301.—Consolidation and revision of authorities

Section 301 establishes a new title III of the Foreign Assistance
Act as follows: ’

TrrLE III—TRADE AND DEVELOPMENT AGENCY AND OVERSEAS
PRIVATE INVESTMENT CORPORATION

CHAPTER 1—TRADE AND DEVELOPMENT AGENCY

This chapter rewrites section 661 of current law which estab-
lishes the authorities of the Trade and Development Program. The
principal changes are to name the operating entity the Trade and
Development Agency, an independent agency under the foreign
policy guidance of the Department of State, and to expand the
mandate of the Trade and Development Agency to include primary
engineering design studies.
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Section 3101—Purpose

Section 3101 establishes the Trade and Development Agency as
an independent agency under the foreign policy guidance of the
Secretary of State. This section also states the purpose of the Trade
and Development Agency is to promote United States private
sector participation in development projects in friendly developing
and middle-income countries.

Section 3102—Authority to provide assistance

Section 3102(a) authorizes the Director of the Trade and Develop-
ment Agency to work with friendly countries, by supporting feasi-
bility studies, engineering design, and other activities related to de-
velopment projects which provide opportunities to promote U.S, ex-

ports.

Section 3102(b) authorizes the use of funds to support feasibility
studies, engineering design, and training activities for bilateral and
multilateral projects in order to promote U.S. goods and services
for export. This section is similar to section 661(a) of current law,
except that it has been expanded to include engineering design.
Grants for engineering design studies are offered by our major
competitors.

Section 3102(c) directs the Trade and Development Agency to
work with other Federal departments in an effort to disseminate
information on Agency projects to the private sector. This section
{s virtually identical to the language in section 661(bX3) of current
aw.

Section 3102(d) authorizes the use of funds under this section not-
withstanding any other provision of law. This language is based on
language in section 661(a) of current law.

Section 3103—Director ard personnel

Section 3103 establishes a Director appointed by the President as
the head of the Trade and Development Agency. This provision is
virtually identical to section 661(bX2) of current law. This section
also authorizes the hiring of four employees without regard to civil
services regulations. This provision is new.

Section 3104—Annual report

Section 3104 retains section 661(bX4) of current law which re-
quires the Trade and Development Agency to submit an annual
report to Congress concerning its activities,

Section 8105—Advisory board

Section 3105 directs the Director to establish an advisory board,
to include representatives of the private sector, which will make
recommendations to the Trade and Development Agency. This sec-
tion is virtually identical to 661(c) of current law.

Section 3106—Inspector General

Section 3106 authorizes the Inspector General of the Agency for
International Development to conduct investigations of the Trade
and Development Agency to promote efficiency and prevent fraud
or abuse. The Inspector General is to be under the general supervi-
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sion of the Directer of the Trade and Development Agency with re-
spect to review of that Agency’s programs. This section is not in
current law.

Section 3107—Funding

Section 3107 authorizes $55.700 million in fiscal year 1992 and
$70 million in fiscal year 1993 for the Trade and Development
Agency. The fiscal year 1992 figure is a $20 million increase above
the President’s request and reflects the committee’s strong support
for this program which generates an estimated $70 return for
every $1 expended.

CHAPTER 2—THE OVERSEAS PRIVATE INVESTMENT CORPORATION

Chapter 2 consolidates and eliminates outdated provisions in sec-
tion 234 through section 240A of current law relating to the Over-
seas Private Investment Corporation (OPIC).

As proposed in the President’s fiscal year 1992 budget request,
and consistent with the requirement of the Federal Credit Reform
Act, the Overseas Private Investment Corporation would receive
appropriated funds to cover the estimated subsidy cost of its credit
programs. However, this legislation reflects the committee’s con-
cern that the integrity of the Overseas Private Investment Corpo-
ration as a self-sustaining agency would be unnecessarily under-
mined were OPIC to be placed on budget. The committee does not
believe that the Congress should appropriate scarce foreign assist-
ance resources for an Agency with over $1.4 billion in assets.
Therefore, wherever appropriate, the committee has authorized
OPIC to use funds available in its non-credit revolving fund ac-
count to cover estimated subsidy costs of its credit programs and its
administrative expenses.

Section 3201—Purpose and policy

Section 3201, which sets forth the purposes of the Overseas Pri-
vate Investment Corporation and outlines the general administra-
tive guidelines for OPIC operations, is virtually identical to section
231 of current law. These guidelines include provisions which re-
quire that OPIC consider the development impact of each project;
give preferential treatment to investment in countries with per
capita income of $1091 or less in 1989 dollars; and restrict its ac-
tivities in countries with per capita incomes of $4,734 or more in
1989 dollars.

Section 3202—Stock of the corporation; organization and manage-
ment

Section 3202(a) states that the Treasury will hold OPIC’s stock.
This language updates language in section 232 of current law by
striking the reference to OPIC’s start-up capital and initial issu-
ance of stock.

Sections 3202(b), (c), (d) and (e) establish the structure of the or-
ganization including a Board of Directors, a President, an Execu-
tive Vice President, and the hiring of staff. The language is similar
to section 233 of current law. ;
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Section 3208—Investment insurance, guarantees, financing, and
other programs

Section 3203(a) authorizes OPIC to issue investment insurance
against inconvertibility, expropriation, civil strife, and business
interruption; authorizes OPIC to share liabilities with foreign gov-
ernments and multilateral organizations; prohibits OPIC from issu-
ing insurance to a single investor for more than 10 percent of its
maximum contingent liability; and requires OPIC to submit a
report to Congress each time it proposes to expand the type of risk
insured under ‘“civil strife” or ‘business interruption” coverage.
~ This section is virtually identical to section 234(a) of current law.

Section 3203(b) authorizes OPIC to issue investment guarantees
and sets criteria under which the guarantees can be issued. It is
virtually identical to section 234(b) of current law.

Section 3203(c) authorizes OPIC’s direct loan program and elimi-
nates some language referring to restrictions on loans for mineral
extraction. This section is similar to language found in section
234(c) of current law.

Section 3203(d) authorizes OPIC to engage in various investment
encouragement activities and eliminates some language limiting
expenditures financed by OPIC during any fiscal year on surveys
for nonfuel mineral resources. The section retains language re-
stricting OPIC in the financing of surveys to ascertain the exist-
ence, location, quality, or quantity of oil or gas resources. The lan-
guage is similar to section 234(d) of ciirrent law.

Section 3203(e) authorizes OPIC to administer special assistance
programs. It is virtually identical to section 234(e) of current law.

Section 3203(f) authorizes the Corporation to contract with insur-
ance companies or financial institutions, to enter into risk sharing
agreements, and to issue reinsurancc. This section is virtually iden-
tical to section 234(f) of current law.

Section 3203(g) authorizes OPIC to administer an equity finance
program under which the Corporation may invest in or otherwise
acquire up to 30 percent equity in an entity for the purpose of pro-
viding capital for any project which is consistent with the provi-
sions of this title. OPIC must dispose of any equity interest it may
acquire within a 10 year period. This section eliminates the lan-
guage in section 234(g) of current law labeling this program a
“pilot” program, and also deletes language restricting the Corpora-
tion to acquiring equity in only sub-Saharan Africa and the Carib-
bean.

Section 3204—FEnhancing private political risk insurance industry

Section 3204(a) authorizes OPIC to enter into cooperative pro-
grams with the private political risk industry and is virtually iden-
tical to section 234A(a) of current law. Section 3204(b) mandates
the establishment of a private sector advisory group to provide as-
sistance in implementing the cooperative programs under this sec-
tion. This provision is similar to language found in section 234A(b)
of current law.
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Section 8205—Guidelines and requirements for OPIC support

Section 3205(a), directing the Corporation to prepare a develop-
ment impact profile for each project it insures, finances or rein-
sures, is virtually identical to section 239(h) of current law.

Section 3205(b) directs OPIC to give preferential treatment to
projects involving U.S. small business. This section is virtually
identical to section 240 and section 231(e) of current law.

Section 3205(c) prohibits the Corporation from insuring, reinsur-
ing or financing any project deemed to pose an environmental
health or safety hazard, or to threaten a national park or other en-
vironmentally protected areas. It also requires that OPIC’s projects
be consistent with the objective of resource sustainable develop-
ment outlined in sections 1102(c) of this legislation, that OPIC pre-
pare environmental impact statements for each project, and that
OPIC notify foreign government officials of applicable World Bank
and U.S. standards and guidelines relating to any project. This sec-
tion is virtually identical to sections 231(n), 237(m) and 239(g) of
current law.

Section 3205(d) restricts OPIC's activities to countries taking
steps to adopt laws protecting the rights of workers. This language
is similar to section 231A of current law.

Section 3205(e) retains section 239(i) of current law which prohib-
its OPIC from involvement in a country deemed to be a gross viola-
tor of human rights, unless the President determines that such in-
volvement is in the national interest. Language in current law re-
stricting OPIC'’s activities in the People’s Republic of China is not
retained since there is similar language in section 3205(e) of this
legislation and in Public Law 101-246 (Title IX, sections 901 and
902 of the Foreign Relations Authorization Act, Fiscal Years 1990
and 1991) restricting OPIC’s activities if human and/or labor rights
violations exist.

Section 3205(f) prohibits OPIC from insuring, reinsuring or fi-
nancing an investment that would cause an investor to reduce his
workforce in the United States or that would cause a reduction in
overall US. employment. This section is virtually identical to sec-
tion 231(k) and (1) of current law.

Section 3205(g) prohibits OPIC from involvement in any invest-
ment subject to performance requirements. This language is identi-
cal to section 231(m) of current law.

Section 3205(h) prohibits the payment of any claims to, and bars
from OPIC eligibility for 5 years, any investor found guilty under
the Securities Exchange Act or the Foreign Corrupt Practices Act
in connection with an OPIC-supported investment. This language is
similar to language found in section 237(1) of current law.

Section 3205() prohibits OPIC from making any payment for
losses incurred due to fraud or misrepresentation. The language is
identical to section 237(g) of current law.

Section 3205(j) mandates that OPIC will hold an annual public
hearing for individuals to present views as to whether or not the
Corporation is carrying out its activities in accordance to this Act.
It is identical to section 231A(b) of current law.
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Section 8206—Issuing authority, direct investment fund, equity
fund, and reserves

Section 3206(a) sets a maximum contingent liability of $7.5 bil-
lion for insurance and of $2.5 billion for guarantees. Subject to
spending authority provided in an appropriations act, this section
also authorizes OPIC to draw up to $1.5 million from its non-credit
account revolving fund to pay for the estimated subsidy cost of a
$375 loan guarantee program for fiscal year 1992. This enables
OPIC to retain its integrity as a self-sustaining entity.

Section 3206(b), subject to spending authority provided in an ap-
propriations act, authorizes OPIC to draw up to $4.8 million from
its non-credit revolving fund to pay for the estimated subsidy cost
for a $50 million direct loan program. This enables OPIC to retain
its integrity as a self-sustaining entity.

Section 3206(c) establishes a revolving fund for the equity finance
program authorized by section 3203(g) and allows a one time trans-
fer of funds from the Corporations’s non credit revolving fund ac-
count of $35 million to finance this program.

Section 3206(d) directs OPIC to maintain appropriate reserves
against possible insurance liabilities. This language eliminates the
language in section 235(c) of current law which directs OPIC to
maintain guarantee reserves. The guarantee reserves are main-
t?‘i?ggoby the Treasury pursuant to the Federal Credit Reform Act
0 .

Section 3206(e) outlines the payments of funds to discharge liabil-
ities and is similar to section 235(d) of current law. This section
adds new language that states that any payments made to cover
liabilities from the guarantee program shall be drawn from the
Treasury, pursuant to the Federal Credit Reform Act of 1990,

Section 3206(f) authorizes the appropriation of funds to replenish
the insurance reserves. This language eliminates the language au-
thorizing appropriations to replenish the guarantee reserves in sec-
tion 235(f) of current law. This section reflects compliance with the
Federal Credit Reform Act of 1990.

Section 3206(g) authorize OPIC to issue obligation for purchase
by the Secretary of the Treasury to discharge its liabilities when
necessary. This language is similar to language in section 235(f) of
current law.

Section 3206(L) subject to spending authority provided in an ap-
propriations act, authorizes OPIC to draw up to $12 million from
its non-credit account revolving fund to cover its adminstrative
costs of its direct loan guarantee program for fiscal year 1992,

Sectioin 8207—Income and revenues

Section 3207 amends section 236 in current law to reflect compli-
ance with the Federal Credit Reform Act of 1990. This new lan-
guage authorizes OPIC to maintain revenues and income trans-
ferred to OPIC only from its non-credit activities.

Section 3208—General provisions relating to insurance, guaranty,
and financing program

Section 3208(a) authorizes OPIC to support projects in any less
developed friendly country which has signed a bilateral trade
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agreement with respect to OPIC activity. It is virtually identical to
section 237(a) of current law. '

Section 3208(b) directs OPIC to ensure that the interests of the
Corporation are adequately protected. This language is virtually
identical to section 237(b) of current law.

Section 3208(c) pledges the full faith and credit of the United
States for OPIC guarantees and is virtually identical to section
237(c) of current law.

Section 3208(dX(1) permits the charging of fees for OPIC services,
This language is identical to language contained in section 237(d) of
current law. Section 3208(d)(2) states that project-specific transac-
tion costs incurred by the Corporation relating to credit programs
shall be paid out of the appropriate financing account maintained
by the Treasury pursuant to the Federal Credit Reform Act of
1990. Section 3208(dX3) states that fees paid for project specific
transactions associated with non-credit programs shall be available
for obligation for the purposes for which they were collected.

Section 3208(e) limits OPIC insurance, reinsurance and guaran-
tees to 20 years and is virtually identical to the language contained
in section 237(e) of current law.

Section 3208(f) outlines the amount of compensation OPIC may
pay on its insurance, reinsurance, or guarantees. This language is
i/irtually identical to language contained in section 237(f) of current
aw.

Section 3208(g) limits the extent of OPIC insurance, reinsurance
or guarantees of investments in foreign banks of financial institu-
tions. This language is identical to the language contained in sec-
tion 237(h) of current law.

Section 3208(h) authorizes the Corporation to arbitrate claims
arising from its programs and is virtually identical to section 23731)
of current law.

Section 3208(i) states that each OPIC contract shall be presumed
to be in compliance with statue and is virtually identical to section
237() of current law.

Section 3208(j) permits OPIC to support projects in Yugoslavia,
Poland, Hungary and other eligible Eastern European country.

is provision eliminates language in section 239(f) of current law
permitting OPIC to operate in the People’s Republic of China not-
withstanding any other provision of law.

Section 3209—General provisions and powers

Section 3209(a) establishes the Corporation in the District of Co-
lumbia and is virtually identical to section 2309(a) of current law.
Section 3209(b) provides for an annual independent audit of OPIC
and for audits by the Comptroller General when necessary or by
Congressional request. This language is similar to language con-
tained in section 239(c) of current law. Section 3209(c) delineates
OPIC’s corporate powers and is virtually identical to ssction 239(d)
of current law. Section 3209(d) authorizes investigations by the In-
spector General and is similar to section 239(e) of current law. Sec-
tion 3209(e) extends tax exempt status to OPIC and is virtually
identical to section 239(j) of current law. Section 3209(f) directs
OPIC to publish its guidelines and is similar to section 239(k) of
current law.
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Section §210—Annual report; maintenance of information

Section 3210(a) directs OPIC to submit an annual report to Con-
gress and is similar to section 240A(a) of current law. Section
3210(b) mandates that each annual report (pursuant to section
8210(a)) shall contain a projection of the aggregate U.S. employ-
ment effects of all OPIC projects. This language is similar to lan-
guage found in section 240A(b) of current law. Section 3210(c) re-
quires OPIC to maintain information on its projects and their em-
ployment and development effects. This section is virtually identi-
cal to section 240A(d) of current law. Section 3210(d) directs OPIC
to include in each annual report a review of its cooperative pro-
grams with the private political risk insurance industry and is vir-
tually identical to language contained in section 240A(e) of current
law. Section 3210(e) protects certain information from public disclo-
sure and is virtually identical to section 240A(f) of current law.

Section 8211—Definitions

Section 3211 defines certain terms used in this Act and is similar
to section 238 of current law.

TirLE IV—INTERNATIONAL NARCOTICS CONTROL

Title IV is the product of a very intensive committee review of
current law and the executive branch request regarding a number
of narcotics control-related matters. It attempts to streamline cur-
rent law, give the executive branch the flexibility it requested
where possible, but retain important principles about which the
committee feels strongly. The issues addressed in this title have
been repeatedly reviewed by the Committee’s Task Force on Inter-
national Narcotics Control and reflcet a consensus between both
majority and minority members on virtually all issues. Highlights
oflthe significant changes from current law in this and other titles
follow:

Adds counternarcotics military and police cooperation as a
purpose for IMET;

Makes minor changes in U.S. narcotics control policy lan-
guage;

Clarifies executive branch authority to enter into reciprocal
maritime agreements;

Provides authority, with prior notice, to provide narcotics-re-
lated economic assistance to countries ineligible to receive U.S.
assistance for non-narcotics reasons;

Consolidates reporting, record-keeping, and regulation re-
quirements on aircraft use;

Allows the Bureau of International Narcotics Matters of the
Department of State (INM) to acquire real property with prior
notice; '

Allows a national interest waiver of the requirement for the
United States to retain title to narcotics control aircraft pro-
vided to a foreign country with prior notice and provides a
technical correction for Department of Defense permanent
leasing authority;
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Allows INM to acquire arms and ammunition only for defen-
give arming of narcotics control aircraft and for INM personnel
with prior notice;

Expands narcotics-related excess defense articles authority
from major producers in Latin America to major producers
and transit countries under conditions in current law and
claé-iﬁee purposes for which such assistance may be provided;
an

Provides a general waiver of the prohibition on providing as-
sistance to law entorcement units for narcotics-related pur-

for FMF, IMET, and narcotics-related excess defense arti-
cles (EDA) for a two-year period, with prior notice; clarifies
that this waiver is only for narcotics-related EDA and not mod-
ernization EDA; contains a requirement for respect for human
rights and a democratic government in order to provide assist-
ance.

Changes in the Certification Process and_the Annual International
arcotics Control Strategy Report (INCSR)

Expands the INCSR to include every country as in the
annual human rights reﬁort;

Reguires special emphasis in the INCSR on major money-
laundering countries and precursor chemical producers in ad-

dition to producer and transit countries;

Ties reporting requirements and annual certifications to obli-
ations under the 1988 United Nations Convention Against Il-
jcit Traffic in Narcotics Drugs and Psychotropic Substances;

significantly streamlines current conditions;

Waives requirement for the withholding of 50% of assistance

with a Presidential determination and prior notice;

Reduces the congressional review of certifications from 45 to

30 legislative days;

Provides a national interest waiver for countries which have

been decertified in which circumstances have changed;

Changes certification standard from “fully cooperating” to

“cooperating with the U.S. to achieve full compliance with the

goals and objectives of the 1988 U.N. Convention”, streamlines

the list of matters to be considered in making certifications,
and with special attention to bilateral goals and the issue of
corruption; and

Allows the President to determine which countries are sub-
ject to certification.

1 of the above have been limited to a two-year “trial period”,
at which time the current certification and reporting provisions,
with some minor revisions, would resume unless other arrange-
ments were made.

The committee notes that the executive branch requested a
repeal or substantial modification of virtually all of the laws which
the committee enacted during the past 10 years. The committee
could not and did not accept that proposal; however, it believes
that title IV and related provisions in other titles reflect a reasona-
ble compromise. As a general rule, when the executive branch pre-
gented a defensible argument, the committee granted waivers of
prohibitions in current law, with prior notice to the Congress. On
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the two.most salient issues, the certification process and the
annual INCSR, the committee has provided special rules for a two-
year only “trial” period, in addition to the requirement for prior
notice.

The most significant change contained in this title is a change in
the narcotics certification process. The executive branch request
contained a total repeal of this process, which was opposed by vir-
tually all members of the committee. However flawed the certifica-
tion requirement may be, it remains the principal vehicle by which
the Congress ensures that at least once a year narcotics control
issues overseas receive intense scrutiny by the executive branch.
The committee has fought long and hard to get the narcotics issue
0}111 the U.S. foreign policy agenda, and it intends to keep the issue
there.

However, the committee also realizes that times have changed
since the certification process was enacted in 1986. Narcotics con-
trol has become not just an issue in U.S. bilateral relations, but a
truly multilateral issue. In 1988, the United Nations adopted an ex-
traordinary document which has recently come into force: the U.N.
Convention Against Illicit Traffic in Narcotics Drugs and Psycho-
tropic Substances. That Convention binds nations to undertake an
extengive range of actions not only on production and demand, but
also on a number of other issues which are of increasing impor-
tance in the drug trade such as money laundering, precursor chem-
ical production, air and sea transit, and asset seizure and conspira-
cy laws. In fact, the obligations imposed under that document are
in almost every case more comprehensive than the matters which
the President is currently required to consider as a bilateral issue
in making certifications under current law.

The U.N. Convention also, however, reflects an unsettling fact:
that the narcotics trade has in one form or another permeated vir-
tually every country on earth, whether in the form of narcotics
production, use, and transit, money laundering, or precursor chem-
ical production.

Finally, the committee’s review of current law indicated that the
repeated passage of legislation since 1986 affecting the certification
process has not reflected all of these new trends, and has resulted
in a number of obsolete provisions as well.

So, in a spirit of cooperation, the committee has adopted a two-
year modification to the certification process. First, the annual
INGSR prepared by the Department of State would be expanded to
cover every member nation of the United Nations, just as the
annual human rights report does. Obviously, the committee does
not expect the same level of reporting on every country, just as the
human rights report varies in depth and breadth; however, the pro-
posed changes would produce a more comprehensive report geo-
graphically than the current report in which countries are includ-
ed on a largely ad hoc basis. The INCSR would also be a more com-
prehensive report in terms of functional reporting, since the report
would highlight the attention paid to money laundering and pre-
cursor chemical issues. And in the spirit of multilateralism, the
President would be asked to certify a country’s cooperation with
the United States in meeting the goals and objectives of the 1988
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U.N. Convention, as well as its obligations in meeting the goals
contained in bilateral agreements.

In return, to address the executive branch’s perceived need for
increased flexibility, this title would streamline current langauge
in the law regarding the certification and INCSR process, give the
President the flexibility to determine which countries are included
on the certification list, waive the current 50% aid withholding re-
quirement if the President determines it is in the national interest
and gives prior notice to Congress, reduce the Congressional review
period from 45 legislative days to 30 legislative days as it was in
the original certification law, and provide a special waiver to ad-
dress unique situations in which conditions in decertified countries
undergo a sudden and fundamental change. The committee pro-
poses to try this new approach for a two-year period; at the end of
that time, current law would again become applicable unless the
new approach proves satisfactory. A comparison between matters
covered under current law and under the U.N. Convention is in-
cluded in the following chart:
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COMPARISON OF CURRENT LAW AND 1588 UN. CONVENTION

Certified On:
CURRENT LAW UN. CONVENTION
Satisfying Chlles agrevment Maust devalop aw for and cooperats with other states on covered
e pouls dfﬂnl'(Aﬂ.hh’) paa :
Preventing transit wmm'w»hwmumwmmmmw&hm
Preventing money laundering Covered offense® (Article T
Preventing beibery/orrupti Shall ensure covered offenses® can be treated as particular) uﬂuuifclhnhlddl
(12 beiberykorruption publi:aﬂ'u(Arﬁcb!) 7 .

di

* Covered offense (cullivation, pr

and money laundering) brings issue under

prmmmu-mmmmutulhgﬂmum nmdalm,mwmtmlmopntlm,ﬂ:.

Consideration To:

CURRENT LAW UN. CONVENTION
Maxi reductions in prodi Must prevent & eradicats illicit cultivation (Article 14)
Eliminate cultivation/mizires/ labs/ Must prevent & eradicate illicit cultivation (Articls 14); all are covered cffenses
violator prosscution
Eliminate monsy laundering Covered offense (Article D
sﬁ‘_ mﬂmt complicity/senior mw:mmm—mhmuumly serious if offender holds
Torture of DEA (Obsolete)
Hot pursuit (Obsolate)
Chngumm:d;n) m%nhnfuwmhdmywwmtmmd{m
Extradition/safe haven Must extradite for coversd offenses (Article 6)

Items not Addressed in Current Law:

CURRENT LAW

UN CONVENTION

Must provide mutual legal asistance (Article 7)

lod delivery at international Jevel (Articls 11)
Must prevent diversion of hemicals, matert quig
prodution it 3 & 1! matealy

May um

for illicit drug

Must reduce demand (Article 14)
Must ensure commercial carriers not used (Article 15)

Must snsure documentation and Labelli of licit narcotic and pyschotropic
d.rugnwumm) i

Must supprens itlicit sea traffic (Article 17)
Must suppress traffic in fres trade zones and ports (Article 18)
Must suppress itlicit use of mail (Article 19)
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The other significant change contained in this title is a waiver of
gection 660 in current law (section 6206 of this act, regarding the
prohibition on assistance and training to police) for counternarco-
tics purposes, for three military assistance accounts, for a two-year
period with prior notice to Congress. Currently, assistance through
the Department of State’s Bureau of International Narcotics Mat-
ters has a permanent section 660 waiver. In the past, the Congress
has waived the section 660 prohibition on an ad hoc basis for virtu-
ally every security assistance account at one time or another. The
committee would now propose to waive that prohibition for IMET,
FMF, and narcotics-related excess defense articles for eligible coun-
tries for a 2-year period.

The committee has granted this waiver in support of what is the
stated policy of the executive branch: namely, that narcotics con-
trol is a matter to be addressed primarily by law enforcement
units, with military units playing a supporting role, as is the case
in the United States. The committee also recognizes the difficulty
in many countries of drawing clear distinctions between police
units and military units, especially in the cases of specialized serv-
ices such as the Coast Guard or merchant marine forces. The com-
mittee anticipates that granting this waiver will result in a shift of
increased funding to eligible host country police units in accord-
ance with stated U.S. policy. In addition, given the fact that many
police units have human rights records which are equally problem-
atic to those of military units, the committee will vigorously moni-
tor the use of this new authority and if any abuse or misuse occurs,
the committee will not hesitate to repeal this authority before the

sunset at the end of fiscal year 1993.

Section 401—Consolidation and revision of authorities and require-
ments
Section 401 amends the Foreign Assistance Act to establish a
new title as follows: :

TrrLE IV—INTERNATIONAL NARcCOTICS CONTROL
CHAPTER 1—GENERAL POLICIES

Seétion 4101—Findings and statements of policy

Section 4101 contains statements of policy regarding internation-
al narcotics control. Section 4101(a), relating to policy, is similar to
section 481(a)1) of the Foreign Assistance Act, with the only sub-
stantive addition being an updated reference to the 1988 United
Nations Convention Against Illicit Trafficking in Narcotic Drugs
and Psychotropic Substances. Section 4101(b), relating to U.S.
policy in multilateral development banks on narcotics control
issues, is the same as section 481(aX3) of current law.

Section 4102—Coordination of all United States antinarcotics as-
sistance to foreign countries

Section 4102 makes the Secretary of State responsible for coordi-
nating all assistance provided by the U.S. Government to support
international efforts to combat illicit narcotics production or traf-
ficking. The committee notes that this is identical to the Secretary
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of State’s coordination role in section 2801 of this legislation relat-
ing to international terrorism. Section 4102 further states that
nothing contained in this section or section 4401(c) shall be con-
strued to limit or impair the authority or responsibility of any
other Federal agency with respect to law enforcement, domestic ge-
curity operations, or intelligence activities as defined in Executive
Order 12333.

This section is the same as sections 4601(a) and (cj of the Anti-
Drug Abuse Act of 1988,

CHAPTER 2—NARCOTICS CONTROL ASSISTANCE

Section 4201—Authority to conclude agreements and provide assist-
ance

Section 4201(a) provides authority to the President to conclude
agreements to promote effective international narcotics control,
Section 4201(b) authorizes the President to furnish assistance to
any country or international organization for the control of narcot-
ic and psychotropic drugs and other controlled substances, notwith-
standing any other provision of law. These authorities are the same
as those contained in section 481(a)X2) and (a)4) of current law,
except that section 4201(a) adds explicit authority for the President
to conclude reciprocal maritime agreements. In addition, section
4201(c) provides that except where expressly provided to the con-
trary, any reference in law to title I of this Act shall be deemed to
include reference to this title.

Section 4202—Authorizations of appropriations

Section 4202 authorizes $171.5 million to be appropriated to the
President for fiscal year 1992 and $171.5 million for fiscal year
1993. Except for the dollar amounts, this section is the same as sec-
tion 482(a) of current law.

The committee notes that it hag authorized the full amount re-
quested by the executive branch for fiscal year 1992 for interna-
tional narcotics control assistance, as it has for the past decade.
However, the committee also notes that during that period, while
the Bureau of International Narcotics Matters budget more than
tripled, opium production hag doubled, coca production has tripled,
and marijuana production has doubled. There have also been re-
peated, continuing and serioug problems with the management of
programs under the Bureau’s control. While the committee recog-
nizes that INM cannot be expected to unilaterally affect the flow of
drugs to the United States, the committee also believes that there
should be some demonstrable evidence of results related to funds
expended. The committee will not indefinitely continue to fund
narcotics control programs which do not achieve their stated objec-
tives. In recognition of this fact, the committee has not provided
any increase for programs funded by INM for fiscal year 1993,

The committee also notes that the executive branch has request-
ed, and the committee hasg granted on a 2-year trial basis, a waiver

of the prohibition on assistance to police for any narcotics-related
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country police in combatting illicit narcotics trafficking. While cir-
cumstances in some major source and transit countries have neces-
sitated an increase in funding for law enforcement agencies, the
committee does not intend that this waiver be used as a back-door
pudget supplement for INM.

Section 4203—Contribution by recipient country

Section 4203 states that to ensure local commitment to, and the
sustainability of narcotics control activities assisted under this
chapter, the beneficiary country should bear an appropriate share
of the costs of the program for which assistance is furnished. It is
the committee’s view that the beneficiary country’s contribution
should be a significant percentage of those costs and could be on an
i‘in-kind” basis. This section is identical to section 482(d) of current
aw.

Section 4204—Use of herbicides for aeria! eradication

Section 4204(a) requires the President, with the assistance of ap-
propriate Federal agencies, to monitor any use under this chapter
of herbicides for aerial eradication in order to determine the
impact of such use on the environment and on the health of indi-

viduals.

Section 4204(b) requires the President to report on the impact of
the use of suca herbicides in the annual report required by section
4401(a) (the International Narcotics Control Strategy Report).

Section 4204(c) states that if the President determines that the
use of herbicides is harmful to the environment or the health of
individuals, he shall immediately report that determination to the
Committee on Foreign Affairs of the House of Representatives and
the Committee on Foreign Relations of the Senate, together with
such recommendations as he deems appropriate.

Section 4204 replaces section 481(d) of current law. Section
481(dX2) required the Secretary of State to inform the Secretary of
Health and Human Services and the Administrator of the Environ-
mental Protection Agency of the use or intended use of aerial her-
bicides under this chapter. The committee expects that the require-
ment for Presidential monitoring with the assistance of appropri-
ate Federal agencies in section 4204(a) will include consultations
with the agencies named in section 481(dX2) of current law.

Section 4205—Prohibition on procurement of weapons and ammuni-
tion

Section 4205 modifies the prohibition on using funds authorized
under this chapter to procure weapons or ammunition contained in
gection 482(b) of current law.

Section 4205(a) restates the prohibition in current law on using
INM funds for the procurement of weapons and ammunition except
as provided in subsection (b).

Section 4205(b) states that the prohibition contained in subsec-
tion (a) shall not apply with respect to funds for the procurement
of (1) weapons and ammunition for the defensive arizing of aircraft
used for narcotics-related purposes, and (2) firearms and related
ammunition to be provided for defense purposes for State Depart-
ment employees engaged in activities under this title. Section



4205(b) also requires prior nouce or an procurement of weapons
and ammunition pursuant to the procedures in section 6304 (relat-
inﬁ to prior notification to Congress), '

his modification of the prohibition in current law is provided
pursuant to the request of the executive branch outlined in testi-
mony before the committee’s Task Force on International Narcot-
ics Control on May 2, 1991, The committee recognizes that monitor-
ing and implementing U.S. narcotics control programs overseas
often involves working in a dangerous environment. Counternarco-
tics aircraft may face hostile ground fire and INM personnel may
have to travel to areas frequented by armed traffickers or narco-
insurgents. In past years, the committee has regularly earmarked
foreign military financing funds for defensive aircraft armning pur-
poses but has geen reluctant to allow INM to become directly in-
volved in the procurement of lethal equipment. However, because
the current situation has resulted in long delays and bureaucratic
difficulties in procuring arms for antinarcotics aircraft, and be-
cause there are no alternatives for Department of State ersonnel
to acquire defensive firearms other than personal purchase, the
committee has modified a prohibition which was first enacted in
1978. Any procurement of weapons and ammunition is subject to
advance notification in accordance with procedures applicable
under section 6304 of this act. The committee expects that the exec-
utive branch will seek notice only for the unique situations which
have been discussed with the committee in hearing testimony and
informal meetings. For the purposes of this gection, the committee
intends the term “employees” of the State Department to include
both direct hire and contract personnel of INM.

Section 4206—Permissible uses of aircraft and other equipment

Secltion 4206 combines and modifies sections 485 and 489 of cur-
rent law.

Section 4206(a) requires the President to take all reasonable
steps to ensure that aircraft and other equipment made available
to foreign countries under this chapter are used only in ways that
a{;le consistent with the purposes for which they were made avail-
able.

Section 4206(bX1) requires the President to maintain detailed
records on the use of any aircraft made available to a foreign coun-
try under this chapter, including aircraft made available before the
enactment of this section. Section 4206(b)2) requires the President
to make these records available to the Congress upon a request of
the Chairman of the Committee on Foreign Affairs of the House of
Representatives or th» Chairman of the Committee on Foreign Re-
lations of the Senate. The committee intends that the President
ensure that host countries maintain adequate records of aircraft
use for those aircraft which may be titled to that country pursuant
to section 4207(b) of this act.

Section 4206(c) requires the President to discuss, in the annual
report submitted to Congress under section 4401 (INCSR), any evi-
dence indicating misuse by a foreign country of aircraft or other
equipment made available under this chapter, and the actions
taken by the U.S. Government to prevent future misuse of such
equipment by that foreign country.
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_ - Section 4206(a) is the same as section 489(a) of current law; sec-
tion 4206(b) is the same as section 485 of current law; and section
4206(c) is the same as section 489(b) of current law.

Section 4206 deletes the requirements of current law in sections
489(c) and 489(d) for the President to issue regulations, with ad-
vance congressional review, to ensure proper use of aircraft provid-
ed under this chapter. The committee, however, fully expects the
executive branch to rigorously monitor the end-use of such aircraft
and to keep the committee ful? and currently informed of moni-
toring efforts as well as any evidence of misuse.

Section 4207—Retention of title to aircraft

Section 4207(a) is the wime as section 484 of current law which
requires that any aircraft which, at any time after October 27, 1986
(the date of enactment of the International Narcotics Control Act
of 1986 which was title II of the Anti-Drug Abuse Act of 1986), are
made available to a foreign country under this chapter, or are
made available to a foreign country primarily for narcotics-related
purposes under any other provision of law, shall be provided only
on a lease or loan basis.

Section 4207(b) allows the President to waive the requirement to
retain title if that requirement’s application is contrary to the na-
tional interest, and the President notifies the Congress in accord-
ance with the procedures contained in section 6304. It further pro-
vides that subsection (a) does not appg' with respect to aircraft
made available to a foreign country under section 2(bX6)B) of the
Export-Import Bank Act of 1945 or under any provision of law that
authorizes property that has been civilly or criminally forfeited to
the United States to be made available to foreign countries.

Section 4207(c) clarifies the authority of the Department of De-
fense to finance the leasing of aircraft for the purpose of satisfying
the requirements of this section, and is the same as section 3(g) of
%}ég)lnternational Narcotics Control Act of 1990 (Public Law 101-

The committee has long mandated the retention of titles for air-
craft provided under this chapter for reasons based on a series of
historical experiences of misuse, abuse and a lack of recourse in
such situations. However, the committee recognizes that there may
be circumstances in which the executive branch is so confident of
recipient countries’ intentions, U.S. monitoring capabilities, or
other mitigating factors that the executive branch might justify
transfer of aircraft titles. In such cases, the President must provide
the Congress with advance notification. To the degree that narcot-
ics control aircraft are to be provided through military assistance
channels and the U.S. retains title, the committee has made per-
manent the authority contained in section 3(g) of Public Law 101-
623 for fiscal year 1991 for the Department of Defense to provide
such aircraft on a lease or loan basis.

The committee notes that on numerous occasions the executive
branch has testified that the Bureau of International Narcotics
Matters' “air wing” is the result of the 1986 law requiring the
United States to retain title to narcotics control aircraft. Given the
flexibility now provided in this section to waive that requirement,
the committee requests that the Bureau of International Narcotics

H. Rept. 102-96 0 - 91 - 5
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Matters submit a report to the committee no later than three
months after the date of enactment of this legislation detailing the
impact of this new authority on the Bureau’s “air wing”, as well as
plans to coordinate funding, support and operations of aircraft for
which transfer is titled (whether by the Department of State or the
Department of Defense) with the management of aircraft currently
in its inventory. This report should be coordinated with the De-
fense Security Assistance Agency.

Section 4208—Prohibition on use of narcotics control assistance to
acquire real property

Section 4208 modifies the prohibition on the use of funds made
available to carry out this title to acquire any real property for use
by foreign military, paramilitary, or law enforcement forces (sec-
tion 488 of current law) to allow such acquisition with advance no-
tification pursuant to the procedures in section 6304.

The committee notes that this prohibition on the use of narcotics
control funds arose from a refusal of the Government of Bolivia to
provide land on which to base Bolivian anti-narcotics enforcement
units, even though the United States had financed all other costs
relating to those units; thus, the United States was forced to pur-
chase the necessary land. Although the committee has provided the
executive branch the authority to acquire real property with ad-
vance notification to Congress to respond to other unanticipated
needs, the committee will oppose any use of this authority to pur-
chase land in a case such as that cited above. _

CHAPTER 3—FOREIGN ASSISTANCE GENERALLY AND NARCOTICS
CONTROL )

Section 4301—Prohibition on use of foreign assistance for reimburse-
ments for drug crop eradications

Section 4301 is the same of section 483 of the Foreign Assistance
Act, which prohibits funds made available to carry out this Act
frox(rlx. b(;ir:lg used to reimburse persons whose illicit drug crops are
eradicafed.

Section 4302—Prohibition cn assistance to drug traffickers

Section 4302(a) requires the President to take all reasonable
steps to ensure that assistance under this act is not provided to or
through any individual or entity that the President knows or has
reason to believe: has been convicted of a violation of, or a conspir-
acy to violate, any U.S,, State, or District of Columbia, or foreign
country law relating to narcotic or psychotropic drugs or other con-
trolled substance; is or has been an illicit trafficker in any such
controlled substance or is or has been a knowing assistor, abettor,
conspirator, or colluder with others in the illicit trafficking in any
such substance.

Section 4302(b) requires the President to issue regulations speci-
fying the steps to be taken in carrying out this section.

Section 4302(c) requires that any regulations so issued be submiit-
ted to the Congress before they take affect. :

Section 4302 is the same as section 487 of current law. The com-
mittee recognizes the legal and practical difficulties that this provi-
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sion has created. However, section 487 was originally enacted in re-
sponse to a situation where U.S. officials did not believe they had
tgg authority to deny assistance to an individual who was widely
recognized to be involved in narcotics trafficking. The committee

ints out that despite the enactment of section 487 in 1988, regu-
ations still have not been issued by any executive branch agency
or department. The committee intends the prohibition in section
4302(a) to mean what it says: all reasonable steps. The committee
recognizes that many unsubstantiated and false accusations of in-
volvement in narcotics trafficking come to the attention of U.S.
missions overseas. The committee also recognizes the difficulty of
obtaining accurate information on such issues in many foreign
countries. The committee views the “all reasonable steps” standard
to mean a good faith effort by embassy personnel to check with all
elements of an overseas mission, as well as with Washington
parent agencies, before granting assistance to ensure U.S. foreign
assistance is not provided to known narcotics traffickers. The com-
mittee expects that the regulations required in section 4302(b) will
be submitted for congressional review expeditiously.

Section 4303—Transfer of funds when countries fail to take ade-
quate steps to halt illicit drug production or trafficking

Section 4303 modifies section 486 of current law to increase exec-
utive branch flexibility in the reprogramming of narcotics-related
assistance. It provides that if a country loses security assistance
(ESA, FMF, or IMET) as a result of the requirements of the certifi-
cation process contained in section 4402 or as a result of any other

rovision requiring the withholding of funds for countries that
Eave not taken adequate steps to halt narcotics production or traf-
ficking, the President may transfer and consolidate those funds
with narcotics control funds available under this chapter for addi-
ticnal assistance for countries which have taken significant steps to
halt illicit drug production or trafficking.

Section 4304—Waiver of restrictions for narcotics-related economic
assistance

Section 4304 provides authority for the President to provide nar-
cotics-related economic assistance notwithstanding any other provi-
sion of law except for Section 4202 (relating to ineligibility due to a
lack of cooperation on narcotics control issues). )

Under current law, assistance provided through INM is exempt
from virtually any cut-off of assistance. This new section author-
izes, in addition, the provision of other narcotics-related economic
assistance (defined as development assistance, ESA, assistance pro-
vided through the Development Fund for Africa, and the Special
Assistance Initiatives) to countries otherwise ineligible for U.S. as-
sistance, with prior notification pursuant to the procedures con-
tained in section 6304 of this act. The committee recognizes that
there may be unique circumstances in which a country was ineligi-
ble for assistance due to non-narcotics related reasons where the
provision of narcotics-related economic assistance could support
U.S. counternarcotics goals. However, the committee also notes
that the authority provided in this new section could be misinter-
preted as a ‘“loophole” to provide broad economic assistance to
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countries which are otherwise prohibited from receiving assistance,
such as Pakistan. The committee will insist that “narcotics-related
assistance” provided pursuant to this authority in fact has a de-
monstrable and direct relevance to narcotics control objectives.

CHAPTER 4—REPORTS AND ANNUAL CERTIFICATION PROCESS

Section 4401—Reporting requirements for fiscal years 1992 and 1993

Section 4401 substantially rewrites section 481(e) of current law.
Section 4401(a) requires the President to submit a comprehensive
report to the Congress not later than March 1 of each year on all
couniries which are members of the United Nations on the state of
international narcotics production and trafficking, money launder-
ing, and precursor chemical control, and on U.S. efforts to prevent
illicit drug cultivation and trafficking, the diversion of precursor
chemicals, and money laundering.

Section 4401(b) details what must be included in that report. Sec-
tion 4401(bX1) requires that for all countries which are members of
the United Nations, the report shall include the matters identified
in section 4402(b)(2) (relating to matters to be considered for certifi-
cation of cooperation).

Section 4401(b)(2)(A) requires a description of the policies adopt-
ed, agreements concluded, and programs implemented by the De-
partment of State in pursuit of its delegated responsibilities for
international narcotics control, including the status of negotiations
between the U.S. and other countries on updated extradition trea-
ties, mutual legal assistance treaties, precursor chemical controls,
money launderin, and agreements pursuant to section 2015 of the
International Narcotics Control act of 1986 (relating to interdiction
procedures for vessels of foreign registry). Section 4401(b)2)B) re-
quires information on multilateral and bilateral strategies with re-
spect to money laundering pursued by the Department of State,
Justice, and the Treasury, and other relevant U.S. Government
agencies, either collectively or individually, to ensure the coopera-
tion of foreign governments with respect to narcotics-related money
laundering and to demonstrate that all U.S. Government agencies
are pursuing a common strategy with respect to major money laun-
dering countries.

Section 4401(bX3) requires the report to identify which countries
are (A) major illicit drug producing and drug transit countries (as
determined under section 4403), (B) significant direct or indirect
sources of illicit drugs affecting the United States, (C) major
sources of precursor chemicals used in the production of precursor
chemicals used in the production of illicit narcotics, or (D) major
money laundering countries.

Section 4401(b)X4) requires in addition, for each of the four cate-
gories of countries identified in 4401(bX3), the report should in-
clude: (1) a description of the plans, programs and timetables adopt-
ed by such country, including efforts to meet the objectives of the
United Nations Convention Against Illicit Traffic in Narcotic
Drugs and Psychotropic Substances, 1988, and a discussion of the
adequacy of the legal and law enforcement measures taken and the
accomplishments achieved in accord with those plans; (2) whether
as a matter of government policy, such country encourages or fa-
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cilitates the production or distribution of illegal drugs or the laun-
dering of proceeds from illegal drugs transactions; (3) and whether
any senior official of the government of such country engages in,
encousages, or facilitates the production or distribution of illegal
drugs, or the laundering of proceeds from illegal drug transactions.

Section 4401(bX5) requires in addition, for the major producer
and transit countries and the significant source and transit coun-
tries identified in 4401(b)3XA) and (B), a detailed status report,
with such information as can be reliably obtained, on the illicit
narcotic or psychotropic drugs or other controlled substances which
are being cultivated, produced, or processed in or transported
through such country, noting significant changes in conditions,
such as increases or decreases in the illicit cultivation and manu-
facture of and traffic in such drugs and substances.

Section 4401(b)(6) requires in addition, for those countries identi-
fied as major sources of precursor chemicals in paragraph
4401(bX3XC), information on which countries are parties to interna-
tional agreements on a method for maintaining records of transac-
tions of an established list of precursor and essential chemicals,
which countries have established a procedure by which such
records may be made available to U.S. law enforcement authori-
ties, and which countries have enacted national chemical control
legislation which would impose specific recordkeeping and report-
ing requirements for listed chemicals, establish a system of permits
or declarations for imports and exports of listed chemicals, and au-
thorize government officials to seize or suspend shipments of listed
chmicals.

Section 4401(b)(7) requires in addition, for those countries identi-
fied as major money laundering countries pursuant to paragraph
4401(b)X3XD), which countries have not reached agreement with the
United States authorities on a mechanism for exchanging adequate
records in conrection with narcotics investigations and proceed-
ings, and which of those countries which have not reached such an
agreement are negotiating in good faith with the United States to
establish such a record-exchange mechanism, or have adopted laws
or regulations that ensure the availability to appropriate U.S. Gov-
ernment personnel of adequate records in connection with narcot-
ics investigations and proceedings.

Section 4401(b}(8) requires in addition, for those countries identi-
fied as major money laundering countries, findings on the coun-
try’s adoption of laws and regulations considered essential to pre-
vent narcotics-related money laundering. Such findings are to in-
clude whether a country has criminalized narcotics money launder-
ing, required financial institutions to record large currency trans-
actions at thresholds appropriate to that country’s economic situa-
tion, required financial institutions to report suspicious transac-
tions, established systems for identifying, tracing, freezing, seizing,
and forfeiting narcotics-related assets, enacted laws for the sharing
of seized narcotics assets with other governments, and cooperated
when requested with appropriate law enforcement agencies of
other governments investigating financial crimes related to narcot-
ics. The report shall also detail instances of refusals to cooperate
with foreign governments, and any actions taken by the United
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States Government to address such obstacles, including the imposi-
tion of sanctions or penalties. :

Section 4401(bX9) provides definitions for terms used in this sec-
tion. The term precursor chemical has the same meaning as the
term “listed chemical” has under paragraph 33 of section 102 of
the Controlled Substances Act (21 SSC 902), and the term “major
money laundering country” means a country whose financial insti-
tutions engage in currency transactions involving significant
amounts of froceeds from international narcotics trafficking.

Section 4401(c)1) requires the annual report to include informa-
tion on U.S. assistance provided during the preceding, current and
next fiscal years to support international efforts to combat illicit
narcotics production and trafficking. Section 4401(c)2) requires the
report to include: (A) the amount and nature of assistance provided
or to be provided; (B) for countries indentified as major producers
and major transit countries under subsection (b)3)(A), information
from the Drug Enforcement Administration, the Customs Service,
and the Coast Guard describing in detail the assistance provided or
to be provided to such country by that agency, and the assistance
provided or to be provided to that agency by such country, with re-
spect to narcotic control efforts during the preceding, current and
next fiscal year; and (C) a list of all transfers which were made by
the United States Government during the preceding fiscal year, to
a foreign country for narcotics control purposes of any property
seized by or otherwise forfeited to the U.g. Government in connec-
tion with narcotics-related activity, including an estimate of the
fair market value and physical condition of each item of property
transferred.

Section 4401(c)3) provides that the report required by the subsec-
tion may be provided on a classified basis to the extent necessary.

Section 4401(d) states that this section only applies during fiscal
years 1992 and 1993, and that section 4401A does not apply during
those fiscal years.

Section 4401 was designed in part to address concerns raised by
the executive branch over the number of reporting requirements
concerning narcotics control issues that have been enacted over the
past decade. In response to this concern the committee has deleted
certain duplicative requirements, deleted the requirement for an
annual mid-year report (currently section 481(b) of the Foreign As-
sistance Act), consolidated other reporting requirements within the
annual report required by this section, and deleted obsolete lan-
guage in current law.

However, the committee has also considerably expanded the re-
porting requirements for the annual International Narcotics Con-
trol Strategy Report (INCSR) in two significant areas: first, by re-
quiring the inclusion of information on all members of the United
Nations (as does the annual Country Reports on Human Rights);
and, second, by broadening detailed reporting on major money
laundering and major precursor chemical source countries as weil
as on significant producer and transit countries. The committee be-
lieves that the unparalleled transnational threat posed to the U.S.
by the international traffic in illicit narcotics, as well as the in-
creagsing multilateral consensus manifest in the entry into force of
the 1988 United Nations Convention Against Illicit Traffic in Nar-
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cotic Drugs and Psychotropic Substances, merits increased empha-
sis on rating counternarcotics performance with an accepted inter-
national standard and more comprehensive reporting on an indi-
vidual nation’s counternarcotics efforts. As Drug Enforcement Ad-
ministration Administrator, Robert C. Bonner, said in committee
testimony in March of 1991, “R’)I‘he entry into force of the 1988 U.N.
Convention] is a milestone, I believe, in the international effort to
fight drug traffickers because this far-reaching treaty will go a long
way toward providing the tools and international framework for
combatting drug trafficking, and as more nations ratify this con-
vention, even more international cooperation will be possible.”

The committee also believes that bKI expanding the report to
cover all member states of the United Nations, as is the case with
the annual human rights report, the issue of narcotics control will
become a more firmly entrenched component of U.S. foreign policy.
By expanding the need for increased attention to narcotics by add}i'-
tional foreign service officers in countries not currently covered by
INM personnel, the process of “weaving the issue into the fabric of
our foreign policy” which was noted by Assistant Secretary of State
for International Narcotics Matters Melvyn Levitsky in recent tes-
timony before the committee, will continue to be enhanced.

In addition, the committee has moved to a more comprehensive
focus by requiring more detailed reporting on the issues of money
laundering and precursor chemical production, as well as on the
more traditional issues of production and transit, in recognition of
the fact that effectively addressing these two important aspects of
t}t}tg international narcotics trade are integral to any international
efforts.

While there is virtually no country in the world unaffected by
international narcotics trafficking, the committee recognizes that
there are significant variations in the scope of the problem be-
tween countries. For countries which are not major drug producers,
drug transit countries, money laundering centers, or listed chemi-
cal sources, the subjects for reporting are identified as the extent to
which a country has met the goals and objectives of the milestone
1988 U.N. Convention, accomplished the goals in an applicable bi-
lateral or multilateral narcotics agreement, and addressed narcot-
ics-related corruption. The committee does not expect reporting on
ccuntries not included in the four categories listed above to be as
detailed as for countries such as Peru or Mexico. Scetion 4401(b)1)
would require reasonable efforts to examine the status of the 1988
U.N. Convention and any implementing legislation, and a brief de-
scription of efforts to adiress narcotics-related developments, in-
cluding corruption, in a given country. Much of this information
concerning the status of legal measures, ratification of the Conven-
tion, seizures, arrests, etc. should be readily available, as evidenced
by the U.N. International Narcotics Control Board’s annual report
covering all member states of the United Nations. In addition, as
long as each member of the United Nations is addressed, reporting
could be done on a regional basis if appropriate for countries which
are not major drug producers, drug transit countries, money laun-
dering centers, or precursor chemical sources. The committee ex-
pects that the regional format would only be used for countries in
areas not currently covered in the INCSR, such as island-states in
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the South Pacific or smaller states in West Africa, but not for re
gions such as Western Europe and the Southern Cone. '

Sections 4401(bX3) through 4401(bX8) detail more extensive re-
porting requirements for countries vthich the executive branch de-
termines to be involved in one or more of the major elements of
the international narcotics trade: production, transit, money laun-
dering, or precursor chemicals. By broadening the INCSR eyond
its traditional focus on narcotics production and transit, section
4401 requires a more comprehensive view of all major elements of
the international narcotics trade and addresses the issues raised by
the “Kerry amendment” on money laundering (Section 4702 of the
1988 Anti-Drug Abuse Act, Public Law 100-690) and the ‘“McCon-
nell amendment” on precursor chemicals (Section 599H of the For-
eign Operations, Export Financing, and Related Programs Appro-
priations Act, 1991, Public Law 101-513).

Section 4401A—Reporting Requirements after September 30, 1993

Section 4401A(a)X1), which is essentinlly the same as section
481(e) of current law, requires the President to submit a report to
the Congress not later than March 1 of each year on U.S. policy to
establish and encourage an international strategy to prevent illicit
cultivation and manufacture of and traffic in narcotic and psycho-
tropic drugs and other controlled substances. This section man-
dates the major annual international narcotics control strategy
report (INCSR) to the Congress, and is the basis on which certifica-
tions of major drug countries under section 4402 are made.

Section 4401A(a)(2) specifies what information the report shall
contain, as follows:

(A) a description of the policies adopted, agreements conclud-
ed and programs implemented by the Department of State in
pursuit of its international narcotics control responsibilities;

(B) a description of U.S. activities, in the prior, current, and
coming fiscal years, in international financial institutions to
combat the flow of drugs into the United States;

(C) the identity of countries which are significant direct or
indirect sources of illicit drugs significantly affecting the
United States, including the following information on each
such country: a detailed status report on the drug trade in that
country, a description of U.S. assistance to such country in the
prior, current and coming fiscal years and what impact that
aid had or will have on the drug trade in that country, a de-
scription of the plans, programs, and timetables adopted by
such country to eliminate cultivation as well as the adequacy
of legal and law enforcement measures taken in accord with
those plans, and a discussion of extradition issues between
such country and the United States;

(D) for each major illicit drug producing country which will
receive U.S. aid, a determination of the maximum achievable
reductions in illicit production;

(E) for each major illicit drug producing country which re-
ceived U.S. aid in the prior year, the actual reductions in illicit
production; ,

(F) specific comments and recommendations by other Federal
agencies, including the U.S, Customs Service and the Drug En-
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forcement Administration with respect to.wnether countries
listed in the report have fully cooperated with such agencies
during the prior year; and

(G) a description of U.S. assistance for the prior fiscal year
which was denied pursuant to the certification process con-
tained in section 4402 to a major drug country.

Section 4401A(b) requires the President to submit a report to the
Congress no later than September 1 of each year on the activities
and operations carried out under this chapter prior to such date,
and shall include the status of each agreement concluded prior to
guch date with other countries to carry out this title. This section
mandates the annual midyear update to be provided to the Con-
fress on recent developments in narcotics control issues worldwide.

t is the same as section 481(b) of current law.

Section 4401A(c) requires further information to be transmitted
to the Congress at the time of the annual narcotics report required
by subsection (a). The Secretary of State, in consultation with other
appropriate U.S. Government agencies, shall report to the Congress
on the assistance provided by the U.S. Government during the pre-
ceding fiscal year to support international efforts to combat illicit
narcotics production and trafficking. Such report shall specify the
amount and nature of the assistance provided, include for each sig-
nificant direct or indirect source country a section prepared by the
DEA, the Customs Service, and the Coast Guard, which describes
in detail the nercotics control assistance which has been and will
be provided by those agencies to such countries and by such coun-
tries to those agencies, and to list all transfers which were made by
the U.S. Government during the preceding fiscal year to a foreign
country for narcotics control purposes of any property seized by or
otherwise forfeited to the U.S. Government in connection with nar-
cotics-related activity. It further provides that the reports required
by this subsection may be classified. This subsection is the same as
subsection (b) of section 4601 of the Anti-Drug Abuse Act of 1988.

Section 4409—Annual certification procedures for fiscal years 1992
and 1993

Section 4402 substantially revises section 481(h) of current law,
relating to certification procedures for major drug countries, for
fiscal years 1992 and 1993.

Section 4402(aX1)A) requires that 50% of U.S. assistance allocat-
ed at the beginning of each fiscal year for each major illicit drug-
producing or drug-transit country shall be withheld from obligation
and expenditure, except as provided in paragraph (B) and subsec-
tion (b). Section 4402(a)(1)(B) states that subparagraph (A) shall not
apply with respect to a country if the President determines that its
application to that country would be contrary to the national inter-
est of the United States, except that any such determination shall
not take effect until at least 15 days after the President submits
written notification of that determination to the appropriate con-
gressional committees in accordance with the procedures applicable
to reprogramming notifications under section 6304.

Section 4402(a)(2) further requires the Secretary of the Treasury
to direct the U.S. Executive Directors to multilateral banks to vote,
on and after March 1 of each year, against any loan to or for any
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major illicit drug-producing or drug-transit country except as pro-
vided in subsection (b). -

Section 4402(b) establishes what must be certified under the cer-
tification process. It states that subject to subsection (d), the 50% of
aid withheld pursuant to subsection (a)1) may be obligated and ex-
pended, and the requirement of subsection (aX2) to vote a ainst
multilateral development bank assistance to a count shall not
apply, if the President determines and certifies to the &ngress, at
tlfe time of the annual INCSR report, that (A) during the previous
year the country has cooperated with the United tates, or has
taken adequate steps on its own, to achieve full compliance with
the goals and objectives established by the U.N. Convention
Against Illicit Traffic in Narcotic Drugs and Psychotropic Sub-
stances, 1988; or (B) for a country that would not otherwise qualify
for certification under subparagraph (A), the vital national interest
of the United States require that the assistance withheld be provid-
ed and that the United States not vote against multilateral devel-
opment bank assistance for that country.

Section 4402(bX2) provides that in making the determination de-
scribed in paragraph (1)(A), the President shall consider the extent
to which the country has:

(A) met the goals and objectives of the 1988 U.N. Convention,
including action on such issues as illicit cultivation, produc-
tion, distribution, sale, transport, financing, money laundering,
asset seizure, extradition, mutual legal assistance, law enforce-
ment and transit cooperation, precursor chemicals, and
demand reduction;

(B) accomplished the goals in an applicable bilateral narcot-
ics agreement with the United States or a multittiteral agree-
ment; and

(C) taken legal and law enforcement measures to prevent
and punish public corruption, especially by senior government
officials, that facilitates the production, processing, or ship-
ment of narcotic and psychotropic drugs and other controlled
substances, or that discourages the investigation or prosecution
of such acts.

The committee does not intend the reference to “compliance with
goals and objectives” to refer solely to signatories of the 1988 U.N.
Convention; on the contrary, the committee desires to build upon
the international standards established by the Convention and ex-
plicitly avoid creating any disincentives for countries to sign and
ratify the Convention.

Section 4402(c) states that the President may make a certifica-
tion under subsection (b)1XA) with respect to a major illicit drug
producing country, or major drug-transit country which is also a
producer of licit opium, only if the President determines that such
country has taken steps to prevent significant diversion of its licit
cultivation and production into the illicit market, maintains pro-
duction and stockgiles at levels no higher than those consistent
:ivith licit market demand, and prevents illicit cultivation and pro-

uction.

Section 4402(d) prescribes procedures for congressional review of
the President’s certifications. If, within 30 days of continuous ses-
sion after the certification is received, the Congress.enacts a joint
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resolution disapproving the President’s determination, the 50%
withholding requirement and the re(luirement to vote against fur-
ther multilateral development bank loans shall continue in effect.

Section 4402(e) clarifies what assistance is to be denied in a case
where either the President or the Congress determines that a coun-
try shall not be certified as fullK cooperating. Funds may not be
obligated for U.S. assistance to that country, and funds previously
obligated for U.S. assistance may not be expended. Further, the re-
quirement to vote against further multilateral development bank
loans shall apply regardless of the March 1 date contained in sub-
section (a)2).

Section 4402() specifies procedures for recertifying countries
which have been denied certification. Denial of assistance and
voting against multilateral development bank loans shall continue
until the President makes a certification under subsection (b)(1) (A)
or (B) for a country and the Congress does not enact a joint resolu-
tion of disapproval pursuant to subsection (d), or until the Presi-
dent submits at any other time a certification pursuant to subsec-
tion (bX1)B) (national interest) for a country; in the second case,
this only applies if either the President did not submit a certifica-
tion with respect to that country under subsection (bX1) at the time
of the March 1 report, or if the Congress enacted a joint resolution
under subsection (d) disapproving the President’s certification de-
termination.

Section 4402(g) specifies congressicnal review procedures for re-
certification. Any goint resolution under this subsection shall be
considered in the Senate in accordance with the expedited proce-
dures specified in section 601(b) of the International Security As-
sistance and Arms Export Control Act of 1976; in the House of Rep-
resentatives, a motion to proceed to the consideration of any such
joint resolution shall be treated as highly privileged in the House.

Section 4402(h) specifies that this section applies only during
fiscal years 1992 and 1993.

Section 4402(f) provides a change for fiscal years 1992 and 1993
in the recertification progress. Under current law, for a country de-
certified either by the President or by congressional resolution of
disapproval, a Presidential recertification for that country either
on grounds of full cooperation or on grounds of national interest
requires affirmative congressional action. Under the new proce-
dures, the President could recertify a country on national interest
grounds any time after March 1 without affirmative congressional
action, although the procedures for, recertifying on full cooperative
grounds would still require congressional action. This change was
provided at the request of the executive branch, which asserted
that the recertification procedures in current law resulted in sub-
stantial delays in resuming assistance to Panama after the Decem-
ber 1989 U.S. ection in that country. The committee notes that in
that case, the President transmitted to the Congress a recertifica-
tion based on “full cooperation” for Panama on January 29, 1990
(Executive Communications 2373, Presidential Certification
Number 90-9). Less than two weeks later, on February 7, 1990,
both Houses of Congress had passed legislation to recertify Panama
on the basis of national interest (see House Report 101-401, Part I,
gections 102 and 103). The committee therefore does not find the



128

assertion that recertification procedures in current law delayed the
resumption of assistance to Panama persuasive. Nonetheless, the
committee has provided the requested change in order to eliminate
such assertions in fiscal years 1992 and 1993,

As noted previously, debates about the efficacy of the certifica-
tion process have taken place since its enactmernt. However, the
committee firmly believes that certification serves a useful purpose
in focusing attention on narcotics issues, both withir the Congress
and the executive branch. Although the executive bronch was ve-
hemently opposed to certification in the beginning, over the years
this position has changed. In testimony before the committee in
recent years, executive branch officals have repeatedly statea that
the certification process, while flawed in their Jjudgment, has suc-
ceeded in highlighting to foreign governments the seriousness
whlich the U.S. Government attaches to the issue of narcotics con-
trol.

Therefore, in an effort to accommodate concerns of the executive
branch about the certification process while maintaining the lever-
age grovided by the process, the committee has in this section pro-
vided the President with a waiver of the 509 withholding require-
ment, reduced the congressional review period, given the President
increased flexibility in determining the list of countries which are
subject to certification, and provided a more streamlined method
for recertifying countries in special circumstances.

In addition, in concert with the more multilateral approach the
committee has adopted with respect to the annual INCSR report,
the standard for certifying countries has been changed from “fully
cooYerating" with the United States to one based on meeting the
goals and objective of the 1988 U.N. Convention.

Sectiogrfq ‘éMO.?—-Annual certification procedures after September 30,
1

Section 4402A is essentially the same as section 481(h) of current
law, relating to certification procedures for major drug countries.

Section 4402A(a) requires that 50% of U.S. assistance allocated at
the beginning of each fiscal year for each major illicit drug-produc-
ing or drug-transit country shall be withheld from obligation and
expenditure, except as provided in subsection (b). It further re-
quires the Secretary of the Treasury to direct the U.S. executive
directors to mulitlateral banks to vote, on and after March 1 of
each year, against any loan to or for any major illicit drug-produc-
ing or drug-transit country except as provided in subsection (b).

%ection 4402A(b) sets out certification procedures. Subsection
(bX1) specifies what must be certified. Subject to congressional
review, the assistance withheld and the requirement to vote
against multilateral development bank assistance to a country pur-
suant to subsection (a) shall not apply if the President determines
and certifies to the Congress, at the time of the annual INCSR,
that during the previous year the country has cooperated fully
with the United States, or has taken adequate steps on its own, as
follows: in satisfying mutually agreed-on goals contained in subsec-
tion (bX2); in preventing drugs produced in or transiting such coun-
try from being transported directly or indirectly into the United
States; in preventing and punishing money laundering, and in pre-
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venting and punishing bribery and other forms of corruption which
facilitate production and trafficking, or which discourage the inves-
tigation and prosecution of such acts. For a country that would not
otherwise qualify for certification under these standards, the Presi-
dent may certify a country on the grounds that the vital national
interests of the United States require the provision of assistance to
that country.

Section 4402A(b)(2) requires that bilateral narcotics agreements
entered into between the United States and drug countries contain
efforts to address the following undertakings: the reduction of drug
consumption, production, and trafficking: increase drug interdic-
tion and enforcement; increased drug treatment; an increase in the
elimination of illicit laboratories; an increase in the elimination of
precursor chemical trafficking; increased cooperation with U.S.
drug enforcement officials; and increased participation in extradi-
tion treaties, mutual legal assistance provisions, and other initia-
tives for cooperative drug enforcement.

Section 4402A(bX3) requires that a major illicit drug-producing or.
drug-transit country may not be certified unless it has in place a
bilateral narcotics agreement with the United States or a multilat-
eral agreement which achieves the same objectives.

Section 4402A(b)4) requires that if the President certifies a coun-
try on national interest grounds, he must include in such certifica-
tion a full and complete description of vital national interests
placed at risk if aid is terminated, and a statement weighing this
risk against the risks posed to the United States by the failure of
such country to cooperate fully in antinarcotics efforts. '

Section 4402A(b)(5) states that the President may certify a major
illicit drug-producing or drug-transit country which is also a pro-
ducer of illicit opium only if he determines that such country has
taken steps to prevent significant diversion of its licit cultivation
and production into the illicit market, maintains production and
stockpiles at levels no higher than those consistent with licit
market demand, and prevents illicit cultivation and production.

Section 4402A(c) list the matters which the President must con-
sider in making certification determinations. These include:

(1) has that government achieved the maximum reductions
in illicit production which were determined to be achievable
(in the case of major illicit producing countries, the President
must give this factor foremost consideration in making a deter-
mination on certification);

(2) has that government taken the legal and law enforcement
measures to enforce, to the maximum extent possible, the
elimination of illicit cultivation and trafficking, as evidenced
by seizures of illicit drugs and laboratories and the arrest and
prosecution of violators;

(3) has that government-taken the legal and law enforcement
steps to eliminate, to the maximum extent possible, drug-relat-
ed money laundering, as evidenced by the enactment and en-
forcement of appropriate laws, entering into mutual legal as-
sistance agreements with the U.S,, and otherwise cooperating
with the United States.

(4) has that government taken the legal and law enforcement
steps necessary to eliminate, to the maximum extent possible,:
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drug-related bribery and other forms of public corruption, as
evidenced by the enactment and enforcement of law prohibit-
ing such conduct;

(5 has that Fovernment, as a matter of §overnment policy,
en:i:ouraged or facilitated the production or istribution of illic-
it drugs; :

(6) does any senior official for that government engage in,
gncourage, or facilitate the production or distribution of illicit

rugs;

(7) has that government investifated aggressively all cases
since January 1, 1985 in which U.S, Government drug enforce-
ment officials have been the victim of acts or threats of vio-
lence, inflicted by or with the complicity of that country’s offi-
cials, and energetically sought to bring the perpetrators of
such offenses to justice;

(8) having been requested to do so by the U.S. government,
does that government fail to provide reasonable cooperation to
lawful activities of U.S. drug enforcement agents, including re-
fusing such agents engaged in aerial interdiction to Eursue sus-
pected aerial smugglers a reasonable distance into the airspace
of that country;

(9 has that government made necessary changes in legal
codes in order to enable effective enforcement against narcotics
traffickers, such as new conspiracy and asset seizure laws;

(10) has that government expeditiously processed U.S. extra-
dition requests relating to narcotics trafficking; and

(11) has that government refused to protect or given haven
to any known drug traffickers, and has it expeditiously proc-
essed drug-related extradition requests from other countries,

Section 4402A(d) prescribes procedures for congressional review
of the President’s certifications. If, within 45 days of continuous
session after the certification is received, the Congress enacts a
joint vesolution disapproving the President’s determination, the

- 90% withholding requirement and the requirement to vote against
ﬁ;frther multilateral development bank loans shall continue in
effect.

Section 4402A(e) clarifies what assistance is to be denied in a
case where either the President or the Congress determines that a
country shall not be certified as fully cooperating. Funds may not
be obligated for U.S. assistance to the country, and funds previous-
ly obligated for U.S. assistance may not be extended. Further, the
requirement to vote against further multilateral development bank
loans shall apply regardless of the March 1 date contained in sub-
section (a}2).

Section 4402A(f) specifies procedures for recertifying countries
which have been denied certification. Denial of assistance and
voting against multilateral development bank loans shall continue
until the President makes a certification under subsection (b) for a
country and the Congress does not enact a joint resolution of disap-
proval pursuant to subsection (d), or until the President submits at
any other time a certification pursuant to subsection (b) for a coun-
try and the Congress enacts a joint resolution approving the Presi-
dent’s determination. Any joint resolution under this subsection
‘shall be considered in the Senate in accordance with the exneditad
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procedures specified in section 601(b) of the International Security
Assistance and Arms Export Control Act of 1976; in the House of
Representatives, a motion to proceed to the consideration of any
such joint resolution after it has been reported by the appropriate
committee shall be treated as highly privileged in the House.

With regard to section 4402A(bX5) relating to licit opium produc-
tion, the committee believes that any nation which benefits from
having a large share of the licit opium market in the United States
should fullv cooperate with the U.S. Government in anti-narcotics
strategies and policies. The U.S. Government annually imports mil-
liors of dollars in licit opium from India for the U.S. pharmaceuti-
cal industry. The committee is con 2rned about the fact that in
spite of a worldwide decline in the demand for licit opiuin, India, in
1990, still maintained a 2,000 metric ton stockpile of licit opium.
This stockpile is being maintained despite a U.N. resolution urging
member states to reduce licit opium stockpiles. There is currently
an estimated diversion of between 60-120 metric tons of licit opium
to the illicit market in India. The committee strongly encourages
the Government of India to continue its efforts to reduce its licit
opium stockpile and diversion to the illicit market.

Section 4403—Determining major drug-transit and major illicit
drug producing countries for fiscal years 1992 and 1993

Section 4403(a) requires the President to make a final determina-
tion not later than October 1 of each year, and to notify the appro-
Erinte committees of Congress as to which countries as of that date,

ave been determined to be major drug-transit countries for that
year and which countries have been determined to be major illicit
drug producing countries for that year, for the purposes of this Act.

For fiscal years 1992 and 1993, this section makes inapplicable
gection 481(i)5) of current law and significantly revises section
481(k) of current law concerning the definitions of major drug pro-
ducers and transit countries. The numerical standards for deter-
mining major producing countries contained in section 481(iX5),
and the requirement to establish numerical standards and other
guidelines for major drug transit countries in section 481(k) are
made inapplicable for fiscal year 1992 and 1993. While the execu-
tive branch has been required to develop numerical standards and
other guidelines to determine major drug transit countries since
1988, no standards or guidelines, numerical or other, have ever
been provided to the committee. The executive branch has argued
that strictly quantified measures are too rigid, and that relying
simply on seizure statistics has the effect of “penalizing ” effective
enforcement by resulting in a country being placed on the certifica-
tion list. This argument ignores the fact that the committee, both
in statutory and legislative history language, made it clear that nu-
merical standards were one of a number of guidelines which were
to be used in determining major transit countries. By making inap-
plicable the definitions in section 481(iX5) and the requirement for
numerical standards and other guidelines in section 481(k) for
fiscal years 1992 and 1993, the committee has now provided the ex-
ecutive branch with total flexibility in determining both major pro-
ducer and major transit countries for a two-year trial period. The
committee expects that the executive branch will consult fully with
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the committee in developing a list of major producer and transit
producer countries which accurately reflects changes in interna-
tional narcotics production and trafficking since the original certi-
fication list was submitted in 1987 and has had only one change
(the addition of Guatemala as a major producer in 1990) in the in-
tervening years. The committee expresses this expectation notwith-
standing the legislative history of this provision noted below.

In 1988, the committee, in response to an executive branch re-
quest for flexibility, provided that a preliminary determination of
major drug transit countries be made on October 1, with a final de-
termination to be made on March 1 at the time of certification,
along with an explanation of any changes made in the guidelines
used to determine major transit countries and any changes in the
preliminary October list of such countries. The executive branch
had requested this latitude given the fact that many statistics rele-
vant to such a determination would not be available to make a
final determination as early as October in any given year. The ex-
ecutive branch then requested in 1989 that the “cut-off’ date for
determining major transit countries be October 1, given the 50%
assistance withholding requirements which apply to countries de-
termined to be major transit countries. The committee acceded to
this request with the understanding that the executive branch
would fully consult with the committee in determining the guide-
lines which will be used to determine such countries prior to the
submission of the final list on October 1. No such consultations
were offered, and no guidelines were submitted.

The committee notes that the eligibility of countries for excess
defense articles under section 2302 of this Act for fiscal years 1992
and 1993 is conditioned in part on which countries are determined
to be major drug-transit and major illicit drug producing countries
pursuant to section 4403.

Section 4403A—Determining major drug-transit and major illicit
drug producing countries after September 30, 1993

Section 4402A(a) requires that for each calendar year, the Secre-
tary of State, after consultation with the appropriate committees of
Congress, shall establish numerical standards and other guidelines
for determining which countries will be considered to be major
drug-transit countries under section 7601(eX3XA).

Section 4403A(b) requires the Secretary to make a preliminary
determination not later than September 1 of each year of the nu-
merical standards and other guidelines to be used pursuant to sub-
section (a), and to notify the appropriate committees of the Con-
gress.of those standards and guidelines.

Section 4403A(c) requires the Secretary to make a final determi-
nation not later than October 1 of each year, and to notify the ap-
propriate committees of Congress as to which countries as of that
date, have been determined to be major drug-transit countries for
that year under the numerical standards and other guidelines
which were established, and which countries have been determined
to he major illicit drug producing countries for that year.

This section is the same as section 481(k} of current law.
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CHAPTER 5—MISCELLANEOUS PROVISIONS

Section 4501—Participation in foreign police actions

Section 4501(a) prohibits any U.S. officer or employee from di-
rectly effecting an arrest in any foreign country as part of any for-
eign police action with respect to narcotics control efforts, notwith-
standing any other provision of law. It does permit, with the ap-
proval of the U.S. Chief of Mission, a U.S. officer or employee to be
present at the scene of an arrest and to assist foreign officers who
are effecting an arrest.

Section 4501(b) states that subsection (a) does not prohibit a U.S.
officer or employee from taking direct action to protect life or
safety if exigent circumstances arise which are unanticipated and
which pose an immediate threat to U.S. officers or employees, offi-
cerl?l _or employees of a foreign government, or members of the
public.

Section 4501(c) provides an exemption from the prohibition con-
tained in subsection (a) for maritime law enforcement operations in
the territorial sea of a country,

Section 4501(d) prohibits U.S. officers or employees from interro-
gating or being present during the interrogation of any U.S. person
arrested in any foreign country with respect to narcotics control ef-
forts without the written consent of such person.

Section 4501(e) states that this section shall not apply to the ac-
tivities of the U.S. Armed Forces in carrying out their responsibil-
ities under applicable Status of Forces arrangements.

Section 4501 is virtually identical to section 481(c) of current law,
commonly known as the ‘‘Mansfield amendment,” which was re-
vised by the International Narcotics Control Act of 1989,

The only change from current law is the addition in section
4501(d) of “and archipelagic waters” which permits maritime law
enforcement operations in the archipelagic waters of an archipela-
gic state as well as the territorial waters of a country, with the
agreement of the country. This addition will be necessary to contin-
ue current operations in the Bahamas if it claims a 12 mile territo-
rial sea as expected later this year. .

Section 402—Exemption of narcotics-related assistance from prohibi-
tion on assistance for law enforcement agencies

Section 402(a) states that for fiscal years 1992 and 1993, section
6202 shall not apply with respect to transfers of excess defense arti-
cles under section 2302, foreign military financing assistance that
is provided for narcotics-related purposes, or for international mili-
tary education and training that is provided for narcotics-related
purposes.

Section 402(b) requires that at least 15 days before any excess de-
fense articles are transferred or any funds are obligated for FMF
or IMET under this section, the President shall notify Congress in
accordance with the procedures applicable to reprogramming noti-
fications under section 6304.

This section responds to an executive branch request for a waiver
of the prohibition contained in section 6202 (section 660 of current
law) on providing assistance and training to foreign police forces.
The executive branch requested a permanent waiver of section 660
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of current law, for all economic and military foreign assistance ac-
counts worldwide, for narcotics-related purposes. The committee
has provided such a waiver only for military assistance accounts
(narcotics-related excess defense articles under section 2302, FMF,
and IMET), with prior notice to Congress, for a two-year ‘‘trial
period” through fiscal year 1993.

The committee notes that narcotics control assistance provided
under this title is permanently exempted from the prohibition con-
tained in section 6202. Section 6202 itself also exempts overseas ac-
tivities conducted through the Drug Enforcement Administration.
Section 2901(b) (section 506(a)2) of current law) also contains a per-
manent waiver from this prohibition. The committee has on nu-
merous occasions provided narcotics-related waivers of this provi-
sion (as in section 732 of this bill) for specific purposes, primarily in
Latin America. The committee has therefore agreed to provide a
global waiver of this requirement for the relevant military assist-
ance accounts for a two-year period. In the case of the Andean Ini-
tiative this waiver is provided in explicit recognition of the execu-
tive branch’s recent emphasis on assistance to the police vis-a-vis
assistance to the military. The committee stresses that this waiver
is provided for narcotics-related purposes, and that it will closely
monitor any use of this authority for purposes which extend
beyond those related to narcotics control objectives.

The executive branch provided no compelling rationale for ex-
tending the waiver of the prohibition to development assistance
and ESA (beyond that contained in the administration of justice
program in section 781 of this act), and the committee has there-
fore not provided such a waiver for economic assistance funds.

Section 403—Export-Import Bank financing of antinarcotics-related
sales of defense articles or services '

Section 403 amends section 2(b)6)}B)iv) of the Export-Import
Bank Act of 1945 by striking out “1992” and inserting in lieu
thereof “1994".

This section extends a provision which has been in law since
1988 (section 4703 of the Anti-Drug Abuse Act of 1988, Public Law
100-690). In that Act, an exemption was created from the general
prohibition on Export-Import Bank financing for sales of defense
articles and services to developing countries if those sales were pri-
marily for anti-narcotics purposes. That authority was provided
through fiscal year 1990, and was subsequently extended through
fiscal year 1992 in the International Narcotics Control Act of 1990
(Public Law 101-623). Section 403 extends this authority ‘through
fiscal year 1994,

TrTLE V—SPECIAL ASSISTANCE INITIATIVES AND OTHER REGION OR
CouNTRY SPECIFIC PROVISIONS
Section 501—Special initiatives and provisions
Section 501 creates a new title V of the Foreign Assistance Act

as follows:
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TiTLE V—SPECIAL ASSISTANCE INITIATIVES AND OTHER REGION. OR
CoOUNTRY SPECIFIC PROVISIONS

CHAPTER 1—LONG-TERM DEVELOPMENT ASSISTANCE FOR AFRICA

Section 5101—Development Fund for Africa

Section 5101 restates Chapter 10 of the Foreign Assistance Act
which established the Development Fund for Africa.

Section 5101(a) contains congressional findings concerning: (1)
the impact of drought and famine on the people of sub-Saharan
Africa; (2) the impact of drought and famine, in combination with
other factors, on long-term development in sub-Saharan Africa; (3)
the most cost-effective and efficient way of overcoming Africa’s vul-
nerability to drought and famine.

Section 5101(b) contains the basic authority for the President to
implement this chapter.

ection 5101(cX1) states that the purpose of this assistance shall
be to help the poor majority of men and women in sub-Saharan
Africa participate in a process of long-term development that is eq-
uitable, participatory, environmentally sustainable, and self-reli-

t

ant.

Section 5101(c)2) states that, consistent with the purpose of help-
ing the poor majority, assistance should be provided to promote
economic growth, encourage private sector development, promote
individual initiatives, and reduce the role of central governments
in areas more appropriate for the private sector.

Section 5101(d) states that assistance shall be provided consistent
with the basic objectives and policies expressed in section 1102 of
the Foreign Agsistance Act.

Section 5101(e) addresses the role of private voluntary organiza-
tions (PVOs) under this chapter and their role in facilitating great-
er participation of the poor as follows:

(1) Local level perspectives of the rural and urban poor, in-
cluding women, are to be taken into account during the plan-
ning process for project and program assistance. That perspec-
tive is to be gained through close consultation between the ad-
ministering agency and African and other PVOs with demon-
strated effectiveness in the promotion of local grass roots de-
velopment activities. The committee intends that views and in-
formation emanating from such consultations shall be signifi-
cantly factored into decisions on project and program assist-
ance under this chapter.

(2) PVOs under this chapter are defined to include (in addi-
tion to entities traditionally considered to be private voluntary
organizations) cooperatives, credit unions, trade unions,
women’s groups, nonprofit development research institutions,
and indigenous private and nonprofit development research in-
stitutions, and indigenous private and nonprofit local organiza-

tions.
Section 5101(f) directs that local people are to be consulted and
involved in the implementation of projects with a local focus.
Section 5101(g) directs that the administering agency incorporate
a significant expansion in the participation, including decisionmak-
ing, and integration of African women in each of the critical devel-
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opment sectors as described in subsection (i). Every effort is to be
made to assess gender differences and roles. Annual country assist-
ance plans are expected to address how the participation and inte-
gration of women is to be promoted and assess the extent to which
suchdparticipation and integration exists at the time plans are pre-

ared.
P It is the intention of the committee that the term decisionmak-
ing encompass the identification, planning, design, implementation,
management, monitoring, and evaluation of assisted activities.

Section 5101(h) sets forth the types of assistance. Projects and
programs to address the critical sectoral priorities for long-term de-
velopment described in subsection (i) are to receive primary empha-
sis. Assistance may also be used to promote reform of natjonal eco-
nomic policies affecting long-term development with primary em-
phasis on reforming economic policies which support the critical
sectoral priorities for long-term development. This subsection also
mandates that vulnerable groups and long-term environmental in-
terests be protected from possible negative consequences of econom-
ic policy reforms. The committee intends that assistance for policy
refgrms take into account the need for adjustments should a recur-
rence of drought make it impossible to achieve policy reform goals.

Consistent with the purposes of this chapter assistance may also
be furnished to carry out the provisions of chapter 2 of title I relat-
ing to development assistance.

ection 5101(i) describes five critical sectoral priorities for long-

term development as follows:

(1) Agricultural production and natural resources.—Agricul-
tural production, especially food production, is to be increased
through policy changes, research, and other measures which
can contribute to increased production in ways which protect
and restore the natural resource base. Emphasis shall be given
to increasing equity in rural income distribution and recogniz-
ing the role of small farmers. Gender roles are to be analyzed
to ensure that women are integrated into developmental activi-
lies.

Given the critical role in African growth and development
that indigenous institutions of higher education can play in de-
veloping agriculture and human resources and in furtherance
of this priority, the Administrator is expected to provide sup-
port for strengthening and developing selected African higher
education institutions in order to address the problems of food
production and distribution. In order to create continuing sup-
port for applied agricultural research and education, this sup-
Eort should, to the maximum extent possible, promote linkages

etween agricultural research and extension activities in sub-
Saharan Africa through the involvement of institutions of
higher education, and between African institutions of higher
education and indigenous farmers’ associations. This support
should be provided on a long-term basis in recognition of the
complexity of institution-building efforts and should utilize, in
a collaborative manner, the capabilities and expertise of U.S,
institutions of higher education.

Recognizing the interdependence of economic growth and en-
vironmental concerns, emphasis is to be placed on maintaining
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and restoring the renewable natural resource base primarily in
ways which increase agricultural production. Such emphasis’
shall be on projects which are small scale, low-risk, resource
conserving, affordable, locally adaptable, and which feature
close consultation with local people during the project design
process. Appropriate activities include agroforestry, small-scale
farms and gardens, and other innovative agricultural methods
(including energy and resource-conserving techniques and use
of organic or regenerative methods where feasible); check dams
and terraces and other projects to prevent erosion or protect
watersheds; tree planting for windbreaks, soil stabilization or
firewood; energy conservation and small-scale energy produc-
tion to reduce consumption of firewood and animal wastes oth-
erwise usable as fertilizer; sustained production from indige-
nous plants and animals, especially to conserve rangelands;
and local education and training efforts.

Support is also to be given to strengthen capacities of Afri-
can countries to provide effective support for environmentally
sustainable activities which result in increases in food produc-
tion. Appropriate activities include strengthening such institu-
tions as environmental authorities, soil conservation and for-
estry services, and nongovernmental organizations; providing
- seeds, seedlings, energy-efficient and resource-conserving de-
~ vices, and other needed materials; and creating financial mech-
anisms to furnish credit to small farmers.

Support is to be available for training and education to assist
African countries in improving their capacity to manage their
own environments and natural resources. Appropriate activi-
ties include support for African training and educational insti-
tutions; development of curricula; training and education com-
ponents of projects of the kinds described in clauses (i) and (ii);
training and education programs through national and local
government extension services, nongovernmental organizations
and other appropriate indigenous institutions; establishment of
cooperative arrangements between United States and African
academic institutions; support for natural resource managers
to participate in conferences, courses, seminars and the like;
and training of trainers.

Support is also to be available for low-cost desalination ac-
tivities.

(2) Health and AIDS Prevention.—Appropriate efforts are
called for to improve health conditions, including Acquired
Immune Deficiency Syndrome prevention, with special empha-
sis on self-sustaining primary health care systems that give
priority to preventive health care and in AIDS prevention pro-
grams, on community-based education programs.

(3) Voluntary population planning.—Assistance shall be used
to provide increased access to voluntary family planning serv-
ices, including encouragement of private, community, and local
government initiatives.

(4) Education.—Improving the relevance, equity, and efficien-
cy of education with emphasis on improving primary educa-
tion.
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(5) Income-generating opportunities.—Particular emphasis is
to be placed on those enterprises which relate to processing in-
creased agricultural production and adding to the value of that
production and to production of consumer goods in rural areas.

Section 51013) targets funding levels for natural resources,
health, acquired immune deficiency syndrome (AIDS) prevention,
and voluntary population planning activities. The Administering
Agency should target the equivalent of 10 percent of the amounts
appropriated to carry out the purposes of this chapter for each of
the natural resources, health, and population planning sectors.
Five percent of the amount appropriated should be targeted for the
AIDS prevention programs. Of the funds made available for popu-
lation planning activities, the Africa bureau of AID may obligate
funds (Erectly, or, as necessary, use existing procedures to ‘“buy in”
to the centrally-funded programs for population planning to meet
the 10 percent earmark.

In view of the continuing high rates of population growth in sub-
Saharan Africa, and noting the target for population assistance in
this section, the committee expects the Agency for International
Development (AID) to increase the funding for population assist-
ance from the DFA to an amount equal to 10 percent of the total
funding available for the DFA in fiscal years 1992 and 1993. The
Committee further expects AID to continue to make available cen-
trally funded population programs for sub-Saharan Africa at the
same level at which such programs were funded in fiscal year 1991.
In addition, the committee is concerned by reports of agency reluc-
tance to assign population officers in sub-Saharan Africa and urges
that additional such officers be assigned, with priority given to
countries which have ongoing bilateral U.S. population assistance
programs.

Funds made available for AIDS prevention activities may also be
counted in meeting the 10 percent target for health activities.
Funds provided through international organizations shall not be
counted in meeting the target for AIDS prevention.

Section 5101(k) directs that assistance is to be concentrated in
those countries which will utilize it most effectively in carrying out
the purposes of this act, especially in those countries having the
greatest need, including the Sahelian countries.

Section 5101(1) directs that assistance shall be used to promote
the regional and subregional integration of production structures,
markets and infrastructure.

Section 5101(m) provides that funds may be used to assist coun-
tries in increasing their capacity to participate in donor coordina-
tion mechanisms at the country, regional, and sector levels.

Section 5101(n) sets forth the relationship between the authori-
ties contained in this section and other authorities. Centrally-
funded programs which benefit sub-Saharan Africa shall continue
to be funded under Title I of the Foreign Assistance Act. The com-
mittee does not intend that the establishment of a regional account
should diminish efforts now being made through the central ac-
counts.

The transfer authority in section 6101 shall not be used to trans-
fer funds made available to carry out this section in order to allow
them to be used in carrying out any other provision of this Act.
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The notification requirement in section 6304 is waived with respect
to this section, in order to allow the administering agency greater
flexibility in responding to development needs in Africa. Procure-
ment standards and requirements contained elsewhere in this Act
are also waived. This waiver is provided in order that assistance
authorized by this section be furnished as effectively and expedi-
tiously as possible.

Section 5101(o) expresses the sense of the Congress that there
should be periodic evaluations of the progress in achieving the pur-
poses of this chapter.

The committee fully supports and endorses the Development
Fund for Africa. The establishment of a separate authorization for
sub-Saharan Africa is the product of almost eight years of dialogue
between the Congress and AID. The final product was the compro-
mise between AID and the Congress and assures that development
assistance provided to sub-Saharan Africa will remain equitable,
fully-participatory, environmentally sustainable, and aimed at Afri-
can self-reliance.

The DFA would not have been possible without extensive discus-
sions, consultations, and negotiations with AID. These consulta-
tions have become a regularized part of congressional-AID interac-
tion on assistance to Africa. The committee intends that this proc-
ess should not only be continued, but also expanded to include
onging prior notification to Congress on the expenditure of DFA
funds for major projects or programs which were not anticipated or
projected by AID for any given country.

e record of post-colonial achievements has seen little if any
real improvement in the quality of life of the average African.
Compared to the other regions of the world, sub-Saharan Africa
has shown an economic downward trend and, in most cases, a sus-
tained record of minimal growth. It is clear that the root causes of
Africa’s serious economic and political problems stem from the
widespread poverty which generally characterizes the region.

For most of the period, U.S. development assistance did not or
could not address these problems. Limited by many of the restric-
tions and inflexible conditions of functional accounis under chapter
1 of the Foreign Assistance Act, AID could not support or respond
to economic reform opportunities or obstacles in Africa. Because of
the need for African development assistance to be uniquely tailored
to the specific needs of African countries, the DFA was established.
The unique authority of the DFA allows development assistance to
be provided in an expeditious and efficient, yet targeted, manner.
It allows AID the flexibility and authority to respond to sectoral
priorities in a way consistent with congressional intentions and di-
rectives without corresponding limitations such as earmarks.

Inherent in the structure of the DFA is the implicit understand-
ing that AID will adhere, to the maximum extent practicable, to
the stated concerns and recommendations of Congress with respect
to the development objectives for the African region as a whole and
individual African states. Therefore, in order to preserve this flexi-
bility, the committee has resisted the practice of earmarking funds
from the DFA. :

There remains the necessity of close consultation between the
Congress and AID to address the critical development needs of the
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sub-Saharan region. It is the comrnittee’s intent that these consul-
tations be informal where appropriate, and focus on areas of spe-
cial concern to Congress. These consultations should take place as
often as necessary and, in any event, on a quarterly basis. It is the
committee’s expectation and intent that this process of consulta-
tion will lead to the provision of development assisiance to sub-Sa-
haran Africa in an even more efficacious manner and foster a
greater degree of interactive participation between the Congress
and the executive branch in this important area.

Section 5102—Support for SADCC projects

Section 5102 provides that funds may be used for sector projects
supported by the Southern Africa Development Coordination Con-
ference (SADCC), a regional organization with a membership con-
sisting of Angola, Botswana, Lesotho, Malawi, Namibia, Mozam-
bique, Swaziland, Tanzania, Zambia, and Zimbabwe. This section
also sets forth the purposes for which funds are to be used, includ-
ing transportation, manpower development, agriculture and natu-
ral resources, energy, and industrial development and trade. The
section further provides that to the maximum extent feasible, as-
sistance authorized by this section shall be provided consistent
with the policies and authorities contained in cection 5101.

Section 5103—Authorizations of appropriations for assistance for
the Development Fund for Africa

Section 5103(a) authorizes the appropriation of $1 billion for
fiscal year 1992, and $1.2 billion for fiscal year 1993 for the Devel-
opment Fund for Africa. Subsection 5103(b) expresses the sense of
the Congress that funds appropriated to carry out this chapter be
made available until expended.

CHAPTER 2—MULTILATERAL ASSISTANCE INITIATIVE FOR THE
PHILIPPINES

As a result of the lack of passage of a foreign aid authorization
bill for fiscal years 1990 and 1991, legislation authorizing the Mul-
tilateral Assistance Initiative for the Philippines (MAI) has never
been enacted. Funding for the MAI has proceeded without this au-
thorizing legislation, with almost $320 million appropriated in
fiscal years 1990 and 1991.

It is still important, however, to enact the authorizing provision,
because it authorizes the full $1 billion requested by the Adminis-
tration for this burden-sharing initiative, and because it contains
several reporting requirements that will enable the Congress to do
a better job in assessing the merits of this program in the future.

The Committee notes that the MAI has not met its original fund-
ing targets of providing $2 billion a year for 5 years in additional
resources to the Philippines, $1 billion in assistance from donors,
and $1 billion from the private sector. U.S. contributions of $160
million each year have fallen short of the Administration’s request
of $200 million in fiscal years 1990 and 1991; for fiscal year 1992
the Administration request was $160 million. The committee un-
derstands, however, that the Administration intends to support full
funding of the $1 billion U.S. commitment either by requesting
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higher funding levels for the final two years or by stretching out
the program beyond its original 5 year duration.

The committee reiterates its belief that the basic concept behind
the MAI is that of a quid pro quo. The willingness of the United
States and other donors to provide a significant increase in re-
sources to the Philippines will continue to be contingent on the
demonstration by the Philippine Government of its willingness and
ability to enact fundamental economic reforms. The committee
strongly supports the economic reform agenda which has been laid
out by the MAI Consultative Group and the International Mone-
tary Fund, including reforms in such areas as foreign investment,
oil price deregulation, tariff reform, privatization, exchange rate
devaluation, financial sector reform and tax reform. Recognizing
that various external factors limited the ability of the Philippine
Government to implement its economic reform agenda in 1990, the
committee nevertheless believes that the Government of the Philip-
pines needs to do more to expedite the pace of its economic reform

program.
Section 5201—Findings and statement of policy

Section 5201 sets forth a number of findings regarding the U.S.-
Philippine relationship and expresses the sense of Congress that
the United States should participate with other donors and multi-
lateral institutions in a coordinated economic reform and develop-
ment program in the Philippines, and that such a program re-
quires a multiyear commitment of donor resources and a continued
reform effort and leadership role by the Government of the Philip-
pines in order to ensure continued economic growth in the Philip-
pines and enhanced participation of the Philippine people in the
democratic process.

Section 5202—Assistance

Section 5202(a) authorizes the provision of assistance to promote
the four basic objectives set forth in section 1102 of the Foreign As-
sistance Act and states the following objectives for that assistance:
support for democracy in the Philippines; promotion of sustained
economic growth led by the private sector; improvement of living
conditions for the people of the Philippines; and its connection to
progress made in the development and implementation of econom-
ic, structural, judicial, and administrative reforms.

Section 5202(b) links the provision of assistance under this chap-
ter to progress by the Government of the Philippines in the imple-
mentation of its economie, structural, judicial, and administrative
reform program.

Section 5202(c) provides that this assistance may be used for: (1)
economic, structural, and administrative reforms, and voluntary
debt reduction programs in order to stimulate growth; (2) infra-
structure needed by the private sector; (3) strengthening the pri-
vate sector, including promoting greater participation of the U.S.
private sector in Philippines development; and (4) other programs
as are consisient with the purposes of this chapter.
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Section 5208—Report to Congress

Section 5203(a) requires the President to submit congressional
presentation documents regarding the MAI in conjunction with
future requests for assistance under the MAI program. Section
5203(B) directs the President to submit a report on the accomplish-
ments of the MAI program in fiscal years 1990 and 1991 and on the
objectives of the program in fiscal year 1992. Section 5203(c) re-
quires the President to submit an annual report to the Congress on
progress in carrying out this chapter.

Section 5204—Authorization of appropriations

Section 5204 authorizes $1 billion for the U.S. contribution to the
multilateral assistance initiative for the Philippines, less amounts
appropriated to carry out the purposes of this chapter for fiscal
years 1990 and 1991, of which not more than $160 million may be
appropriated for fiscal year 1992, and such sums as necessary may
be appropriated for fiscal year 1993.

Section 5205—Appropriations in future years

Section 5205 expresses the sense of Congress that before request-
ing additional appropriations for the MAI, the President should
take into account the progress being made by the Philippines
toward achieving the reform objectives of this chapter, the extent
of financial and other participation of other bilateral donors and
multilateral financial institutions, and efforts to coordinate the
multilateral assistance program for which MAI funds are provided.
Such considerations will be primary factors in decisions by the
Congress to provide additional appropriations for the MAI

Section 5206—Donor coordination

Section 5206 expresses the sense of Congress that coordination
among all the donors to the MAI and the Government of the Phil-
ippines will be critical to the success of the program. All bilateral
donors to the MAI should take steps to simplify procurement and
disbursement procedures, and the Government of the Philippines
should establish internal procedures to ensure effective use of the
resources received under the MAL

Section 5207—Administrative authorities

Section 5207 provides that, except to the extent inconsistent with
this chapter, assistance under this chapter shall be considered to be
economic assistance under title I of this Act.

CHAPTER 3—-CARIBBEAN REGIONAL DEVELOPMENT

Section 5801—Short title

Section 5301 provides that this chapter may be cited as the “Car-
ibbean Regional Development Act of 1991.”
Section 5302—United States policies

Section 5302 sets forth policies for U.S. economic assistance to
the Caribbean.
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Section 5808—Priority areas for assistance

Section 5303 provides that priority in the allocation of economic
assistance for the Caribbean should be given to: increased food pro-
duction; rural development; community-based agro-industries; fi-
nancial resources for small- and medium-sized farm and manufac-
turing enterprises; expansions of tourism; regional integration; up-
grading technical and managerial skills; protecting the natural re-
source base; private sector development; democratic development
and the administration of justice; and access to human services and
assistance for human resources development.

The committee wishes to note the following with respect to sever-
al of these priorities.

(1) Increased food production. Support for the coordination of
agricultural research under paragraph (1XB) should include re-
search designed to improve crop yields and quality, to increase
the availability of locally produced livestock and livestock feed,
to develop new products, and to identify, multiply, and distrib-
ute local seed material to farmers for crop production. The
committee supports the implementation of the Regional Food
and Nutrition Strategy approved by the member governments
of the Caribbean Community in 1983. v

(2) Community-based agro-industries. Implementation of this
objective should include support for the programs of the Carib-
bean Food Corporation, for the development and introduction
of production technology appropriate for such industries, for
programs that ensurz the availability of credit to such indus-
tries, and for the provision of the necessary training for the
management and production personnel required by such indus-
tries.

(3) Regional integration. The committee believes that region-
al economic integration will help establish the basis for the
long-term competitiveness of the Caribbean in the internation-
al market. Regional economic integration should be supported
by helping to increase the capacity of regional organizations to
support development. It is the intent of the committee that
support for efforts to strengthen the regional commercial and
developmental infrastructure called for by subparagraph (6XB)
should include the replenishment of the Multilatera! Clearing
Facility of the Caribbean Community and support for the de-
velopment of food marketing infrastructure through the Carib-
bean Food Corporation.

(4) Upgrading technical and managerial skills. Efforts to
achieve this objective can be carried out through the increased
utilization of local personnel, knowledge, technologies, and ex-
pertise in all development-related activities; through support
for training in appropriate technical fields, including adminis-
tration, finance, marketing, science, technology, environmental
protection, and tourism, and through support for increasing
the capacity of Caribbean institutions to provide training in
these fields.

(5) Natural resource base. It is the intent of the committee
that assistance under this paragraph should include support
for the following: (1) programs that place an emphasis on
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small-scale, affordable, resource-conservin , local activities in
such areas as sustainable agriculture, fisheries, and agrofor-
estry, and that utilize appropriate technologies such as organic
fertilizer, terracing, contour cultivation, and tree lanting; (2)
the development of new and renewable sources ofp energy (in-
cluding biogas, wind, solar, and geothermal resources) and for
improvements in energy efficiency; (3) programs focusing on
expanding the development and use of local plants in preventa-
tive and curative medicine; (4) the establishment o wildlife
preserves and other protected areas; (5) developing environ-
mental curricula for use in the formal education s stem and
materials for public education campaigns; (6) Caribbean insti-
tutions (such as the Caribbean Conservation Association, the
Faculty of Agriculture of the University of the West Indies, the
Eastern Caribbean Center of the University of the Virgin Is-
lands, and the University of Puerto Rico) to make available
technical and material resources needed to implement the
above programs; and (7) conferences that enable farmers, work-
ers, scientists, policymakers, and others to meet with their re-
gional and international counterparts to discuss and develop
expertise in environmental issues.

Section 5304— Protection of workers rights

Section 5304 provides that, in considering whether and how
much assistance to provide to the government of a Caribbean coun-
try, the President shall take into account that government’s per-
formance in extending, protecting, and enforcing internationally
recognized worker rights.

Section 5305—Protection of public health

Section 5305 provides that the Agency for International Develop-
ment should not provide assistance for the use of any chemical or’
other substance in a Caribbean country if use of the substance is
not permitted under the laws of that country or would not be per-
mitted under U.S. laws.

Section 5306—Support for women’s role in development

Section 5306 provides that, in providing assistance to the Carib-
bean, the Agency for International Development should emphasize
the active participation of women in the development process.

Section 5307—Consultation

Section 5307 provides that, in implementing its assistance poli-
cies, programs, and projects in the Caribbean, the Agency for Inter-
national Development should take into account the perspectives of
the rural and urban poor through consultation with Caribbean or-
ganizations that work with the poor and that have a demonstrated
commitment to grassroots development.

The committee wishes to emphasize the importance of consulting
with the intended beneficiaries of United States economic assist-~
ance in the elaboration and implementation of development poli-
cies, programs, and projects. The committee believes that the
Agency for International Development should monitor socioeco-
nomic conditions in the Caribbean and the effect of U.S. economic
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assistance programs on those conditions. The committee intends to
request periodic reports from the Agency on the effectiveness of
the programs conducted under this chapter in furthering the poli-
cies set forth in section 5302 and in carrying out the priorities of
section 5303, on the nature and results of the consultations under-
taken under section 5307, and on the results of the Agency’s moni-
toring efforts.

Section 5308—Definition of Caribbean
Section 5308 provides a definition of the Caribbean.

CHAPTER 4——ENTERPRISE FOR THE AMERICAS INITIATIVE

Chapter 4 authorizes the Enterprise for the Americas Initiative,
a program proposed by the President in June 1990 and designed to
encourage and support improvement in the lives of the people of
Latin America and the Caribbean through market-oriented reforms
and economic growth with interrelated actions to promote debt re-
duction, investment reforms, and community-based conservation
and sustainable use of the environment.

Section 5401—Establishment of Enterprise for the Americas Facility

Section 5401 establishes within the Treasury Department the
“Facility” for the Enterprise for the Americas. The Facility is the
structure set up within the Treasury Department to administer
debt reduction operations.

Section 5402—Purpose of Initiative and the Facility

Section 5402 sets the purpose of the Enterprise for the Americas
Initiative (EAI) to support market-oriented reform and economic
growth through inter-related actions to promote debt reduction, in-
vestment reforms and community-based conservation and sustain-
able use of the environment. These objectives will be supported
through debt-reduction operations which provide environmental
protection resources for countries which meet the eligibility crite-
ria. Assistance through the Facility should supplement existing re-
gional U.S. foreign assistance efforts.

Section 5403—Eligibility for benefits under the Facility

Section 5403 establishes four basic criteria which Latin American
or Caribbean countries must meet in order to qualify for debt re-
duction benefits. It leaves discretion to the President to make the
eligibility determination. Countries must have in effect, or be
making progress toward: an IMF standby, or related equivalent
agreement; a World Bank structural adjustment, or IDA loan;
major investment reforms; and an agreement with commercial
bank lenders on a financing program including debt or debt service
reduction.

Some flexibility has been added to the original Administration
formulation of these requirements in order to allow for individual
country circumstances in determining qualification for benefits
under the Facility.

The committee is concerned that the imposition of World Bank
and IMF structural adjustment programs, proposed by the execu-
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tive branch as eligibility requirements for debt reduction benefits,
can have serious adverse impacts on the poor and on the environ-
ment. Stringent structural adjustment programs can run the risk
of undercutting the social and environmental benefits of debt re-
duction. Consequently, this section provides important flexibility,
stating that World Bank and IMF eligibility requirements need
only be met where “appropriate.” These requirements should be
deemed inappropriate where evidence exists that a proposed World
Bank or IMF adjustment program has significant adverse social or
environmental impacts.

This section also gives the President *he authority to waive IMF
and World Bank eligibility requirements if the President deter-
mines, after consultation with the Environment for the Americas
Board, that such programs could be reasonably expected to have
significant adverse social or environmental effects. Assessment of
adverse social or environmental effects may, at the discretion of
the President, be delegated to the Environment for the Americas
Board pursuant to an executive order.

In addition, the committee has provided the President with the
flexibility to determine if an IMF program is necessary. The lan-
guage states that a country may have “in exceptional circum-
stances, a Fund monitored program or its equivalent.” A program
shall be deemed equivalent within the meaning of subsection
(al2XA) if the country seeking eligibility is taking concrete steps
and making progress to reform its economy, consgistent with the ob-
jectives of an IMF agreement.

Section 5404—Reduction of certain debt

Section 5404 authorizes debt reduction for bilateral foreign aid
debt owed to the U.S. Government as of January 1, 1990 to such
extent as is approved in advance in appropriation Acts; The section
describes the circumstances for the exchange of the old debt obliga-
tions for the new, and the corresponding adjustment in AID's ac-
counts.

This section authorizes $242.3 million for fiscal year 1992 and
$224.6 million for fiscal year 1993. Funds authorized by this section
shall not be considered assistance for purposes of any provision of
law limiting assistance to a country.

The President should, through the debt reduction authorized by
this section and through consultation with other governments and
with international organizations holding the debt of such country,
seek to reduce the country’s actual debt service burden to a level
consistent with the country’s ability to invest in its own develop-
ment. The committee believes that a reduction in debt service pay-
ments is an important element in successfully dealing with the
debt problem of certain countries in the hemisphere. The commit-
tee did not include specific language in the bill requiring the Presi-
dent to consider reducing the debt service burden of eligible coun-
tries, because the committee received a commitment from the ad-
ministration that it intends to consider debt service reduction on a
case-bv-case basis.
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Section 5405—Repayment of principal

Section 5405 directs that principal shall be paid in US dollars,
and deposited in U.S. Government accounts.

Section 5406—Interest on new obligations

Section 5406 provides that the restructured debt will bear a
concessional interest rate. It requires that an Environmental
Framework Agreement between the United States and the benefici-
ary country be negotiated before interest payments may be made
in local currencies. The local currencies are the property of the
beneficiary country until they are disbursed to local administering
bodies established pursuant to an Environmental Framework
Agreement. In the absence of a Framework Agreement, interest
must be repaid in dollars, and may not be retroactively applied to
the Environmentel Fund. This provision serves as an incentive for
early conclusion of an Environmental Framework Agreement in
order to avoid hard currency interest payments, and to assure any
interest payments are credited to the Environmental Fund.

Section 5407—Establishment of, deposits into, and disbursements
from the Environment Fund

Section 5407 requires each beneficiary country that enters into
an Environmental Framework Agreement to establish an Environ-
mental Fund to receive payments in local currencies. A country
may still be eligible for benefits under the Facility even if it does
not sign an Environmental Framework Agreement. However, those
countries would still be required to pay interest on their debts in
U.S. dollars. Local currency payments are not to be considered as
assistance for the purpose of laws which limit aid to a country. De-
posits made into the Environmental Fund may be investe?,, and
any return on the investn:ent may be retained by the Environment
Fund. The administering body mafy make grants from either the
principal deposited in the Fund or from accrued interest only in ac-
cordance with an Environmental Framework Agreement between
the United States and an eligible county.

Section 5408—FEnvironmental Framework Agreement

Section 5408 authorizes the Secretary of State to negotiate an
Environmental Framework Agreement with eligible countries, and
requires consultation with the Enterprise for the Americas Board
(created in section 303).

It sets forth six guidelines to be included in an Environmental
Framework Agreement, including the establishment of an Environ-
mental Fund; interest payments to the Fund; prompt disburse-
ments; maintenance of the value of local currencies; uses of the
Fund; and enforcement.

This section requires that funds disbursed from the Environmen-
tal Fund be administered by a body legally constituted under the
laws of the beneficiary country and sets forth specifications for the
body. The body is to be comprised of a limited number of represent-
atives nominated by the U.S. Government and the host govern-
ment (one or more from each), and a majority from local NGO's, as
well as from the scientific and academic communities. The duties
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of the body shall include: receiving and making grants in accord
with the Framework Agreements; program management and grant
oversight; submitting an annual program for review by Environ-
ment for the Americas Board; submitting an annual report of activities
to the America’s Board Chairman, and host country government,
Grants over $100,000 are subject to veto by either government.

Administrative costs of the local administering bodies, in the ca-

acities described above, can be drawn from the Environmental

und. Part of the annual program to be submitted to the Board
should include a reasonable administrative budget.

In order to ensure that conflicts of interest do not arise, it is ex-
pected that representatives on the administering body shall recuse
themselves on votes relating to any projects in which they have a
financial interest.

This section states that eligible activities are those which link
conservation and sustainable use of natural resources with local
community development. The committee believes that the linkages
between environmental protection, sustainable use of resources,
and local community development is crucial. Without such linkage
to development on the loca! level, long term environmental protec-
tion will prove difficult. The committee recognizes, however, that
some worthy environmental activities may not have a direct link to
local community development. Such activities, including those
listed in the Global Environmental Protection Act (Public Law 101-
240), would greatly contribute to the overall improvement of a
country’s environmental situation and would be considered eligible
under this section. These activities include restoration, protection,
or sustainable use of oceans, atmosphere, plant and animal species,
parks and reserves, support for local conservation programs, train-
ing, public awareness, institutional support, land and ecosystem
management, and regenerative approaches to farming, forestry,
fishing, and watershed management.

Grants may only be made to: beneficiary country NGOs (environ-
mental, conservation, development, and indigenous peoples’ organi-
zations); local or regional entities; and, in rare cases, to the benefi-
ciary countries. The latter category takes into account that there
may be new or small NGOs which have limited capacities in the
initial stages. As the local NGO capacities develop, it is expected
that grants to host country governments will not be necessary. A
key objective of the legislation is to promote local institution build-
ing at the grass roots level.

Section 5409—Environment for the Americas Board

Section 5409 establishes the Environment for the Americas
Board, composed of 9 members appointed by the President (5 repre-
sentatives of U.S. Government agencies; and 4 representatives of
organizations, scientific and academic organizations), and which is
to be chaired by a representative from a U.S, Government agency.
It is expected that Treasury, State, USDA, AID and the Inter-
American Development Foundation will be represented on the
Board. The responsibilities of the Board, which are advisory, review
and non-management in nature, are to:

(1) advise the Secretary of State on negotiations of a Frame-
work Agreement:
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(2) ensure, in close consultation with the government of the
beneficiary country and in-country and regional NGOs and sci-
entific and academic leaders, that a suitable local environmen-
tal body is identified for each country;

(3) review programs, operations, and fiscal audits of the local
environmental body.

This section allows the members of the Environment for the
Americas Board, who may not agree with the manner in which the
Initiative has been implemented, to express their concerns in the
report to the Congress. It is the committee’s intention that the
membership of the: Environment for the Americas Board include,
at all times, both a tepresentative of a field oriented environmental
ﬁ% and a representative of a policy oriented environmental

Section 5410—Encouraging multilateral debt donations

Section 5410 encourages the President to actively encourage both
official and private creditors to also reduce debt owed to them by
these countries.

Section 5411—Annual report to and consultation with Congress

Section 5411 requires an annual report to Congress on the Facili-
ty’s operation.

CHAPTER 65-—OTHER REGION AND COUNTRY SPECIFIC PROVISIONS

Section 5501—United States policy regarding the Eastern Mediterra-
ne