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DEPARTMENT OF STATE

RESPONSIBILITIES OF THE DEPARTMENT UNDER PUBLIC LAW 480

The Department of Stete is responsibile for activities under

the Agricultural Trade Development and Assistance Act of 1954

(7 U.S.C. 1691) as follows:

1.

Coordinating all functions under the act with United
States foreign policy, as such policy relates to the
sald functions.

Coordinating, through the chiefs of United States diplo-
matic missions, the activities of all United States Gov-
ernment personnel administering functions under the act
in the countries to which diplomatic missions are as-
signed.

Negotiating and entering into agreements with foreign
governments.,

Sharing with the Department of Defense the responsibil-
ity for the use, pursuant to section 104(¢) of the act,
of foreign currencies to procure military equipment, ma-

~terlals, facilities, and services for the common defense.

Using foreign currencies, pursuant to section 104(d) of
the act, for financing the purchase of goods or services
for other friendly nations.

Sharing with the Export- Import Bank of Washington the re-

.sponsibility for the use of foreign currencies, pursuant

to section 104(e) of the act, for promoting balanced

. economic development and.tradeamong nations.

10.

Using foreign currencies, pursuant to section 104(f) of
the act, for United States obligations abroad whlch the
Department is authorized to pay.

Administering foreign currencies used under section
104(f) of the act for the payment of expenses of con-
gressional travel abroad.

Using foreign currencies, pursuant to section 104(g) of
the act, for loans to promote multilateral trade and
economic development.

Using foreign currencies, pursuant to section 104(h) of
the act, for the financing of certain international
educatlional exchange activities.

9
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11.
12.
13.

1k,

15.

Using foreign currencies, pursuant to section 104(j) of
the act, to provide a331stance to American-sponsored’
schools abroad.

Using foreign currencies, pursuant to section 104(k) of
the act, to promote and support programs of cultural and
economic development.

Using forelgn currencies, pursuant to section 104(1) of
the act, for the acquisition of sites and buildings and&
grounds abroad for United States Government use. .

Using foreign currencies, pursuant to section 104(0) of

the act, to assist in the expansion or operation in for-
eign countrles of established schools, colleges, or uni-
versities founded or sponsored by citlzens of the United
States.,

Using foreign currencies, pursuant to section 104(p) of

the act, for supporting workshops in American studies or
American educational techniques and supporting chairs in
American studies.

A draft Executive order proposed by the Bureau of the Budget

on January 26, 1960, would assign the function of assistance to

meet emergency relief requirements, other than those for surplus

food, as authorized under section 104%(g) of the act, to the De-

partment of State. The proposed order would also assign to State

a shared responsibility with United Sfates'Information Agency

(USIA) for preparing, distributing, and exhibiting audio-visual

informétional and educational materials abroad as authorized un-

der section 104(r).

When responsibility for currency uses under éection 104(o)

was delegated to the Department of State on June 25, 1959, that

section also included the purpose authorized in section 104(p).

Public Law 86-341, approved September 21, 1959 (73 Sfat. 606) ,

separated section 104(o) into sections 104(o) and 104(p).
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Under the proposed Executive order, the Department of State

would be responsible for currency uses under both sections.
ORGANTIZATIONAL COMPONENT PERFORMING
PUBLIC_LAW 480 FUNCTIONS -

The regular organization of the Department performs or su-

pervisés the work for which the Department is responsible under
Public Law 480. An organizational chart i1s included in appen=!
dix C, page 483.

Organizational components of the Department with principal
advisory, review, or dperating'résponsibilities in .connection
with Public Law 480 programs afe thosé under the supef?ision of
the Legal Adviser, the Special Assistant for the Coordiﬁation of
International Educational and Cultural Relations, and the As-
slstant Secretaries for Economic Affairs, Inter-American Affairs,
European Affailrs, Far Eastern Affairs, Near Eastern and Soﬁth
Asian Affairs; African Affairs, and Administration,

The Legal Adviser provides counsel and service in legallmat—
ters, including the clearance of agreements and negotiating in-
structions for title I sales'programs and uses of fofeigh cur-
rency.

ﬂ'Each regional bureau, under the direction of an ASsistant
Secretar& of State, 1s responsible for the general conduct of.
foreign relations with the countries within its area as they re-
1ate_to_political; securlity, economic, public affalrs, social, |
consular, administrative, and other policies and practices, in-

cluding Public Law 480 programs.
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The Department of State, as coordinator of the Mutual Secu-
rity Program, issues pdlicy guidelines for the_development of
Mutual Security country programs. These guidelines supplement
the policy reports of the National Security Coﬁncil and the Op-
erations Coordinating Board and take into considerati@n the avail-
ability.of other non-Mutual Security Program resoﬁrCes, such as
prograﬁs involving the disposal of agricultural surpluses, to
help in achieving United StateS'objectiveé. The Under Secretary
of State is.responsible.for (a) supervising and directing the
-various forﬁs of assistance authorized by the Mutual Security
Act of 1954, (b) ensuring that the assistance authorized by the
Mutual Security Act of 1954 serves the foreign policies of the
United States, and (c) directing Interﬁational Cooperation Ad-
ministration (ICA) and coordinating the functions of the ICA with
‘the other affairs of the Deﬁartmént of State.

On July 30, l956,_the Under Secretary of State delegated to
the Assistant Secretary for Economic Affairs authority to clear.
all title I sales agreements and negotiating instructions -except
thogse in excess of $10 million in value. As to agreements in
excess of $10 million, the substance of the agreements and the
negotiating instructions were to have/the final clearance of the
Secretary or the Under Secretary. On November'l8, 1957, the Un-
der Secretary of State delegated to the Deputy Under Secreﬁary
‘for Economic Affairs the authority for final clearaﬁée of the
substance of agreements and negotiating instructions fof programs

which exceed $10 million in value. He authorized the Deputy
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Under Secretary for Economic Affairs to delegate the approval of
such. programs to the Assistant Secretary for Economic Affairs
and the.Deputy Assistant Secretary for Economic Affairs whenever
he (the Deputy Under Secretary for Economic Affairs) deemed it
appropriate. On January 6, 1958, the Deputy Under Secretary for
Economic Affairs delegated authority to anprove such programs to
the‘ASsistant Secretary for Economic_Affairs and, 1n hls absence,
to the Acting Assistant Secretary.

On January 4, 1956, the Secretary of State delegated the

uthority to review and to sign title I agreements, or to author-
ize thelr signature by chiefs of missions, to the Deputy Under
Secretary of State for Econoﬁic Affairs, the Deputy Assistant:ﬁ
Secretary of State for Economic Affairs, and ‘the Assistant Secre-
tarles for the regional bureaus.

Prior to July 1, 1958, the Deputy Under Secretary of State
for Econonic Affairs assisted the Secretary and Under Secretary
iJlthedevelopment ahd coordination of the basic economic and mu-
tual security aspects of over-all United States foreign policy.
These functions were transferred on July l, 1958 to the new
position of Under Secretary of State. for Economic Affairs, which
was abolished recently. Effective June 12, 1959, the Under SecQ
retary ofiState, in addition to being the principal assistant to
the Secretary of State foryall.aspects of the conduct of United
States foreign relations, was made responsible for the coordina-
tion of the Mutual Security Program and for the direction and.

control of the International Cooperation Administration.
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The Bureau of Economle Affairs formulates policy, in con-
sultation with other bufeaus as required, and takes appropriate
action with respect to foreign economic affairs which have' a
mﬁltilateral effect or require multilateral action, including
Public Law 480 programs. The Bureau is under the supervision of
the Aseistant Secretary for Economic Affairs who alSofrepresents
the Department on the Interagency Committee om Agficultural Suf-
plus Disposal (the Francis Committee)

The Bureau of Economic Affairs consists of the Office of In-
teﬁhational Resources, the Office of International Financial and
Development Affairs, the Office of International Trade, and the
Office of Transport and Communications. The Commodities Divi- i
‘Sion, Office of International Resources, di5charges the Bureau's
major responeibilities with respect to the coordination.and clear-~
ance, within the Department, of PubliorLaw 480 programs and the
related instructions and agreements. The Assistant Chief, Com-
modities Division, 1s the Department of State representative on
the Interagency Staff Committee'on Agricultural Surplus Disposal
(1s6). |

The Secretary of State has granted authority for the ap-
'propriate Assistant Secretary’(Inter,American Affairs, Eufopean
Affairs, Far Eastern Affairs, Near Eastern and South Aslan Af-
fairs, or African Affairs) or the chief of missiom to sign ex-
ecutive agreements with foreign govefnments for the establish-
ment of -.educational exchange programs. These agreements,

~ however, must receive prior approval by the Legal Adviser, the
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Bureau of International Cultural Relations, the Bureau of Eco-
nomic Affairs, the Bureau of Administration, and the Assistant
Secretary for the geographic area concerned.

The Bureau of International Cultural Relaﬁions, under the
direction of the Special Assistant to the Secretary for the Co-
ordination of International Educational and Cultural Relatilons,
performs the Department's responsibilitles with respect to the
educational exchange programs, including programs for the use of
foreign currencies under section 104%(h), 53), (k), and (p) of
Public Law 480, The'Internationél Educational Excﬁange Service,
Bureau of International Cultural Relations; plans and conducts
Department of State programs for the use of foreign currencieg
under these sections. Prior to Jume 1, 1959, the Internatiénal
Educational Exchange Service was inftne Bureau of/Public Affairs,

The Under Secretary of State has éranted authority to the
Special Assistant fof-the Coordination of International Educa-
tional and Cultural Relations for the initiation, modification,
and extension of educational exchange agreements to utilize for-
eign currency under section 10%(h) of Public Law 480, subject to
concurrence of the apﬁropriate ?egional'bureaus, the Legal Ad-
viser, and the Bureau of Administration. ‘ |

The Secretary of State has authorize@ the SpeCial Assistant
for the Coordination of International Eduéatiopal and Cultural
Relationsland the Director, International Educatlional Exchange
Service,'to sign letters of working agreement with other Govefn-
ment agencies concerning the details of projects under the Educa-

tional Exchange Program.
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The Director, International Educational Exchange Service, -
has been authorized by the Secretary of State to prescribe regu-
lations for, and to negotiate, review, authorize or approve or
disapprove,annual budgets of United States foundations or com-
missions established under Public Law 584, Seventy-ninth Congress
(50 U.8.C. app. 1641(b)).

~The Bureau of Administration is one of the organizational:
components of the Department with prinecipal advisory, feview,
and operating responsibilities in connection with Public Law 480
programs, both in the Department and in the field. The Bureau. |
provideslcounsel and services in budgetary programing and manage-.
ment matters, including the clearance of agfeements and negoti-
ating instructions pertaining to the utilization of foreign cur-
rencies for educational exchange. The Office of Budget, the’Of-
fice of: Finance, and the Management Staff are the principal of-
fices in the Bureau of Administration involved in Public Law 480
programs. The Office of Budget coordinates planning for effec-
tive programing of foreign currencies, participates in program
determinations, reviews budgetary requests and apportionment
Vproposals, effects allotment authorizations for United States
uses, and controls budget.execution of forelgn currency uses.
The Office of Finance maintains accounts and issues fiscal re-
~ports on the status of foreign currency programs. The Manage-
.ment Staff ooordinates the Department}s reactions to the pro-
posed uses of foreign currencies by other agenciles. (All uses

of currencies are subject to the responsibilities of the
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Secretary of State with regard to the foreign policy of the
United States as such policy relates to the saild programs.)

The qhiefs of United States diplomatic missioné are respon-
-sible for coordination, general direction, aﬁd ieadership in all
matters under Public Law 480 in the countries to which théy are
assigned, in order to assure .that the United States foreign pol-
icy objectives are properly met, that the activities of the field
representatives of all agencles connected with Public Law 480 are
effectively coordinated, and that friendly relations with the

foreign governments are not impaired.
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ACTIVITTES AND PROCEDURES OF THE DEPARTMENT
IN TITLE T SALES :

The principal activities and procedures of the Department of
State in the salé of'surplus agricultural commodities under ti-

tle I of Public Law 480 are outlined below.

Chief of diplomatic mission
coordinates field study of programs

The field coordination mechanism for Public Law 480 is the
same as for the Mutual Security Program, with joint consideration
bycfield'representatives of the agencies concerned, under the
leadership of the chief of the United States diplomatic mission.
See joint State-ICA-USDA message of May 8, 1956, to American
Diplomatié Missions, appendix P, page 603.

A fequest for a title I sales program is consideréd in‘the
field mission by a country team which usually includes represent-
atives of the Department of Sﬁate, the Department of Agriculture,
and- the International Cooperation Administration. The division
of.dutieg among the field representatives considering sales pro-
grams varles from post to post depending on the types of person-
nel available, the program under considegatibn, and other local
factors.

The country team assembles information on the needs of the
=_¢ountry, the trade and development of the couﬁtry, the usual mar-
ketings, the uses that can be made of the local currency, other
: United States ﬁrograms in the counfry, the United States foreign
pOlicy, and any other matter that seems to afféct substantially

thé value of the proposed title I sales program. The
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recommendations of the country team, together with supporting in-
formation, are dispatched to the Department of State.

The Department assists
in the preparation of a sales program

The recommendations of the country team, together with sﬁp—
porting information, are distributed to the interested areas in
thekDépartment of State, inciuding ICA, and to the Department of
Agriculture, the Bufeau of the Budget, and'other'interested agen-
cies for information, review, and coordination. The Department
of Agriculturé‘has the primary'responsibility‘for preparing and
coordinating the program, the negotiating instructions, and the
sales agreement. ;

The Department of State, through its ISC representative,‘
area officers, international educatidnal}exchange cfficers, field
missions, and other interested officlals, assists the Foreign
Agricultural.Servicé, Department of Agriculture, in preparing the
sales program. It furnishes iﬁformation on United States foreign
policy, political and economic conditions in the country con-
cerned, and the estimated use 6f foreign currency for interna-
tional educational exchange activities and assistance to
American—spoﬁsored schools. |

The'Department of Agriculture provides member agencles of
ISC with copies'of the draft of the progra@, negotiating instruc-
tions, and sales’égreement, for review and clearance prior to the

ISC ﬁeeting.
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Bureau of Fconomic Affairs ccoordinates
and clears a proposed sales program

The coordination and clearance of a proposed title I program
within the Departméent of State is the responsibility of the Bu-
reau of Economic Affairs which is under the.direction of the As-
sistant Secretary for Economic Affairs. The Commodities Division,
Office of International Resources, does most of this work. The
Assistant Chief, Commodities Division, who is also the Depart-.
mént's representative on the ISC, coordinates and clears the pro-
posed program with the Officé 6f International Resources, the Of- _
fice of International.Financial and Development Affairs, and
other interested units of the Bureau of Economic Affairs. He
also obtains clearance from other offices:withiﬁ the Department.
The 6ther offices primarily concerned with thé review and clear-
ance of the major aspects of a proposed title T program are the
regional bureaus (geographical areas), the International Educa-
tional Exchange Service, and the office of the Legal Adviser.
Coordination and clearance are effected through conferehces, tel~

ephone conversations, and exchange of copies of communications.

How the Department's position
on a sales program is determined

The Department of State pbsition on a proposed sales pro-
gram is determined by its ISC representétive on the basis of the
results of reviews of the program by the offices in the Dépért-
ment which have responsibility for certain aspecfélof the pro-
gram or for foreign relations with the country concerned. .In ap-

propriate cases “he decisions are made or approved by the

252



Director of the Office of International Resources, the Assistant
Secretary for Economic-Affairs, or the Under Secretary. Two of
the most'significant reviews are made by the regional bureau con-
cerned and the 0ffice of International Financial and Development
Affairs, Bureau of Economic Affairs. These reviews are explained

in detail below.

Review and clearance of a proposed
program by regional bureau

The regional burean which is responsible for relations with
the country concerned revieWS e proposed program to determine
whether it will help.in achieving United States foreign policy
objectives in the countrles under the jurisdiction‘of tne bureau,
In reviewing the program, the regionallbureau is governed by the
United States foreign policy for the particular country as estab-
1ished by the National Security Council., The review generally
takes into consideration the following:

1. The needs of the particular country.

2. The usual marketings of the conntry and the possible ef

fect on the program or markets of other countries under

the bureau's jurisdiction. -

3. The economy of the country and the ability of the coun-
try to buy the commodities. .

"I, The political aspects of thevprogram.

5. The terms of the sales program and the types and gquanti-
tles of the commodities to be sold.

6. The proposed uses to be made of the foreign currency re-
© sulting from the sals.

The regional bureau generally coordinates with the ICA re-
gional desk officers and the Department of Agriculture, if
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necessary, on the proposed sales program and with the Department
of Commerce, the Export-Import Bank, and the Bureau of the'Budget
on the proposed forelgn currency uses.

j Clearance of a program is generally given by the officer in
charge'of economic affairs for the country involved, but matters
requiring decisions by higher authority are referred to the di~
rector of the office or to the Assistant Secretary who has re-
Sponsibility for the tureau.

The reglional bureau consults with the Bureau of Economic Af-
falrs in establishing the position on a proposed program and some-

times. assists the Department's representative on ISC in present-

ing the Depertment position at the ISC meeting.

Review and clearance of program
- by Office of International Financial
and Development Affairs

The Economic Development Division, Office of International
Financial and Development Affaire, Bureau of Economic Affeirs,
reviews and clears proposed title I programs. This division 1s
governed principally by the general economic policy established
by the Under Secretary. In the review of a prdgrem the division
is interested principally in the proposed foreign currency uses,
particularly those involving the economic development of the
country concerned ‘under section 104(e), (f), and (g). It is
_responsible for the preparation of letters to the Bureau of the
Budget requesting waiver of section 1415 of the Supplemental Ap-
propriation Act of 1953, as it applies to section 1OL(e) of Pub-
lic Law 480 grants to foreign countries. When the Department of
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State initiates action to change or eliminate the provision mak-
ing availlable 25 percent of currencies generated under the sales
agreement'for 1oans‘to'pr1vate business firms, as required by sec-
tion-104(e),'the-Economic Development Division prepares the let-
ter of‘justification for the proposed action. The letter 1is
cleared by the appropriate regional bureau. .

The Director, Office of International Financial and Develop=-
ment Affairs, represents the Department of State on the staff of
the National Advisory Council on International Monetary and Fi-
nancial Problems, where the general policies relating to the in-
terest rates, period.of loans, and maintenance of value in con-
nection with section IOH(g)'loan agreements are established.

.Decisions relatihg'to proposed“title I programs are usually
made within the Economic Development Division. Declsions requir-
ing consideration by higher authority‘are referred to the Direc-
‘tor, Office of International Financial and DeveiopmentiAffairs;
to the Assistant Secretary.for Economic.Affairs;vand to the Under
Secretary. The Economic Development Division coordinetes its ac-
tivities with the Bureau of the Budget, the Treasury Department,
the International Cooperation'Administration, and the EXport-
Import Benk, Suggestions or recommendations of this Division on
Public Law 480 metters are referred to the_Depertment's repre-
sentative on the'ISC for coordination. | |
How the Department's position 1s presented to ISC

The Department of State representative on ISC presents the

Department's position on,e proposed title I program at the ISC
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meetings. He 1s assisted usually by one or more representatives
from the regional bureaus who furnish supporting infofmation.
Representatives of the International Education Exchange~Servicé
asslst in presenting the Department's estimate for the use of
forelgn currency under sections 104(nh), (J), (k), and (p).

‘The IsC representative may change thé Departmént'slposit;on
on a proposed program. -However, when the prqblém warrants it,
the ISC representative obtains the approval of the Assistant-Sec-
retary for Economic Affairs, or higher éuthority, before stating

the change'in position and approving the program.

Department negotiates and enters
into sales agreement with friendly natlion

By Executive Order 10560 of September 9, 1954, the President
delegated to thé Secretary of State the functions under the act
of negotiatihg and entering into agreements with friendly nations
or organizations of friendly nations. |

| The negotiatlon of a sales agreement is usually conducted 1n
the friendly country. In some instances, howéver, intefagency
teams headed by Department of State'representatives negotiate
agreements in Washington, D.C., with representatives of friendly
countries.

There is no formal transmittal of an approVed sales program
to the Department of State from the Department of Agricultﬁre or
the ISC. After ISC approves the‘dyafts df_the sales agreement
and the negotiating instructions, the actioﬁ copiés are handed to

the Department of State's ISC representative.

256



The Assistant Secretary for Economic Affairs clears the
agreement and negotiating instructions and obtains clearance from
the Legal Adviser's office and the appropriate regional bureau.
In the Legal Adviser's office the agreement and instructions are
reviewed by the Assistant Legal Adviser for Treaty Affairs and
the Assistant Legal Adviser for Economic Affairs. They must have
final clearance by the Under Secretary or by the Assistant or
Deputy Asslstant Secretary for Economic Affairs before they are
sent to the fleld mission.

The negotieting instructions show the names of‘the person
who nrepared the original draft submitted to ISC (usually one of
the program coordinators of the Foreign Agricultural Service, De-
partment of Agriculture), the person who drafted the Departnent
of State instructions to the field (usually in the Commodity Di-
vision, Bureau of Economic Affairs), the key officials in the De-
partment of State who cleared the instructions, the members of
the ISC who cleared the instructilons, and the official 1n tne De-
partment of State authorized to approve the instrnctions,'as well
as the required authorization of the Secretary of State.

The approved negotlating instructions'together witn a draft
of the sales. agreement are sent in a Denartment of State instruc-
tion to tne chief.of the diplomatic mission, as a joint State-
Agriculture-ICA message, authorizing him to negotiate.with the
foreign government. Upon recelpt of the instructions, the chief
of the diplomatic mission opens negotiations‘nitn tne foreign

government. He conducts these negotiations in accordance with
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Department Circular 175, dated December 13, 1955, and in most in-
stances relies on a country team to carry out the negotiations.
This team consists of officers from agencies with specific imple-
mentation responSibilities for the agreement under consideration,
usually Department of Agriculture representatives for the commod-
ity aspects of the negotiations, ICA representatives with regard
to the uses of foreign currency proceeds and'the relationship be~
tween Public Law 480 and Mutual Security Act programing, and
United States diplomatic mission representatives for advice on
United States foreign‘policy.
Problems arising elther before negotiations are initiated
with foreign governments or during the course of negotiations
may be referred to Washington. Joint State-Agriculture-ICA re-
plies thereto are usually prepared, action responsibility being
in the agency in whose area.the prohlem falls, with other agen-
cles participating with respect to matters affecting them. Any
-departureS‘fromfthe»negotiating instructions must receive such
joint clearance.
When agreement between the United States . and a foreign gov—
ernment has been-reached or is imminent, Washington is notified.
hThe standard negotiating instructions provide that the chief of
the mission shall notify washington several days in advance of -
the date set for signing the agreement. The chief Of.the United
States diplomatic mission is then authorized usually by telegram,
to sign the agreement. The Under Secretary, the Assistant Secre-
'tary for Economic Affairs, or the Assistant Secretary for the |
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geographical area involved have been delegated authority by the
Secretéry~6f State to sign these sales égreeménts or to authorize
their signature by the chiefs of mission in the field.

| The office responsible for the negotiation'of an agreement
is aléo responsible for assuring the.transmission of the signed
original text, together with all accdmpanying papers, such as
agreed minutes, exchange of notes, and plans, to the Office of

the Legal Adviser;
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USE OF FOREIGN CURRENCIES

Under Executive Order 10560 of September 9, 1954, all foreign
currency programs authofized by Public Law 480, as amended, are
subject to the responsibilities of the Secretary of State with. re-.
spect to the foreign policy of the United Statés as such policy re-
lates to the said programs. Ngencieswithfbreign currency pro-
grams authorized by section 10% of the act are expedted to consult
informally with the Departﬁent of State, prior to submission of
their budget estimates to the Bureau of the Budget, with respect
to the foreign policy aspects of their proposed budget request,
contracts with the foreign government which will be needed, the
size and hature.of any propbsed estéblishmenfs overseas,'any admin-
istrative support expected from the State'Deparﬁment, and the.
availabllity of the currencies for international travelf Follow-
ing -receipt of agéncy submissions, the Bureau of "the Budget Séeks
the advice of the Department of State on the relatlon of the pro- 
‘posed‘proérams fg United Stafes foreign pOIicy‘interests.V The De{
partment advises the Bureau of itsjclearanée in pfinciple of the
varlous programs and/or of any réservafions it may have with re~
gard to tﬁese Programs. | | o

, When appropriations are allocated, agenciés with forelgn cur-

rency programs are expected to obféin the Department'of State's.ap-
proval from a foreign policy standppint of their speéific projects_
prior to implementing them. ,

Under Executive Order 10560 of September 9, 195#,‘a§ amended ,
thé Department of State shares with other Government agencies the |

responsibility for foreign currency uses under section: 104%(c),
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(e)y, (£), (g), and (J) of Public Law 480, and it has full résponsi—
bility for currency uses under section 10%(d), (h), and (o). The
Department and any other égencies designated by the Seéretary of
"Stéte are fesponsible for .currency uses in carrying out the pur—
poses of sectilon ;04(1).

| Currency uses, under Public Law 480, by and on behalf of the
Department of State are outlined below.

Section 104(c)--procurement for the common defense

Section 104%(c) of the act provides for the use of foreign cur;
rencies for the procureﬁent of military equipment, materials, fa-
cilities, and services for the common defense. -

Executive Order 10560, as amended, provides that the purposes
of sectlon 104(c) shall be carried out by the Department of De- |
fense or the Department.of State, as those agencies shall agree, or
in the absence of agreement, as the Director of the Bureau of the
Budget shall determine.

Undé% State Départmeﬁt Delegation of Authority No. 85-2 of
September %, 1957, the Director of ICA, under the direction and
control of the Secretary of State, was responsible for carrying
out the functions of the Department of State under section 104(c)
of Public Law 480. Delegation of Authoritj No. 85-3 of December 5,
1957,.mad§ the Deputy Under Secretary of State for Economic Af- |
fairs responsible for coordinating the functions of ICA with the
other affairs of the Department of State. Delegétion of Authority
No. 85-5 of February 3, 1959, placed ICA under the directlon and
control of the Under Secretary of State for Economic Affairs’and
delegated to him the responsibility for carrying out the functions
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of the Department of State under section 104(c) of Public Law 480,
-and Delegation of Authority No. 85-6 of July 15, 1959, transferred
this authority and respon51bility to the Under Secretary of State.

The operations of ICA under sectlon 10h(c) are discussed on
pages 199 to 203.

"Section lohgdz--gurchase of goods

for friendly countries

Responsibility for the use of foreign currenoies under section
104(d) of the act for.financing the purchase of goods or services '
for other friendly countries was delegated to the State Department
- by Executive Order 10827; dated June 25, 1959. Prior to that'time,
~ ICA had this responsibility. ICA operations under section 104(d)
are discussed on ‘pages 203.to 208

Section 104§e2--grants for

economic devel;pment and trade

."The Department of State is responsible, under ExecutiVe Order
10827 of June 25, 1959, for the use of foreign currencies pursuant
to section 104(e) of the act except to the extent that the section
pertains to loans by the Export—Import Bank of Washington. Prior
to June 25, 1959, ICA had this responsibility. |

Operations of ICA and the Export-Import Bank under section L
loh(e) are discussed on pages 208 and . 362, respectively..

Section thSf}-—gazgent of
Unlited States obligations abroad

Responsibility,forfthe use of foreign currencies under sec- \
tion 104(f) of the act was delegated by Executive Ordér 10560 to -
the respective agencles. of the Government“having“authority to pay

United States obligations abroad.

262



Obligations :resulting from
Department of State activities

- Because of 1its many 'activities and programs abroad, the De-
partment of State has a substantial responsibility for the use of
foreign currencies under section 104(f). When 1t uses such cur-
rency for a purpose for which funds have been appropriated, it

pays the dollar equivalent into the Treasury.

- Expenses of congressional committees
traveling abroad

Foreign currencles received from the sale of agricultural com-
modities are made available by the Treasury Department pursuant to
requests by the Depaftment of State for iocal currency'expenses of
committees of the Congress traveling abroad.

Section 502(b) of the Mutual Security Act of 195%, as amended
(22 U.8.C. 1754(b)), provides that, notwithstanding section 1415
of the Supplemental Appropriation Aect, 1953 (31 U.S.C. 724), or
any other provisioﬁ of law, local currencies owned by the United
States shall be made available to certain committees of Congress
for their local currency expenses.

When a congressional committee needs foreign currencies, it
notifies the Assistant Secretary of State for Congressional Rela-
fions who advises the Unilted States‘diplomatic missions ‘in the ap-
propriate'countries and authorizes the local disbursing officers ;
to use foreign currencies in the Congressional Travel Account to
defray the‘official transportation and travel expenses in the for-
elgn countries. |

The Department's Office of Finance has the primary responsi-

bility for méking foreign currencies available and maintainiﬁg
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records ef the use of such currencies for congressional travel.

It ascertains the availabilify of foreign currencies and takes
steps to utilize them. If sufficient funds are not available in
the State Department acceunt to cover the estimated expenses in a
foreign country, the Office of Finanee‘requests the Treasury De-
partment to authorize the disbursing officer at‘the foreign post
 to transfer foreign currency from the Treasury Deparfment's ac-
count to the State Depertmeht's account. The Director, O0ffice of
Finance, certifies in a letter to the Treasury Department that the
currency requested will be used pursuant to the authority in sec-
tion 502(b) of’the Mutual Security Act of 195%, without United
States dollar reimbursementtfo the Treasury Department. This~cer-
tification 1s required by section 281.6 B of Treasury Department
Circular No. 930.

- Because of delays in prior years in obtaining allocations of
Public Law 480 foreign currencies, the Departmentrof State now
uses Public Law 480 currency only when United States-owhed local
currency obtalned from other sources is not available or the amount
thereof is insufficient. |
Section 104(g)--loans to foreign governments

‘Section 104%(g) of the act authorizes the use of foreign cur-
rencies for loans to promote multilateral trade and economic devel-
opment. | .

Executive Order 10827 of June 25,:1959, provides that the pur-
poses.of section 104%(g) of the act shall be carried out by the De;
partment of State and bylthe Development Loan Fund as they shall |

agree. The function of determining the manner in which the loans
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shall_be made was delegated to the Secretary of State with respect
to loans made by the Department of State and to. the Development
Loan Fund with respect to loans made by the Development Loan Fund.
The Development Loan Fund, with respect to these loans, is subject
to the supervision and direction of the Secretary of State, and
thé Department of State may allocate or tfansfer to the Develop-
ment Loan Fund foreign currencies to be used for the loans.

Prior to June 25, 1959, the authority of the President to
make loans under sectlon 104(g) of the act was exercised by ICA and
the Director ofIICA pursuant to Executive Order 10560; The opera-
tions of ICA under this section are described on pages 210 to 219.

Section 104(h)--international
educational exchange activities

Foreign currencies generated by sales of agricultural commodi-
ties to foreign countries are used by the Department of State-to
supplement the activities of internatipnal educational exchange
'programs. The general purpose of these programs.is to promote bet-
ter understanding between the people of the United States and the
peoples of participating foreign countries. |

In implementing the exchange-of-persons programs, foreign cur-
rencies generated under Public Law #80 may be used for (a) travel,

- tuition, books, and maintsnance for American grantees, (b) inter-_.
nafional and United States internal travel of foreign grantees,

(c) expenses and rent of offices of binational commissions and
foundations, and (d) other approvéd expenses incident to the pro-
grams. In countries where exchange programs under section 32(b)(2)

of the Surplus Property Act of 1944 (50 U.S.C.MApp. 1641 (b)) are
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in operation, grants in forelgn currency are often made in combina-
. tion with dollar grants under the Unlted States Information and
Educational Exchange Act of 1948 (22 U.S.C. 1431).

Statutory authority for exchange programs

Section 2(b)(2) of the act of August 1, 1946 amended section
32(b)(2) of the Surplus Property Act of 19%% (50 U.S.C. App. 1641
(b)), to authorize the Secretary of State to enterlihté executilve
agreements with foreign governments for the use of certaln foreign.
currencies, held or available for expenditure by the United States,
for the purpose of providing, by'the formation of foundations or
otherwise, for (a) financing studies, research, instruction, and
other educational activitles of or for American citizens in
schools and institutions of higher learning located outside the
continental United States, Hawall, Alaska (including the Aleutian
Islands), Puerto Rico,:and the Virgin Islands, includihg payment
for transportation, tuition, maintenance, and other expenses inci-
dent tQ'scholastic activities  or (b) furnishing transportation
for citizens. of such foreign countries'who desire.to attend Ameri-
can schools and Institutions of higher learning in the continental
United States, Hawall, Alaska (including the Aleutian Islands),
Puerto Rico, and the Virgin Islands, and whose attendance will not
deprive citizens of the Unitedtstates of an opportunity to attend
such schools and institutions. This amendment is usually.referred
to as the Fulbright Amendment or the Fulbright Act.

Title II of the United States Information and Educational Ex-
change Act of 1948, as amended (22 U.S.C. 1446-1448), provides for

the interchange of persons, knowledge, and skills between the

266



United States and foreign countries. This act is usually referred
to as the Smith-Mundt Act. Section 201 (22 U.S.C. 1446) author-
izes the Secretary of State to provide for.interchangeé on a recip-
" rocal basis between the United States and other countries of stu-
dents, trainees, teachers, guest instruétors, professors, and lead-
ers in fields of specialized knowledge or skill and states that
wherever possible the Secretary shall provide these interchanges
by using the services of existing reputable agencies which are suc-
cessfully engaged in such activity. -
Section 104%(h) of the Agricultural Trade Development and As-
sistance Act of 1954 (7 U.S.C. 170%), as amended, authorizes the
use of foreign currencies, received from the sale of surplus.agri-
cultural commodities to other nations, for the financing of inter-
national educationgl exchange activities authorized by the
Fulbright Act and for the financing in such amounts as may be spec-
ified from time td time in appropriation acté of programs for the
interchange of persons under title II of the Smith-Mundt Act. It
provides that, in the allocatibn of funds among the various pur-
poses set forth in section 104 of the aét, a'special effort shall
be made to provide for the purposes of section 104%(h), including a
particular effort with regard to (1) countfies where adequate
funds are:ndt avallable from other sources for such purposes and
(2) countries where agreements can be negotiated to establish a
fund with the interest and principal available o#er a period of
years for such purposes, such special and particular effort to in-
clude the setting aside of such amounts from sale proceeds énd

loan repayments under this title, not in excess of $1,000,000
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a year in any one country for a period of not more than 5 years in . .
advance, as may be determined by the Secretary of State to be re-
qﬁired for the purposes of section 104(h).

No foreign currencies have been appropriated
for Smith-Mundt Act programs

The language providing for the financing, in such amounts as
may be specified from time to time in appropriation acfs, of pro-
grams for the interchange of persons under title II of the Smith-‘
Mundt Act was added to section 104%(h) of Public Law 480 by Public

Law 85—931 approved September 6, 1958 (72 Stat. 1791).
| On July 17, 1959, the President recommended that an authorlza-
tion for the use of foreign currencies for this purpose be included
.in a supplemental appropriation for fiscal year 1960. However, no

foreign currencies have been appropriated for Smith-Mundt Act pur-

poses under section 10%(h). B |

“In the budget for 1961; the Presideﬁt requested a dollar ap-
propriation for 1961 for the purchase of currencies for Smith-
Mundt Act purposes and a permanent, indefinite dollar appropria-~
tion for the'purchase of currencies for academic exchange programs -

under the Fulbright Act.

" Responsibilities involved
in educational exchange programs

The development and administretion of educational exchange
programs under the Fulbright Act and section 104%(h) of Public Law
480 involve the following'responsibilities of the Deparfment of
State:

1. General supervision of the initiation and conduct of the
programs in behalf of the Board of Foreign Scholarships.
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2. Negotlatlon and executlon of the executive agreements pro-
viding for the establishment and operations of the United
States educational foundations and commissions.

3. Designation of depositaries for funds for the foundations
and commissions, approval of acquisitions of real property
by .the foundations and commissions, and approval of annual
program budgets.

4. Promulgation of regulations governing the expenditure of
funds and general administration.

5. Assistance in the recruitment of executive officers and as-
sistants for the foundations and commissions.

6. Issuance of expenditure authorizations making availlable to-
the foundations or commissions foreign currenciles which
have been allocated and apportioned by the Bureau of the
Budget and allotted by the Office of Budget, Department of
State. »

Organizations established to develop and

administer educational exchange programs

Organizations whose activities are limited to educational ex-

change programs are discussed below. They include the Interna-
tional Educational Exchange Service, the Board of Foreign Scholar-
shibs, and the comﬁissions and foundations established by or pursu-
ant to the Fulbright Act and the Smith-Mundt Act. ‘
International Educational Exchange Service--The International

Educational Exchange Service, Bureau of International Cultural Re-.
lations, consists of the following organizational units:

Office of the Director
Operations Staff of the Board of Foreign Scholarshlps
Financial Management Staff

Office of the Assistant Director for Area Programs
Area Programs Staff
Evaluation Staff

'Office of the Assistant Director for Program Operations
Professional Activities Division
Study Programs Division
Leaders--Specialists Division
Special Projects Division
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The.International Educational Exchange Service (IES) is the
organizational unit in the Department of State which deals exe¢lu-
sively with the educational exchange prégrams. The Service is the
focal point in the Department for developing and implementing,
through long-range planning and day-to-day operétions, the over-all
policies of the Department for the conduct of educational exchange
activities with other nations. In this capacity IES: |

1. Develops and conducts, directly and by agreement or con-
tract with public or private agencies, educational ex-
change programs with other nations within approved global
policies and with the review of the regional bureaus as to
the character of the programs developed for each region
and the review of the Office of Budget from a budgetary
and fiscal management standpoint.

2. Coordinates the relationship of the Department of State's
Educational Exchange Program to similar programs conducted
by other Federal agencies under public authority and pro-
vides administrative and technical services to such agen-
cles.

. 3. Cooperates with the foreign governments and American and
foreign voluntary organizations and individuals in con-
ducting educational exchange activities which are in ac-
cord with the aims of United States forelgn policy, by
furnishing information, advice, services, and flnancial
support when possible and desirable.

4, Coordlnates the negotiation of international agreements
necessary to educational exchange projects and partici-
pates in the development of related international agree-
ments.

5.'Instructs United States missions abroad on the educational
exchange program.

6. Approves, amends, or terminates grants awarded to individ-
uals under the educational exchange program.

7. Provides reception center services to persons visiting the
United States under the educational exchange program and,.
on request, to other foreign visitors.

8. Analyzes and evaluates reports from Foreign Service estab-
lishments and regional bureau appraisals thereof and con-
ducts studies to determine the effectiveness of the educa-
tional exchange program.
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9. Develops.and directs the operation of all orientation pro-
grams and other operational phases of the Department's ex-
change program and cooperates with other agencies in devel-
oping orientation plans for educational exchange programs
under their Jjurisdiction.

The Director, IES, has the following authority:

1. To sign letters of working agreement with other Federal
agenclies concerning the details of projects under the edu-
cational exchange program (Delegation of Authority No. 46B,

2. To prescribe regulations for, and to negotiate, review, au-

_thorize or approve or disapprove, annual budgets of the
United States educational foundations or commissions estab-
lished under the Fulbright Act (Delegation of Authority

No. 75, December 21, 1953).

3. To authorize or approve or disapprove travel for grantees
under the educational exchange program and to issue travel
orders covering such travel (Delegation of Authority No.
76, March %, 1954%).

In the formulation and execution of exchange pfograms, IES is
required to consult, in their respective areas of interests, with
the United States Advisory Commission on Educational Exchange and
the'Board.of Foreign Scholarships, with the regional bureaus and
other appropriate areas of the Department, and with other qualified
public and private agencies.

Board of Foreign Scholarships--The Fulbright Act provided that

for the purpose of selecting students and educational institutions
gualified to participate in the.program, and to supervise the ex-
change program, the President of the United States is authorized
to appoint a Board of Foreign Scholarships, consisting of 10 mem-
bers who serve without compensation, composed of representatives
of cultural, educational, student and war veterans' groups, and in-

cluding representatives of the United States O0ffice of Education,
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the United States Veterans Administration, State educational insti-
tutions, and privately endowed educational institutions.

The Board formulates, reviews for approval, and recommends
policies and programs to implement the objectives of the Fﬁlbright
Act, reviews and recommends for approval all annual budgets for
United States educational foundations, establishes standards to be
met by educational institutions which are to receive grantees par-
ticipating in approvedrprograms, aqd selects all persons to re-
celve grants for educational activities under the Fulbright Act.

The policies governing the administration of the educational
exchange program under the Fulbright Act are covered in the manual
entitled "The Policy Statements of the Board of Foreign Scholar-
ships," revised May 1955. |

Commission on Educational Exchange-~The Smith-Mundt Act

created the United States Advisory Commission on Educational Ex-
change (herein referred to as the Commission or the Commission on
Educational Exchange). The Commission consists of five members
who are appointed by the President, by and with the advicé and con-
sent of the Senate, and serve without compensation. They repre-
sent the public interest and must be selected from a cross section
of educational, cultural, scientific, technical, and public serv-
ice backgrounds.

The Commission formulates and recommends to the Secretary pol-
icies and programs for carrying out the act but has no authority
over the Board of Foreign Scholarships or the program created by.

the Fulbright Amendment to the Surplus Property Act of 194k,
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Educational foundations and commissions--Each educational
foundation or commission is a binational organization established
by executive agreement made pursuant to the Fulbright Act.

 Under-the executive agreements, each foundatioh or commission
has general responsibility for the effective conduct in the host
country of the educational exchange program, utilizing foreign cur-
rency made available by the Department of State.

The membership of the foundations and commissions varies from
" country to country according to the agreements but usually includes
an equal number of Americans and nationals of the country con-
cerned.

The management and diréction of the affalrs of the foundation
or commission are vested in a board of directors. Usually, the |
chief of the United States diplomatic mission serves as honorary
chairman. The number of mémbers of the board may vary, but the
board must consisthéf members of the-staff of the United States
diplomatic mission, nonofficial United States citizens resident in
the hostkcountry, and nationals of the host country.

Cooperating agencies | |

The American agencies, in the educational exchange field, are
used in conducting nationwide competitions for American- candidates
and placing foreign grantees throughout the countryt. These agen-
cles are the United Stafes Office of Education, the Institute of
International Education, and the Conference Board of Associated Re-

search Councils.
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Unifed States Information Agency assists

in overseas operations of exchange programs

Responsibility for the conduct of educationai exchange pro-
gfams overseas is shared by Department of State personnel in For-
eign Service posts and personnel of the Unilted States Information |
Agency. The Uﬁited States information service elements of Foreign
Service posts administer the overseas operational aspects of the
International Educatlonal Exchange Program, on a reilmbursable ba-
sis, in accordance with an agreement between the United States In-
formation Agency and the International Educational Exchange Serv-
ice and through general policy directives and instructions by the
Department which are transmitted through the principal officers of
the Foreign Service posts. The chiefs of missions and other prin-
cipal officers of American Foreign Service posts are responsible
for the policy control, supervision, and sefvicing of educafional
exchange activities'bverseas.

Procedures for exchange programs

The procedures used in establishing and administering educa-.
tional exchaﬁge programs under the Fulbright Act and sectlon
104(h) of Public Law 480 are described below. The procedures out-
lined under the first two subheadings will not be applicable under
the policies aqnounced and/or recommended in the President's 1961
budget message; extract from which is included as appendix Q,
page 611. "

IES determihes need for exchange program—FIES has primary re-
sponsibllity for the development and coordination of country educa-

tional exchange programs. When a Public Law H8O sales agreement
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for a country is in the "probable stage" the Area Programs Staff,
IES, organizes and assembles the planning resources of IES, the
United Stéfes”missions, the regional bureaus, and other offices
concerned to determine (a) whether an educational exchange program
1s needed, (b) the nature and scope of the program needed, (c) the
immediacy of need, and (d) the relative priority of an IES program
as compared with other possible educational exchange uses of the
foreign currencies. The United States missions furnish advice,
background information, and recommendations for the development of
country plans. The regional bureaus furnish advice and background
information on the political priority of individual countries and
on political and economic considerations in their respeétive areas
which affect the development of the program.

The Area Programs Staff develops and coordinates these country

plans by: |

1. Reviewing the requests of foreign countries for the pur-
chase of surplus U.S. agricultural commodities, to deter-
mine the estimated amount of foreign currency to be devel-
oped.

2. Contacting other United States agencies interested in us-
~Ing foreign currency to develop a reliable estimate of com-
petitive priorities and requested amounts.

3. Determining the amount of foreign currency which can be
Justified and defended for IES uses, the nature and scope
of the program needed, and the United States objectives.

L. Coordinating the proposals with the Department's represent-
ative on the ISC and with the Bureau of International Cul-
tural Relations, the regional bureaus, and the Legal Ad-
viser's Office to develop the Department's position on IES
needs.

An IES proposal for foreilgn currency uses under section

104%(h) is submitted through the Department's representative to the

/
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ISC for review and inclusion in the sales program for thé foreign
country. Representatives of the Area Programs Staff attend tﬂe
ISC meetings and usually serve as spokesmen to present the IES plan
.and the Justification to ISC. The distribution of foreign curren-
cies to the various uses authorized by a title I agreement is de-
termined by ISC, and the breakdown of planned currency uses is in-
corporated in broad outline in the negotiating instructions and the
sales agreement which are sent to the United States diplomatic mis-
sién. | |
Department redquests allocation of foreign curreﬁcz—-After the
sales agreement has been signed, a concurrence memorandum estab-
lishing and justifying the Department's position in financing an
international educational exchange program or amending an existing
agreement, is cleared within-IES and by the regional bureaus, the
Bureau of Administration, the Bureau of International Cultural Re-
lations, and the Office of Legal Adviser. Upon clearance of the
memorandum the Financial Management Staff, IES, drafts a request
to the Bureau of the Budgét.for an allocation of foreign‘currency
to cover the exchange agreement. .This request is clearéd through
the same channels within ‘the Department as a regular budget re-
quest before forwarding to the Bureau. Under present procedure,
the request 1is supported by a determinétion by the Secretary of
State of the amounts of foreign'burrencies that are required in
the countries listed ih the determination for the financing of pro-
grams authorized by the Fulbright Amendment. Hearings are held by
the Bureau of the Budget, and, if the request is approved, the

amount involved is allocated to the Department.

276



Preparation and negotiation of executive agreements--A draft

of thé proposed executive agreement between the United States Gov-
ernment and the foreign government for financing an educational ex-
change program énd a draft of the negotiating instructions to the
United States diplomatic mission are prepared in IES and approved
by the Director of IES and the Speclal Assistant to the Secretary
for the Coordination of International Educational and Cultural Re-
lations, with concurrence by the appropriate regional bureau, the
Bureau of‘Administration, and the Legal Adviser’'s Office. After
approval and clearance in the Department of State, the negotiating
instructions and draft agreement are sent to the United States dip-
lomatic mission for negotiation.

The negotiations.in the field are conducted by personnel of
‘the United States diploﬁatic mission and the United States Informa-’
tion Agency. When the negotiations have been completed and the
agreement 1s ready to be signed, the chief of the diplomatic mis-
sion obtains authorization from the Department to sign the agree-
ment. The Secretary of State has granted authority to the Assist-
.ant Secretary for the regional bureau concerned or the chief of
mission, as app}opriate, to sign these agreements after they have
been approved by the Legal Adviser's Office, the Bureaus of Inter-
national Cultural Relations, Administration, and Economic Affairs,
and the Asslstant Secretary for the geographic area concerned.

The provisions of the agreements for educational exchange pro-
grams under the Fulbright Act follow generally a standard pattern
which provides for (a) the establishment of a binational educa-
tional commission or foundation, (b) the responsibilities of the
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respective countries, and (c) the extent of participation and
basic requirements for the binational conduct of educational ex-
changes between the cooperating coﬁntry and the United States Gov-
ernment. Variénces are limited usually to such things as ﬁhe »
amount of money to be expended, the number of members on the board
of the foundation, and other administrative matters. The agree-
ments contain monetary limitations and in some instances limita- -
tions as to time. In these instances périodic amendments, by ex-
change of notes, are necessary. Also, as new sources of foreign
currencles develop through the sale of surplué agricultural commod-
ities, néw agreements may be made or existing agreements may be ex-
terided. or amended.

ﬁased upon the planned uses of foreign currency under Public
Law 480 saies agreements signed from the beginning of the program
through June 30; 1959, the Department of State has entered into ex-
ecutive agreements with 18 countries for the use of about $14 mil-
lion equivalent of foreign currencies for the conduct of éduca-
tional exchange programs as authorized under the Fulbright Act.

_Submiésion,_review, and approval of annual program proposals--

After an educational_exchange agreement has been signed, the bina-

tional foundation is required to submit to the Department annual
brbgram proposals for educational exchanges for the:local academic
year in accordance with instrucfions and time schedules set forth
in the "Guide to Preparation and Submission of Annual Gountry Pro-
posals" issued February 1955 by the International Edﬁcatiqnal Ex-
change Service. The annual program proposal must show (a) the pfo~

gram objectives, (b) the projects, (c) the institutions
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recommended for participation, (d) the program budget, and (e) the
schedule of recommended maihtenance allowances. The projects are
planned actlivities dlirected toward the achlevement of particular
objectives.withih the framework of educatlonal exchange activities
aﬁthorized by the Fulbright Act and the Smith-Mundt Act.

The overseas post in a country in which a program under the
Fulbright Act is operating 1s required to review the annual pro-
gram'proposals of the binational foundation_in the light of the
p:ogram's‘relationship to the total countfy progfam and 1ts contri-
bution to the program dbjectives in the country. The overseas
post 1s required to submit appropriate comments to the Department
concerning the proposals.

The IES duplicates and distributes program proposals to appro-
priate units in IES and to the regional bureaus of the Department,
the United States Information Agency, the Board of Foreign Scholar-
ships, the United States diplomatlic missions, and the contract
agencles cooperating in the administration of the programs. A
Joint review conference, arranged and chaired by IES, is held on
each country program proposal at which t;me the interested parties
review the proposal and suggest modifications which may appeér de-
sirable. After review of the proposal by the joint review confer-
ences, IES prepares an'analysis of the country program, incorporat-
ing comments and recommendations agreed uﬁon in the joint confer-
ence, and submits it to the Board of Foreign Scholarshlps for con-
sideration. The Board of Foreign Scholarships' recommendations
and apprdval are reported by IES to the binational foundations..

Final approval of program proposals in accordance with the Board
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of Foreign Schoiarships' recommendations and approval 1s made by
the Director, IES.

Apportionment of and accounting for foreign currency--After
the annual program.propoéal has been appfoved by the Director of
IES, a schedule is prepared by the Financial Management Staff, IES,
for apportionment of the currency. The schedule is forwarded to
the 0ffice of Budget where it is reviewed for accuracy, for con-
sistency, for availability of currency, and for adequacy of Jjusti-
fication. A letter of request is then drafted by the Office of
Budget for the use of.the Budget Officer of the Department in
transmitfing the apportionment schedule to the Bureau of the
Budget. The Bufeau may hold hearings on the request, in which
event representatives of IES and the Office of Budget support the
request.

The Bureau of the Bquet notifies the 0ffice of Budget when
action has been completed on the apportionment request. Upon re-
ceiving the apportionment scheduie, the Office of Budget 1ssues an
Allotment Authorization to IES in accordance with the approved ap-
portionment and financial plan. The Office of Finance of the De-
partment then requests the United States mission to transfer the
amount of foreign éurfency involved from the Treasury Department
écéount to the State Department account. The United States.mis—
sion disbursing officer is authbrized to place the funds at the-
disposal of the binational foundation by preparing a voucher inlfa-
vor of the treasurer of the foundatidn and depositing-the fﬁnds in |
the approved bank in the name of the treasurer of the -foundation.

Coples of this authorization are furnished to IES and the Treasury
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Department. Prior approval of the‘State Department must be ob-
tained before an individual is designated as treasurer of the foun-
dation and before bank accounts are opened in the name of the
treasurer.

The procedural instructions covering uniform administrative
accounting, auditing, and'reporting practices for guidance of the
United States educational commissions and foundations are covered
in the manual "Administfative Procedures for United States Educa-
tional Foundations and Commissions" revised July 12, 1954.

The foundation must obtain a reputable public accounting firm
to make periodic audit, usually as of the close of business of
each calendar year, of the accounts of the foundation. The Board
of Directors of.the foundation recommends to the Department the
names of several accounting firms, and the Secretary of State
makes the final selection and advises the foundation. The audit
reports of the accounting firm are reviewed by IES.

The Financial Management Staff, IES, makes an administrative
audit of the foundations' records on a spot-check basis.

- Reports to the Congress--An annual report on the operations of the
Department of State under the Fulbright Act is prepared by the Bu-
reau of International Cultural Relations and submitted through ap-
propriate channels to the Congress, as required by the act.  The
.report contains a summary of educational éxchange bperations car-
ried out under the act during the preceding calendar year, includ-
ing the executive agreements concluded with foreign governments;
names and addresses of American citizené awarded grantsAand names

and location of their institutional affiliations abroadj; names of
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foreign citizené awarded grants and names and locations of their
institutional affiliations in the United Statesj statement of ex-
pendituresj distribution list of grantees by State, country, and’
field of studyj; and other information deemed necessary to provide
Congress with a full accounting of the operations of the program.
The report for the calendar year 1958 was submitted on July 7,
1959 (H. Doc. 19%, 86th Cong., lst sess.).

Semiannual reports containing data on expenditures made and
exchange activities carried out under the Smith-Mundt Act are pre-
pared by the Bureau of International Cultural Relations, cleared
by the bepartment, and submitted to Congress as reqﬁired under the
law.

Section 104(3)--aid to American-sponsored schools

Forelgn currencies generated by sales of surplus agricultural
commbdities to other nations are used by the Department of State
to provide assistance to American-sponsored schools in friendly
foreign countries where there are schools that meet the Depart-
ment's criteria.

Statutory authority for aid to schools |

Section 203 of the United States Information and Educational
Exchange Act of 1948 (22 U.S.C. 1448) authorizes the Secretary of
State to provide for assistance to schools, librapies, and com-
munity centers abroad, founded or sponsored by citizens of the
United States and serving as demonstration centers for methods
and practices employed in the United States. It Stqtes that, in
assisting any such schools, the Secretary shall exercise no con-

trol over their educational policies and shall in no case furnish
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asslstance of any character which is not in keeping with the free
democratic principles and the established foreign policy of the
United States.

In the division eof responsibilities under section 203 as pro-
vided in Reorganization Plan No. 8 of 1953 (67 Stat. 642), the De-
partment of!State'continued to be responsible for aid to American-
sponsored schoqls>and_the United States Information Agency became
responsible, subject to certain limitations, for aid to libraries
and community centers.

Section 104(j) of the Agricultural Trade Development and As-
sistance Act of 1954 (7 U.S.C. 1704), as amended, authorizes the
use of forelgn currencies received from the sale to other nations
of surplus agricultural commodities for providing assistance to ac-
tivities and projects authorized by section 203 of the United
States Information and Educational Exchange Act of 19#8, but no
foreign currencies which are avallable under the terms of any
sales agreement for appropriation for the general use of the
United States may be used for the purposes of section lO#(J) with-
out appropriation therefor.

Executive Order 10560 of September 9, 1954, as amended, pro-
vides that the purposes described in 104(J) of the Agricultural
Trade Development and Assistance Act of 1954% shall be carried out
by the Department of State and by the United States Information
Agency in accordance with the division of responsibilities for the
administration of section 203 of the United States Information and
Educaﬁional Exchange Act of 1948 provided by Reorganization Plan
No. 8 of 1953 and Executive Order 10477 of August 1, 1953, and by
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subsequent agreement between the Department of State and. the
United States.Information Agency.
- Responsibilities Involved in aid to schools

The development and administration of programs of assistance
to American-sponsored schools abroad under the United States Infor-
mation and Educatlonal Exchange Act of 1948 (the Smith-Mundt Act)
and section 104(j) of Public Law 480 involve responsibilities of
the Department of State for:

1. Establishing criteria to be used in determining the eligi-
bility of schools for assistance under Public Law 480.

2. Initiating, planning, developing, and conducting programs
~ of assistance.

3. Negotiating and executing the agreements prov1d1ng assist-
ance to eligible schools.

Y, Issuing expenditure authorlzations making available such
amounts of foreign currencies as have been allocated and
apportioned by the Bureau of the Budget for aid to
American-sponsored schools abroad.

TES has primary responsibility for school aid programs

IES, discussed on pages 269 to 271, has primary responsibility
for providing assistance to American-sponsored schools abroad.
Other organizational units of the Department participate in the de-
velopment, evaluation, and execution of the programs. |

Procedures for echool ald programs _

In using foreigﬁ currency pursuant to the Smith—Mundt Act and
Public Law 480 for assistance to American-sponsored schools abroad,
the Department of State may enter into agreements w1th schools to
(a) provide scholarships for nationals of the country where the
schools are located and resident foreign natlonals, (b) provide

for and augment United States teachers' salaries, (c) provide
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instruction equipment and materials, and (d) plan, develop, and

construct capital additions, thus providihg more classrooms, labo-
ratories, and 1living space. The procedures for developing, estab-
lishing, and administering programs for aid to schools abroad are

discussed below.

Criteria used in determining eligibility of schools for finan-

clal assistance--The Department has prescribed the following cri-
teria for use in determining eligibility of schools for grants-in-
aid under Public Law 480:

1. Financial aid will be given only to. already-established
schools.

2. A school must be a nongovernmental, nonprofit school.

3. There must be evidence that the school is located physi-
cally so that it can be influential in the community and
region.,

4, The school must have been established by United States
cltizens, with or without the participation of nationals
of other countries.

5. The school must operate with the approval of the national
government of the host country and must be nonpolitical 1n
character. _

6. The board of directors must include United States citi-
..Zens .

7. The director or principal of the school should be a United
States citizen.

8. Depending on the size of the student body, there should be

-~ a sufficient number of teachers from the United States to
assure adequate contact for the students with United
States teaching methods and ideals.

9. The curriculum and instruction of the school should re-
flect United States theory and practice in education to
the greatest extent possible within the framework of local
laws and regulations.
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10. The.school should offer courses of study 1in the language
literature, geography, and history of the country in which
the school 1s located and also of the United States.

ll.‘The school should supplement rather than compete with the
work and activities of national schools.

12. High educational standards and practices must be employed
by the school.

13.‘The student body should include a substantlal number of
. foreign nationals.

1%, The financial condition of the school must be such that

* there is reason to believe that it will be able to con-

tinue operations without substantial continuing United:
States Government aid.

15. Financial aid will not be given to church-connected, com-
pany, or private profit-earning schools.

Planning and evaluating programé--The United States missions
in the foreign countries with which sales agreements are under pre-
liminary considératidn examine the needs of the American-sponsored
.schools located in their areas which may qualify for assistance
and report their.findings and recommendations to the Department.
The Special Projects Division, Office of the Assistant Director
for Program Operatiqns, IES, reviews the reports and consults with
the regional bureaus and operational elements of IES. It fur-
nishes the Area Programs Staff‘of IES an evaluation of the rela=-
tive merits of thé findings as shown in the reports for use in re-
questing authorization by the ISC of foreign currency for subsec-
tion 10%(j) use under sales agreements.

The Area Prdgrams Staff coordinates its requirements for for-
eign currencies with the Department's representative on the ISC
with the view of having the requirements for forelgn currency un-

der section 104(j) included in the title I sales agreements.
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After the inclusion of authorization for foreign currency for
schools has been approved by ISC and a sales agreement has been
-signed, the Special Projects Division develops information neces-
sary to establish the eligibility of the schools applying for fi-
nancilal assistance. Generally this information is furnished by
the United States mission and is reviewed by a committee composed
of representatives from the Special Projects Division and the Fi-
nancial‘Management Staff of IES to assure that all necessary infor-
mation concefning a school has been develobed and that the school
1s eligible to receive financial assistance. A separate review of
the information is made by the appropriate regional bureau and the
Area Program Staff of IES to determine whether assistance to the
particular school meets with the United States foreign policy and
the general educational exchange objectives in the country.

Allocation and apportionment of foreign currencies--When the
school has been approved by all concerned to receive financial as-
sistance, the Special Projects Division requests the Financial Man;
agement Staff, IES, to prepare a request for an allocation of for-
eign currency. The request 1is éleared by the Office of Budget, Bu-
reau of Adminlstration, Department of State, and submitted to the
Bureau of the Budget. The requirements for foreign currency are
justified at hearings held by the Bureau of the Budget, and, upon
approval by the Bureau of the request for allocation, the United
States mission is notified of the amount allocéfed.

‘After the allocation 1s made, the Budget Bureau, upon request
by the Department, apportions currency for specified aid to

American-sponsored schools. The apportionment is not made until
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the foreign currency accruing under the sales agreement has been
deposited to;the_credit of the United States.

Preparation and negotiation of agreements with schools--When
the Department»receives the apportionment, the Financial Manage-
ment Staff, IES, prepares the negotilating instructions to the
United States diplomatic mission,and a draft of the proposed agree-
ment or agreements with the school. These documents are cleared
~within IES by the Assistant Director for Program Operations and
the Area Programs Staffj outside IES, they are cleared by the re-
gional bureaus concerned and the Legal Adviser's 6ffice.

The negotiating_instructions to the diplomatic mission con-
sist of a breakdown, by activities and projects, of the apportion-
ment of foreign currency, an outline of the fiscal procedure to be
followed, and instructions on preparing agreements and obtaining
approval of the Department. Drafts of agreements are sent with
the instructions for the guidance of the mission in preparing the
formal memorandum agreements. One agreement is prepared for con-
struction and another for teacher salaries, scholarships, and edu-
cational material. |

Changes proposed during negotiations are usually cleared with
the offices that approved the negotiating instructions, and before
a.memorandum of agreement is erecuted by the United States dipio-
matic‘mission, it is rorwarded to the Department for approval. Fi-
nal approval is given by the Director of IES.

Allocations have been made for.foreign currencies under sec-
tion 104(j) for the support of 28 schools located in 12 countries.

The amount in dollar equivalent for each of the countries in which
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these schools are located is: Austria $450,0003 Brazil, $565,000;
Colambia, $600,000; Ecuador, $220,000§ France, $500,000; Greece,
$500,0003 Italy, $1 millionj Mexico, $500,000; Morocco, $200,000
(by conversion of French francs)j Peru, $235,000; Philippines,
$600,0003 Turkey, $1 million. Of the $6,370,000 equivalent allo-
cated to June 30, 1959, grants-in-aid totaling $5,194,000 have
been made.

Special Prolects Division monitors agreements--The Special

Projects Diﬁision, IES, monitors and coordinates the activities
and projects under the grants-in-aid agreements. It is respon-
sible for taking appropriate action.on field‘communications con-
cerning these programs and for reviewing reports from the'field
and taking appropriate action to ensure improved operations and
the attainment of the established objectives.

Access to records--Grantees agree that the Department of

State or the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to and

the right to examine any books, documents, papers, and'reéords of .
the grantees pertaining to work under the agreements during thg
terms of the agreements and until the expiration of 3 years after
final or terminal payment. Grantees also agree to include similar
provisions in all contracts or subcontracts entered into in connec-

tion with capital construction under the agreements.

Section 104(1)--acquisition of sites

and buildings and grounds abroad

Public Law 480, as amended by Public Law 85-931, approved Sep-
tember 6, 1958 (72 Stat. 1791), provides for the use of foreign

currencies for the acquisition by purchase, lease, fental, or
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otherwise of sites and buildings and grounds abroad for United
States Government use, including offices, residence quarters, com-
-munity, and other facilities, and for construction, repair, altera-
tion and furnishing of such buildings and facilities.' The act re-
quires that the foreign currencies be made available through the
appropriation process.

Executive Order 10827 of June 25, 1959, provides that the pur-
poSes of section 104(1) shall be carried out by the Deﬁartmenp of
State and by any other agéncy or agenciles designated therefor by
the Secretary of State. | '

On July 17, 1959, the President recommended that the Congress
include in a supplemental appropriation for the fiscal year 1960
an authorization for the use,'wifhout fiscal-year'limitation, of
foreign currencies for the purposes of section 104(1) of Public
Law 480, in an amount not to ekceed the equivalent of $3,475,000.
However, no appropriation was made for this purpose.

Section 104(o)--American educational studies

Public Law 480, as amended by Public Law 85-931, approved Sep-
tember 6, 1958 (72 Stat. 1791), provides for the use of foreign
currencles for providing assistance, in such amounts as may be spec-
ified from time to time. in appropriation acts, by grant or other-
wise, in the expansion of operation in foreign'countries of estab-
lished schodls, colleges, or uniﬁersities founded orAsponsored by
citizens of the United States, for the purpose of enabling such ed-
ucational inétitutions to carry on programs of vocatibnal, profes-
sional, scientific, technological, or general"educgfion; and in
the supporting of workshops in American studieé or American educa-

tional techniques, and supporting chairs in American studies.

299



Executive Order 10827 of June 25, 1959, provides that the pur-
poses of section 104(o) shall be carried out by the Department of
State.

On July 17, 1959, the President recommended that the Congress
include in a supplemental appropriation for fiscal year 1960 an au-
thorization for the use, without fiscal—yéar limitation, of foreign
currencies for assistance as authorized by -section 104(o) of Pub-
lic Law 480 in an amount not to exceed the equivalent of
$1,460,000.. HoWever, no foreign currencies have been appropriated
for this purpose.

The authorization for supporting workshbps in American
studies or American educational techniques and supporting'chairs
in American studies was deleted from section 104(o) and placed in
new section 104(p) by Public Law 86-34%1, approved September 21,
1959 (73 Stat. 606). No foreign currencieslwill be available for
the purposes of 104(p), except in such amounts as may be spéCified
from time to time in appropriation acts, and no foreign currencies
may be allocated after June 30, 1960, under any provision of Pub-.
lic Law 480 for the purposes specified in section 1O04(p), except
in such amounts as may be specified from time to time in appropria-
tion acts.

On January 18, 1960, the President recommended, in the 1961
budget, that the Congress authorize the use of $1,475,600 in Pub-
lic Law 480 currencies for assistance authorized by section 104(p).
He requested a dollar appropriation for the purchase of these cur-

rencies,
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ACTIVITIES AND PROCEDURES
OF THE DEPARTMENT UNDER TITLE TT

The function under title II, Public Law 480, of furnishing
.surplus'agricultural.commodities to friendly people abroad ﬁo meet
famine or other urgent or extraordinary relief requirements has
been delegated to the International Cooperation Administration
(ICA), subject to the foreign policy responsibilities of the Secre-
tary of State and the chiefs of the Unlted States diplomatic mis-

sions. ICA operatlions under title II are discussed on pages 220 to

226. _
Department coordinates ICA programs with foreign policy

The Department is responsible for the clearance of ICA pro-

grams under title II insofar as they relate to foreign policy ob-
jectives, and the Secretary of State concludes any necessary bilat-
eral agreements with foreign governments.

The Commodities DiVision, Bureau of Economic Affairs, 1s the
focal point in the Department for all title II activities and is
responsible for seeing that.there is appropriate liaison with of-~
fices, divisions, and regional bureaus within the Department. The
appropriate political desk officers of the fegional bureaus main-
tain day-to-day contact with staffs of ICA which are developing ti-
tle II programs. They provide informafion and advice on the for-
eign policy aspects of proposed programs. During the development
of programs; differenées of opinion between the staffs of ICA and
the State Department are usually resélved informally. When there

. is a difference that cannot be resolved informally, the appropri-

ate political desk officer of the State Department prepares a
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written statement of the issue, which is cleared with the Commodi-
tlies Division and then submitted by the Assistant Secretary for
the geographic area concerned to the Under Secretary for final de;
cision. Thé Under Secretary informs the Director, ICA, of the de-
cision reaéhed and requests that the program be prepared accord- |
ingly.

- Joint State-iCA instructions
to United States Operations Missions

After a program is approved, the State Department receives
from ICA a draft of instructions to the Uhited States Operations
Mission (USOM) or the United States representative in the country
affected. The instructions are cleared in the Department by the
Commodities Division and the political desk officer who'partici-
pated in the program development. The instructions are.then trans-
mitted by the Department or ICA as a Joint State-ICA message to
the appropriate USOM or United States representative. Copies of
the approved instructions arelfurnished to ICA and the intefesfed
offices, divisions, and regional bureaus of the Department.

ACTIVITIES AND PROCEDURES
OF THE DEPARTMENT UNDER TITLE IIT

The Department of Agriculture and the ICA administer the ti-
tle III, Public Law 480, program under which surplus foods are do-
nated to relief agencies for use in assisting needy persons out-
side thé United States. The Department of State coordinates pro-
posed programs of relief agencies with United States foreign pol-
icy objectives.

A staff member of the Commodities Division, Bureau of Econbmic

Affairs, represents the Department on an ISC subcommittee which is
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comprised of representatives of the Departments of State and Agri-
culture, the 'International Cboperation Administration, the Bureau
‘'of the Budget, and other interested agencies. The subcommittee re-
views proposed foreigh donation programs of relief agencies before
they are approved or disapproved by the ISC. The Department of
State repfesentative is responsible for giving clearance to these
progfams if they do not conflict with United States foreign policy.
Whén necessary, he consults with appropriate regional desk offi-
cers in the Department prior to clearing a program.

A staff member of the Commodities Division, Bureau of Eco-
nomic Afféirs, clears an anhual ICA program estimate of ocean
freight.charges to be paild from title II funds for the shipment of
commodities donated to relief'agencies under title IITI. He coordi-
nates the estimate with the approprilate reglonal desk officers in
the Stéte Department and notifies ICA by telephone of the Départ-

ment's clearance.
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DEPARTMENT OF THE TREASURY
RESPONSIBILITIES UNDER PUBLIC LAW 480
| The Department of the Treasury 1is responsible for activities
relating to the Agricultural Trade Development and Assistance Act
of 1954 (7 U.S.C. 1691) as follows:

1l. Prescribing regulations governing the purchase, custody,
deposit, transfer, and sale of foreign currencies re-
ceived under the act.

2. Custody and accounting for forelgn currencies received un-
der the act, including the examination of basic documents
covering the operations of United States disbursing offi-
cers handling the forelgn currency transactions..

3. Preparing reports on foreign currencies for the informa-
tion of the President, the Congress, the Bureau of the
Budget, and the public.

ORGANTZATTIONAL COMPONENTS PERFORMING
PUBLIC TAW 480 FUNCTIONS

The regular organization of the Treasury Department is used
in the activities of the Department under Public Law 480. An or-
ganizational chart of the Department is included in apbendix C,
page 485. The organizational components of the Department which
carry out the principal foreign currency activities are the Of-
fice of International Finance,'the Office of the Fiscal Assistent
Secretary, and the Bureau of Accounts.

The'Office of International Finance, as part of its general
function of advising and assisting the Secretary of the Treasury
in the formulation and execution of policies and programs relat-
ing. to the international financial and monetary field, represents
the Treasury on the Interagency Committee on Agricultural Surplus

Disposal (Francis Committee) and the Interagency Staff Commi ttee
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on Agricultural Sufplus D}sposal (ISC). The Director, Offlce of
Intérnational Fihance, 1s the representative of the Treasury De-
partment on the Francis Committee, and the legal adviser of that
Office is an alternate. An adviser on financial policy in the
Office 6f International'Finance is the designated representative
6f the Departmenf on the ISC and 1s an élternate on the Francis
Committee. |

The Fiscal Aésistant Secretary, under thé direction of the
" Under Secretary for Monetary Affairs, administers fiscal activi-
ties of“the Treasury Department through the Bureau of Accounts,
the Bureaﬁ of Public Debt, and the Office of the Treasurer of the
United States and coordinatesAthe'financial operétions.of other
departments, agencies, and corporations of the Govefnment with
those of the Treasury. He is'responsible for the administfation
of Treasury Circular No. 930, the basic regulation governing the
purchase, custody, transfer, and sale of queigh currency by exec¢-
utive departments and agencies."Thé Fiscal Assistant Secretary.
resolves questions of poiicy'which arise under‘the circular.

The Bureau of Accounts, under the Commissioner of Accounts,
cafries out most of the detailed operations relating to the ad-
ministration of Circular No. 930. The Divisibn of Central Re-
ports, Bureau of Accounts, maintains the central fdreign currenéy‘
accounts, examines the docupents‘and accountable statements on
foreign currency-submitted by the disbursing officers, and pre-
pares periodic reports on the purchase, custédy, transfer, sale,

and disbursement of foreign currencies. The Division of
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Disbursement, under the Chief Disbursing Officer,'exercises tech-
nical supervision over the United States disbursing officers and
assistant disbursing .offlicers who perform disbursing functions
under delegation of authority from the Chief Disbursing Officer.

- The disbursing efficers who maintain forelgn currency ac-
counts are responsiblelin general for the custody of foreign cur-
rency assets (usually kept in bank accounts), the acceptance of
deposits, the payment of certified vouchers, the malntenance of
foreign currency balances at adequate working levels, the mainte-
nance of accounting records, and fhp rendition of accountability
reports. The United States disbursing officers handle most of
the foreign currency acquired by the Government without purchase
with dollars. This entalls the maintenance of forelgn transac-
tlon (FT) accounts for the Treasury Department and for most of
the agencles, other than the Depertment of Defense, which are in-
volved 1n forelgn currency activity. The United States disburs-
ing officers also maintain the Foreign Serfice Advance.(FSA) ac;
count through which foreign currency transactions relating to dol-
lar receipts and appropriations are processed. |

The United States dlisbursing officers are located in coun-
tries whnere the Unlted States maintalns diplomatic posts and are
employees of the Department of State who disburse on behalf of -
the Treasury Department under delegation from the Chief Disburs-
ing -0fficer. The asslstant disbursing officers are employees Qf

the International Cooperation Administration who disburse on be-<

half of the Treasury Department under delegation from the Chief
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Disbursing Qfficer. There 1s only a small number of assistant
disbursing officeré, most of whom are in the South American coun-
tries. The assistant disbursing offlcers maintain a few foreign

currency accounts.

ACTIVITIES OF THE TREASURY DEPARTMENT
IN TITLE I SALES

The principal activitles of the Treasury Department in ti-
tle I sales programs are outllined below.

Treasury assists:ﬁlpreparation of sales agreeﬁents

The Treasury Department; through the O0ffice of Internafional
Finanée, assists. the Forelgn Agricultural Service, Department of
Agriculture, 1n preparing title I sales agreements by furnishing
information and advice on the requirements of the United States

- for the currencles of the respective countrles, the amount of for-
elgn currencles which should be earmarked for Unlted States uses
~under section 1O04(f) of Public Law 480, and the exchange rates at

which cﬁrrenéies should be acquired under title I sales agree-
ments. This asslstance 1s furnished through meetings, telephone
conVersations, and informal discussions with representativeslof
the Forelgn Agricultufal Service or other organizational units
prior to‘dr during the drafting of the agreements.

The Foreign Agricultural Service, Department of Agriculture,
furnishes tﬁe draft of each proposed title I sales agreement to
the Treasury Department aﬁd other ISC members in advance of the
committee meeting at which the agreement is to be considered.

This enables the Department to determine its position on the
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programed uses and to present the position at the ISC meeting

during review-of the agreement.

ISC representative coordinates
and clears sales agreements

The Treasury Department's representative on tbe ISC reviews
a proposed ‘sales agreement and coordinates and clears it with the
appropriate country specilalists, the exchange rate‘technicians‘con-
cerned, and the legal adviser in the Office of International Fi-
nance. The agreement 1s'coord1nated also with interested offi-
clals in the Office of the Fiscal Assistant Secretary and the Bu-
reau of Accounts and with the Treasury representative on the
Supplemental Stockpile Advisory Committee on Barter. Thé pur-
poses of the review; coordination, and clearanée are to determine
whether the programed uses fall within the international finan-
clal policies of the Secretary of the Treasury and the National
Advisory Councll on International Monetary and Financial Problems
(NAC) and to establish a coordinated Department position.to pre-
sent to the ISC. I

How the Treasury position on'a.salesagreement
1s determined and presented to the ISC

The Treasury Department's position on a proposed sales
agreemeﬂt 1s established by the ISC representative on the-basis
of the results of reviews of the programéd uses by the O0ffice of
Interﬁational Finance and other offices of the Treasury Depart-
ment concerned wifh such programs. This position is usually
based on the general policles established by the Secretary of the
- Treasury in advising on prior programs, current ﬁnélysis of
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information obtained from reports on uses of foreign currency,
known requlrements of other agencles, previous experience in
these programsg and.other pertinent background information.
When appropriate, the decision as to the Treasury position 1is
made or approved by the Director of the O0ffice of Internatlonal
Finance,.the Assistant Secretary, or the Under Secretary of the
Treasury.

The~Treasury representative on the ISC presents the Treasurv
position at the ISC meetings. He may change the Departnent's
position’on a program, but, when the problem involved warrants 1t,
he obtains the approval of the Director of the Office of Interna-
tional Finance or higher authority before stating the change and
approving the program. |

The Treasury Department furnishes information and advice to
the ISC on the appropriate rate of exohange for forelgn currency
to be ‘derived from the proposed sale of surplus agricultural com~
modities. This 1is done through the Treasury representative on

" the ISC subcommittee on forelgn exchange on which the Departments
of State and Agriculture, the Bureau of the Budget, and ICA are
also represented. The information'and advice arelbased on'the
general policies governing exchange rates established by the Na-
tional Advisory Council on International Monetary and Financial
Problems. In most instances surplus-agricultural commodltles are
sold under Public Law 480 sales agreements at the_exehange rate

applicable, on the date of dollar payment, to the largest percent-
age of 1mports of the country to which the sale 1s made.
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.After the sales agreement has been approved by the ISC, the
Treasury Depdrtméﬁt representative returns from the ISC meeting
with copigs 6f the anproved drafts of the sales agreement and the
negotliating instructions. Coples are distributed to interested
offices Within the Department. Later, the Department receives
coples of the sales agreement and negotiating Instructions sent
by tbe Department.of State to.the embassies for negotiation.
Questions on financial matters which arise during the negotia-
tions are generally referred to the Treasury Department for ad-
vice..

TREASURY DEPARTMENT REGULATTIONS AND
TNSTRUCTIONS UNDER PUBLIC LAW L4830

The Preslident, by Executive Order 10560, dated September 9,
195#, authorized the Secretary of the Treasury to prescribe regu-
lations governing the purchase, custody, deposit, transfer, and
sale of foreign currencies received under Public Law 480. The
prinéipal regulations and instructions 1ssued by the Treasury De-
partment are described below. |

Treasury Devartment Circular No. 930
made applicable to Public Law 480

Under authority of Executive Order 10488 of September 23,

1953, the Secretary of the Treasury, by Department Circular

No. 930, dated October 19, 1953, prescribed regulations for admin-
istration of the purchase, custody, transfer, and sale of foreign
exchange (including credits and currencies) by executive depart-

ments and agencles of the United States.
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Pursuant to Executive Order 10560 of September 9, 1954, the
Secretary of the Treasury amended Circular No. 930, by supplement
'~ No. 1, dated December 28, 1954, to make the regulations and in-
structions issued thereunder apply to the purchase, custody, de-
posit, transfer, and sale of all foreign currencles received by
executive departments and agenciles of the United States under
Public Law 480. The supplement provides that collections under
the act . shall be deposited only with Unlited States disbursing of-
flcers who are employees of the Department of State operating un-
der'deiegation from the Chief Disbursing Officer of the Treasury
Department.
The regulations in Department Circular No. 930 are based on
the following general principles:
1., All forelgn currencies collected must be turned over to
+ dlsbursing officers of the Federal Government to be held
for account of the Secretary of the Treasury in specially
designated foreign transaction (FT) accounts.
2. The currencies must be accounted for in the officlal ac-
counts of the disbursing officers. The accounts are sub- .
Ject to audit by the General Accounting Office, and re-
ports relating to the currencies are prepared from them.
3. Withdrawals of the currencies are permitted only upon au-
thorizations from the Treasury Department for sales for
dollars or for use without reimbursement to the Treasury

~as authorized by law.

4. The currencles must be deposited only in depositaries des-
ignated by the Treasury Department.

5. The purchase of a particular currency in the market is
prohibited 1f the currency 1s available with the Treasury
for the use intended. .

6. No disbursing officer may purchase forelgn currency which,
together with the balance on hand at the time of purchase,
would exceed estimated requirements for a 30-day period
or for shorter periods in some instances.
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Other Instructions and regulations
In addition to Department Circular No. 930, instructions on

the custody, control, accounting, and reporting for foreign cur-

rency have been 1lssued as follows:

ll

CA-2516, dated November 6, 1953--a jolnt State, Treasury,
Forelgn Operations Administration, and United States In-
formation Agency instruction to certain American diplo-
matic and consular posts on the general effect of Execu-
tive Order 10488, dated September 23, 1953, which pro-
vides for the issuance of regulations by the Treasury
Department for the purchase, custody, transfer, or sale
of forelgn exchange.

CA-4325, dated January 5, 1955--general instructions from
the Fiscal Assistant Secretary of the Treasury to certain
American diplomatic and consular posts relating to ac-
counting and reporting forelgn currencies received from
the sale of agricultural commodities under various provi-
sions of law. Part I deals with forelgn currencies re-
ceived under Public Law 480.

Department Circular No. 967, revised June 17, 1957--in-
structions to heads of Government departments and agen-
cles and others concerned for reporting estimated foreign
currency collections and forelgn currency requirements.
Reports, submitted annually, contain estimates for the
current fiscal year (the year in progress at the time of
the report) and the next succeeding year. They are used
by the Treasury Department in complling for the Presi-
dent's Budget the over-all estimates of dollar recelpts
to be derived from the sale of forelgn currencies to Gov-

" ernment agencles. -

Detaliled accounting and reporting instructions issued
Jointly by the Treasury and State Departments to Unilted
States dilsbursing officers and other authorilized personnel
of agencles deslignated to use forelgn currencies received
from sales under Public Law 480. . These instructions
which supplement and amend CA-4325, dated Jamuary 5, 1955,
are 1lssued separately for each title I sales agreement.

The detailled accounting and reporting instructions are

drafted in the Foreign Currency Branch, Division of Central Re-

ports, after the sales agreement has been signed. They are sent
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to the Department of Agriculture (Foreign Agricultural Service

and Commodity Credit.corporation), the Department of State, and
the International Céoperation Administration for clearance’ by
telephone or by return of the draft. The instructions are

cleared with appropriate officlals within the Fiscal Service of
the ‘Treasury Department and are approved by the Fiscal Assistant
Secretary of the Treasury. The approved instructions are for-
warded to the Department of State for dispatching as Joint
Treasury-State messages to the appropriéte United Stateé disburs-
ing officer abroad and other authorized personnel of agencles des~
ignated to use the foreign currency. The Department of State (Of-
fice of Finance), the Department of Agriculture,‘Commodity Credit
Corporation (CCC) and Foreign Agricultural Service (FAS), the Bu-
reau of the Budget, and the Géneral Accounting Office usually
recelve coples of the accounting instfuctions sent to the disburs-
ing officers. | |

CUSTODY, CONTROL. ACCOUNTING. AND
REPORTING OF FOREIGN CURRENCIES

The principal activities and procedﬁres of the Treasury De-
partment relating to the custody, control, accountihg, and report-
ing of forelgn currencies under Public Law 480 are outlined below.
Deposit and custody of forelgn currency

Section 105 of Public Law 480 requires that forelgn curren-
cles rgceived from the sale of_surplus agricultural commodities
under the act be deposited 1n a spegial account to the credit of

the Unlted States and that these currencies be used ohly pursuant
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to section 104 of the act. The currencies are deposited in banks
in the forelgn countries as designated 1In the sales agreements.
If a sales agreément-does not designate a bank, the selection is
made by the Fiscal Assistant Seéretary of the Treasury, usually
upon the recommendation of his Technical Assistant. This is a
case-by-case determinaﬁion based on the pertinent facts and condi-
tions. Consideration ié given to the wishes of the country, the
reliability and economic condition of the bank, and other factors
affecting the United States interests and foreign poiicy.

American banks in the ﬁurchasing country are used whenever
possible. If no Américan bank is available, the funds are depos-
1ted in the Central Bank of the country. In some cases Public
Law 480 funds are deposited in American banks, the Central Bank,
and commercial banks, all in the same country. |

Commodity Credit Corporation verifies deposits

The Commodity Credit Corporation finances the sale of sur-
plus agricultural commodities to foreign countries and 1s respon-
sible for making sure that the forelgn currencies derived from
these sales are deposited in the United States disbursing offi;
cers'! accounts 1n accordance with the arrangements made between
the Govefnment of the United States and the importing countries.
The Treasury Department furnishes deposit information and other
data for use by the Commodity Credit Corporation in discharging
thils responsibility.

The Forelgn Currency Branch, Treasury Department, furnishes

the Fiscal Division, Commodity Stabillzation Service, a copy of

305



the examined account current of the disbursing officer, together
with either duplicate copies of documentation or an adding ma-
chine tape which shows the amounts of forelgn currency deposits,
the amounts of rela%ed dollar disbursements, and the amount of
each dollar disbursement times the deposit rate of exchange and
the resulting amount of foreign currency. These calcglations are
identified by the applicable Department of Agriculture purchase
authorization numbers.

When fheré is an overdeposit of local currency, the Commod-
ity Stabilization Service submits a certified refund voucher
(SF-1166) to the Division of Disbursement; Treasury Depértment.
This Division examines the refund voucher for pfbper certifica-~
tion and forwards it with a covering memorandum to the United
States disbursing officer fof payment to the foreign'country or
bank from the Treasury Public Law 480 foreign curreﬁcy account.
The refund 1s reported by the disbursing officer on his monthly

account current. A\

Treasury and agency Public Law 480
forelgn currency accounts

Foreign cﬁrrenciés acquired under Public Law 480 are. cred-
ited to the Treasury foreign transactions (FT) account for Public
Law 480 collections where they are held peﬂding transfer to
agency FT éccounts (withdrawals without reimbursement) for expend-
iture without charge to appropriations, or transfer to dollar ac-
countability (sales for dollars) for expenditufeS'chargeable to

agency appropriations. The FT designation 1is used to identify
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all foreign currency funds which are acquired without payment of
dollars and handled outside the regular dollar accounts of the
Government. |

A symbol consisting of three basic parts 1s assigned to each
FT account as follows:

1. A prefix number identifiles the agency which 1s responsi-
ble for the account. Each agency has a two-digit numeri-
cal symbol which identifies all i1ts accounts, dollar
funds as well as foreign currency funds. The number 20
identifies the Treasury Department.

2, The letters "FT" designate "foreilgn transactions."

3. The basic account symbol identifies the source of cur-
rency and 1ts general avallabllity for sale or free use.
‘A three-digit account symbol denotes free-use currencles,
and a four-diglt symbol identifies currenciles to be sold
for dollars. The symbol "580" identifies foreign cur-
rency collected under Public Law 480.

- The Treasury "FT" account symbol for the deposit of foreign
currency received under Public Law 480 is "20 FT 580." The basic
symbol "580" is used to designate the first nonguaranteed sales
agreement for each country. The suffixes "2," "3, etc{,.after
the basic symbol deéignate the second, third, etc., nohguaranteed
agreements. The suffix "G" 1is used to designate agreements which
provide for a guarantee of the exchange rate. Public Law 480 for-
elgn currencies are maintained in this account until the curren-
cles are transferred to the Treasury sales account or to the
agency accounts.

The Treasury "FT" account symbol for Public Law 480 foreign

currencies avallable for sale for dollars to United States agen-

cles is "20 FT 4336.v
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An agency Public Law 480 "FT" account is identified by the
agency's prefix number, the letters "FT," and the basic account
 symbol "580." .

Procedure for withdrawal of foreign currency
~without reimbursement to the Treasury

Foreign currency received under Public Law 480 may be with-
drawn under sectlion 104 by designated departments and agencies,
after apportionment by the Bureau of the Budget, for certain au-
“thorized purposes without reimbursement to the Treasury. This is
done by transfer of forelgn currency from the Treasury FT ac-
counfs to the agency FT accounts without charge to agency appro-
priations. _

After receiving an allocétion and apportionment of funds
from the Bureau of the Budget, the department or agency submits a
requisition to the appropriate United States disbursing officer
abroad requesting that a specific amount of foreign currency be
transferred from the Treasury FT account to the agency FT ac-

count.l

The requeéting officer certifies that the forelgn cur-
rency is to be.used in accordance with the provisions of‘the

~sales agreement and ié within available allocationé and apportioﬁ-
ments made by the Bureau of the Budget for specific purposes and

~ may be used without reimbursement to the Treasury on the basis of

information from headquarters. The disbursing officer makes the

1When this section was belng reviewed, the Tredsury Department

and the Bureau of the Budget were considering a change in the
proced%re for the transfer of forelgn currencles to agency FT
accounts. ‘
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transfer in hls accounts and reports the amount in foreign cur-
rency units on his account current which 1is sent through the Divi-
sion of Disbureement-to the Forelgn Currency Branch of the Divi-
sion of Central Reports.

The Foreign Currency Branch, Division of Central Reports,
examines the disbursing officer's account current and supporting
documents to determine whether such tranSfers were made under
proper authorization. The transfers are‘pcstedffrom the account
current to the central summary accounts and the allocation con-
trol ledger. | | | |

The Foreign Currency Branch computes the United‘States dol-
lar equivalent of withdrawals of foreilgn currency in the central
summary accounts at a weighted average collection rate when the
transfer 1s made to an agency acccunt for the purpose cf making
loans or grants to forelgn gdvernments. When the transfer is for
other purposes, the United States dollar equivalent usually'1s
computed at the prevailing rate at which the United States dis-

bursing officer'sells.foreign currenciles to other agencles,

Procedures for sale of forelgn currencies
for dollars

Treasury regulations (Department Circular No. 930) prcvide
that, unless authorized by the Secretary of the Treasury, no de-
partment or agency or accountable officer shall purchaae, or di-
rect the purchase of, forelgn eXchange from any source outside
the Government of the United States other than to the extent that
exchange for_the purpose intended_is not availableifor purchase

from the Treasury Department.
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The dollars derived from sale of Public Law 480 foreign cur-
rencies are credited to the CCC. Through June 30, 1959, Treasury
had been authorized to sell $4+17.6 million in Public Law 480 for-
eign currenéies to agencies, and total reimbursements to CCC were
$228.5 million. |
| - The transfer and sale of Public Law 480 foreign currency for
dollars is handled and accounted for as follows: |

1. The Director, Bureau of the Budget, notifies the Secre-
tary of the Treasury, by letter, as to the amount of Pub-
lic Law 480 foreign currency which is allocated to Treas-
ury for sale to any United States agency for any purpose
for which appropriations are available. This allocation
by the Bureau is made after the sales agreement 1s signed
and is recorded in the allocation control ledger main-
tained by the Foreign Currency Branch.

- 2. The Bureau of the Budget authorizes the Treasury Depart-
ment, by letter, to transfer specific amounts of foreign
currencies, previously allocated for sale, from the Pub-
lic Law 480 collection account 20FT580 to the Treasury's
Public Law 480 sales account 20FTW4336. If an additional
amount of a particular foreign currency is needed for
sale and there is a balance available from amounts previ-
.ously allocated for sale, the Treasury prepares and for-
wards to the International Division, Bureau of the Budget,
a form "Request for and Authorization for the Transfer of
Foreign Currency Received under Public Law 480 to Secre-.
tary of the Treasury Sales Account 20FT4336" signed by
the Fiscal Assistant Secretary of the Treasury, which re-
quests authorization to transfer a specific amount or the
maximum amount of the currency avallable for sale.to '
Treasury sales account 20FT4+336.

3+ When a foreign currency has been deposited in a Public
Law 480 collection account and the currency- is needed by
the Treasury Department for sale, but no allocation of
the currency for sale has been received from the Bureau
of the Budget, the Treasury prepares and forwards to the
‘International Division, Bureau of the Budget, a form "Re-
quest for Allocation and Authorizdtion for the Transfer
of Forelgn Currency Received under Public Law 480 to Sec-
retary of the Treasury Sales Account 20FT4336," signed by
the Fiscal Assistant Secretary of the’Treasury, which re-~
quests the allocation for sale and authorization to
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' transfer a specific amount or the maximum amount of the

currency availlable for sale to Treasury's sales account
20FT4336.. Letters allocating Public Law 480 forelgn cur-
rencies for sale are signed by the Director, Bureau of
the Budget, and authorization letters and forms authoriz-

ing the transfer of such currencies to the sales account

are signed by the Chief, International Division, Bureau
of the Budget.

The staff of the Treasury Department maintains a continu-
ing informal check with the staff of the Bureau of the
Budget regarding the status of foreign currency deposits
to determine whether they may be released for Treasury
sales or are committed by the sales agreement for other
purposes.

Upon receipt of the Bureau of the Budget authorization,
the Fiscal Assistant Secretary instructs the appropriate
United States disbursing officer to transfer a specific
amount of foreign currency from the Treasury's Public Law
480 collection account, 20FT580, to the Treasury's Public
Law 480 sales account, 20FT4336. Coples of this instruc-
tion are furnished the Departments of State and Agricul-
ture and the Bureau of the Budget.

The disbursing officer makes the transfers of foreign cur-
rency in his accounts and reports these transactions in
foreign currency unlts on his account current through the
Division of Disbursement to the Division of Central Re-
ports.

The United States disbursing officer sells the currencies
from Public Law 480 sales account to himself (Foreign
Service Advance account) and other disbursing officers

for the payment of United States obligations for which
foreign currencies must be purchased with dollars. This
results in transfers of foreign currency from Treasury 20
FT account into the Forelgn Service Advance account (FSA),
the dollar accountability account of United States dis-
bursing officers, or into dollar accountability accounts
of disbursing officers other than Unlted States disburs-
ing officers. The transfers are consldered as sales in
the Treasury FT account and as purchases in. the Foreign
Service Advance account of United States disbursing offi-
cers and in other similar dollar accountability accounts.
In some instances the Treasury Department in Washington
sells FT currency to other agencles 1n Washington. The
Treasury receilves dollar checks and in turn instructs the
disbursing officers to disburse the foreign currency from

"the Treasury FT account in the fileld.

311



8. The Fiscal Assistant Secretary, upon the advice of the
0ffice of International Finance, establishes the rates of
exchange at which foreign currenciles are sold by the
Treasury Department to other agencies. The rates gener-
ally used are those that would otherwise be avallable to
the. United States Government for the acquisition of for-
elgn currency for its official disbursements. The Treas-
ury Department in consultation with the agencies con-
cerned determines the rate of exchange to be used 1f the
rate 1s not readily ascertainable. _

9, Proceeds from sales of Treasury Public Law 480 FT funds
to United States disbursing officers and disbursing offi- -
cers of other agencies are credited to Commodity Credit
Corporation fund account 12X4336 and reported to the Divi-
sion of Disbursement on Form SF-1221, Statement of Trans-
actions--Commodity Credit Corporation. Sales are shown
in the Treasury FT account and reported by disbursing of-
ficers on the monthly forelgn currency accounts current,
Form FS-488.- :

10. The credit to the Commodity Credit Corporation checking
account of dollar proceeds of forelgn currency sold from
Treasury's Public Law 480 sales account is effected
through the use of Treasury Form 593, Funding Authoriza-
tion for Checking Account.. The Division of Disbursement
prepares this funding document on the basls of informa-
tion reported on Form 8F-1221 by United States disbursing
officers. The document 1s slgned and sent to the Treas-
urer of the United States by the Division of Central Ac-
.counts which maintains the central dollar accounts of the
disbursing officers. After crediting the corporation's
checking account as' directed, the Treasurer sends two cop-
ies of the funding document %o the corporation and re-
turns a copy to the Divisien of Central Accounts for post-
ing to the accounts. All coples are dated and signed man-
ually for the Treasurer.

Central summary accounts

The Forelgn Currehcy Branch, Division of Centfal Reports,
maintains a set of central summary accounts, consiéting of a for-
elgn currency subsidiary ledger and a control ledger, for foreign
currency transactions..'The ledgers are used to estab1ish and
maintain central controi over foreign currenéyVacquiped without

purchase with dollars, under various programs of the Government,
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including Public Law 1480 programs, until such time as the cur-
rency 1s sold;for:dollars and becomes part of disbursing officers!
dollar accountabllity or until it 1s withdrawn for use by agen-
cles without charge to dollar approprlations as specifically au-
thorized by law. . |

The foreign currency subsldiary ledger 1s the basic record
of transactions and balances 1n all currency under Treasury De-
partment custody and accounting control. ' It consists of about
275 accounts maintained by country and by program or source of
currency. About 76 countries and 25 major active sources of cur-
rency are involved. Postings to the ledger are made from the
Treasury FT accounts current of United States disbursing officers,
from summaries of bank documents supporting informational media
guaranty accounts, and from'other documents.

The necessity for determining the appropriate exchange rates
and converting forelgn currency units to dollar equivalent makes
the malntenance of the subsidlary ledger difficult. At ieast 76
different currencles are involved, and, due to international
agreement or special conditions, two or more accounts for the

same country may require the use of different rates of exchange.

The subsidiary ledger shows the foreign currency units and
the dollar equivalent of opening and closing balances, return'oﬂ
unexpended balances, transfers and conversions, collections, with-
drawals without reimbursement, sales for dollars, and adjustments

due to rate fluctuation.
The foreign currency control ledger summarizes transactions

and balances by country in contrast'to the detall by country and
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account in the subsidiary ledger. Postings are made in foreign
currency units only, and trénsactions are summarigzed ihto two
' categories-;feceipts énd'withdrawals.- Postings ére made monthly
from summar& totals of transactions ;eported on disbursing offi-
cers' accounts current and othef medla. _The subsidiary ledger is
reconciled to thls control ledger each month.
Public Law 480 allocation control ledger

In'additioh to the.foreign'currency subsidiary and éontrol
ledgers, the Foreigﬂ Currency Branch maintains_a ledger for con-
troiling allocations of foreign currency'by.the Bureau of the
Budget'tb'Government.agencies as authorized under Public Law 4+80.
The amount of foreign currency allocated to the agencles, as
shown by the‘Bureau of the Bﬁdget's allocation letters, and the
amount of foreigﬁ currency acfuall& transferred to agency foreign
transaction accounts, as reported on the disbursing officers!
-monthly.accounts current, are posted to the allocation control
ledger. Although currencies authorized for loans under section
104(e) and (g):of'the act are exempt from the allocation require-
ment, the amounfs authorized for lcans,'as stated in the agree-~
ments, are also_posﬁéd to the allocation control ledger. This
ledger is the only formal central control maihtainéd of Public
Law 480 allpcations in the Government and is used to reveal un-
authorized withdrawals of fundé and to supply data for reporfs on

the Public Law 480 programs.
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Administrative examlination of
Treasury FT accounts current

Public Law 480 foreign currency transactions are recorded in
United States disbursing officer FT accounts abroad and reported
monthly on Form FS-488, Foreign Currency Funds Statement of Trans-
actions and Accounts Current, to the Division of Central Reports
through the Division of Disbursement. The Division of Disburse-
ment makes a preliminary audit of the accounts current for mathe-
matical accuracy and conslstency with related agency foreign
transaction accounts current and dollar accountability reports.
The Foreign Currency Branch, Division of Central Repofts, exam-
ines them for compliance with forelgn currency leglslation and
regulations. |

The administrative examination of the accdunts current 1s
one of the key operations of the Foreign- Currency Branch. The ex-
amlnation involves a review of each transaction for conform;ty
with:

1. General Accounting Office regulations and generally ac-
cepted accounting principles.

2, Treasury regulations governing the fiscal control of for-
“elgn currency.

3. Public laws, International agreements, and administrative
regulations pertalning to the sources and uses of forelgn
currency. _

The examination includes analysils of documents supporting trans-
actlons and balances, determlnation of compliance with procedural
Instructions, and the resultant writing of exceptlon notlces and

adjustment of accounts.
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Treasury examination of budget status reports

The Treasury Department and the Bureau of the Budget have
agreed to use the Report on Budget Status, Standérd Form 133, pre-
scribed by Bureau of the Budget Circular A-34%, as the basic re-
porting document for agency FT accounts. Administrative agenciles
acquiring foreign currencies from the Treasury without payment of
dollars are required by Treasury Department Circular No. 930, as
amended on August 2, 1957, to furnish a copy of each report on
budget status, Standard Form 133, to the Division of Cehtral Re-
ports, Treasury Department, at the same time the form is sent to
the Bureau of the Budget.

Under an informal memorandum of understanding between the
Treasury Depértment and the Bufeau of the Budget, the Division of
Central Reports examines approximafely one fourth of these re-
ports each quarter to verify that: |

1. Transfers, disbursements, and balances of foreign cur-

rency are consistent with data reported on disbursing

officers' accounts current.

2. Balances of allocations agree with the Foreign Currency
Branch allocation control ledger.

3. Conversions of currency figures to dollar équivalents con-
form to the principles set forth in Budget Circular A-3k4
and Treasury Circular No. 930.
The agency concerned and the Bureau of the Budget are noti-
fled of any exceptlons taken to the reports submitted by adminis«

trative agenciles.

316



Treasury Department forelgn currency reports

The Budget and Accounting Procedures Act of 1950, approved
September 12, 1950 (64 Stat. 832), directs the Secretary of the
Treasury to'prepare reports for the Information of the President,
the Congress, the departments and agencies concerned, and the pub-
lic, which will present the results of the financlal operations
of the Government. The Division of Central Repbrts is responsi-
ble for preparing these reports. ' ‘

The major reports lssued by the Treasury Department relating
to Public Law 480 foreign currency are as follows:

1. Monthly report on transactlions in Public Law 480 Treasury
accounts showlng, by country and agreement, the cumula-
tive totals of collections, withdrawals, and balances,

2. Quarterly report on all forelgn currencies in custody of
the Treasury Department, showing the fiscal year trans-
actions and balances by sources and countries,

3. Cumulative quarterly report on status of funds under Pub-
lic Law 480 agreements, showing the transactions and bal-
ances by countrles, agreements, programs, and agenciles,
the agreement totals, programed amounts, collectlon of
-currencles, allocatlions, wlthdrawals, and balances in
Treasury and agency accqunts, and

4. An annual report, for publication in the Combined State-
ment of Receipts, Expenditures, and Balances of the
United States Government, of all forelgn currency funds--
both Treasury and agency--detalled by country and account.

The Office of the Fiscal Assistant Secretary 1ssues a
‘monthly flash report of foreign.currency balances held by the
‘Treasury Department and a quarterly estimate.of the. amounts of
forelgn currencies needed by executive departments and agenciles

for the ensulng quarter excluslve of the balances of such
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currencles on hand or to be made available under specific pro-
grams. The quarterly estimate 1s based on reports submitted by

the departments and agencies.,
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BUREAU OF THE BUDGET

RESPONSIBILITIES OF THE BUREAU
UNDER PUBLIC LAW 0

The Bureau of the Budget 1s concerned principally with the al-
location and the appbrtionment of‘foreign currencies which accrue
under title I of the Agricultural Trade Developmentland Assistance
Act of 1954 (7 U.S.C. 1691). The Director is responsible under Ex-
ecutive Order 10560, dated September 9, 1954, as amended, for épe-
cific functions in the administration of the act as follows:

l. Fixing, within the terms of a sales agreement and relevant
appropriations, the amounts of foreign currencies which ac-
crue under title I of the act to be used for the purposes
described in the respective. lettered paragraphs of section
104 of the act, except amounts to be used for loans under
section 104(g) and loans by the Export-Import Bank under
section 10%(e) and, to the extent necessary, allocating
amounts so fixed among the Government agencies concerned.

2. Waiving the applicability of section 1415 of the Supple-
mental Appropriation Act, 1953 (31 U.S.C. 724), to foreign
currencies used under Public Law 480 for grants under sec-
tions 104(d) and (e) and for payment of United States obli-
gations involving grants under section 104(f) and to not
less than 10 percent of the foreign currencies which ac-
crue under title I when the Director determines that such
applicability would be inappropriate or inconsistent with
the purposes of title I. ‘

3. Designating the agency or agencies, other than the Na- .
" tional Science Foundation, to carry out the purposes au-
thorized by section 104(kx) of the act.

ORGANTZATTONAL COMPONENTS PERFORMING
PUBLIC LAW 480 FUNCTIONS

The regular organization of the Budget Bureau performé the
functions for which the Bureau is responsible under Public Law §80.
An organizational chart of the Bureau is included in appendix C,
page 488, | '

An Assistant Director represents the>Budget Bureau on the In-

teragency Committee on Agricultural Surplus Disposal (Francis
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Committee). A staff member of the International Divisjon repre-
sents the Bureau on the Interagency Staff Committee on Agricul-
tural Surplus Disposal (ISC) and serves on the Francis Committee
in the absence of the designated Budget Bureau representativé.

Each division of the Budget Bureau 1s concerned with a broad
segment of the Government program and, for i1ts program area, exam-
ines dgency programs and requests for funds and for apportionments
of appropriations and foreign currencies, gives continuing atten-
.tion to the execution of the budget, reviews and develops recom-
.méndations on proposed legislation, stimulates and assists the

.agencies in the lmprovement of management and organization, and un-
dertakes special projects, including those relating to long-~range
budgetary and fiscal analysis and organizatliongl planning. The In-
térnational Division is the focal point in Phe Bureau' for title I,
Public Law h80, pfograms and 1s responsible for coordinating and
clearing, or obtaining clearance of,‘the$e programs withinp the Bu-
reau.

The Offlce of Budget Review establishes basic proéedures for
agency submissions and Bureau action and cdordinates the review of
budget proposals,'including those which reiate to Public Law 480.
The General Counsel prdvides legal advice as needed.

The Director, Bureau of the Budget, allocates foreign curren-
cles to an agency for authorized ﬁses under Public Law hBO. .The
approval of the apportionmént of foreign currenéies is delegated,
under general delegation of authority for apportibnmenfs, to the

chiefs of the divisions of the Budget Bureau.
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ACTIVITIES AND PROCEDURES OF THE BUREAU
IN TITLE T SATES PROGRAMS

.The Foreign Agriculture Serviece, Department of Agriculture,
furnishes to the Budget Bureau, in advance of each ISC meeting, a
draft of thé proposed programs for the sales of surplus agricul-
tural commodities under title I of Public Law 480 which are sched-
uled to be discussed at the meeting. This procedure enables the
Bureau to determine its position'on programs for presentation at
the ISC méeting.

The principal acti#ities and procedureé of the Budget Bureau
in the review and cleafance of proposed title I sales programs are

outlined below.

ISC representative coordinates
and clears sales programs

The ISC representative of the Bureau reviews proposed sales
programs and coordinates and clears them with the appropriate
budget examiners in the interested divisions in the Bureau.

In clearing the sales programs the Bureau is concerned princi-
pally with the proposed uses of foreign currency and whether (1)
the maximum feasible amount of forelgn currency 1s made avallable
for sale for dollars in the countries where United States-owned
foreign currency is needed, (2) the preference implied in Public
Law 480 for using foreign currency for economic development'loans
instead of grants is properly implemented in an agreement, and (3)
account is taken of the relationship betweén the Mutuai.Security
and Public Law 480 programs in programing shipments of éurplus
agricultural commodities and proposed uses of'foreign currency.

In addition, the Bureau 1s concerned with whether the usual
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marketings of the United States have been considered in the pro-
posed sales programs and whether the clearance of the Secretary of
Agriculture has been obtained where non-price-support commodities

are included in the programs.

How the Bureau's position on a sales program
is determined and presented to ISC

The position of the Budget Bureau on a proposed sales program

is established by the ISC representative on the basis of the re-
‘sults of reviews by the divisions of the Bureau concerned with the
"program. This position 1s usually based on the general policles
estéblished by the Director for prior programs, é current analysis
of ipformation obtained from reports on uses of foreign currency,
the known requirements of the using agencies, the experience of
the Bureau with title I programs, and other pertinent background
informétion. When appropriate, the decision as to the Budget Bu;
reau position is made or approved by the Chief of the Interna-
tional Division; an Assistant Director, the Deputy Director, or
the Director.

The Bureaﬁ representative on the ISC is a member of an ISC
ad hoc working group, the duties of which include reviews of the
proposed uses of‘foreigh currency under title I saleé programs.,

He 1s also a member of the ISC subcommittee which reviews-the fi-
nanclal problems, such as exchange rates; of these programs.'

The ISC representative presents the Budget Bureau position on
proposed sales programs at ISC méetings. He may alter the Bureau
position within the area of responsibility delegated to him, but,
when a problem warrants it, he submits the problem to the Chief of
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the International Division or higher authority in the Bureau for
decision before stating any change in the Bureau position.

When a waiver of section 1415 of the Supplemental Appropria-
tion Act, 1953, 1s desired for a proposed use of foreign currency
in a sales program, the ISC representative reserves final approval
of the program until the waiver 1s approved by the Director of the
Bureau. |

.After a sales program has been approved by‘the IsC, the Bu-
reau represéntativé returns from the ISC ﬁeeting'with a copy of a
revised draft of the sales agreement and the negotiating instruc-
tions. Later, the Bureau fepresentative receives copies of the
ISC approved sales agreement and the negotiating instructions dis-
patched by the Department of State to the appropfiate United
States Embassy.

Director of the Bureau waives applicability of section 141

-of the Supplemental Appropriation Act, 1953, when appropriate
Public Law 480 provides that section 1415 of the Supplemental

Appropriation Act, 1953 (31 U.S.C. 724%), unless waived; shall ap-
ply to not less than 10 percent of the foreign currenciles received
under title I and to all foreign currencies used for grants undér'
104(d) and (e) and for payment of United States obligations involv-
ing grants under 104(f). Section 1415 provides that, Qith certain
exceptions, foreign currency credits owed to or owned by the
United States Treasury will not be avéilable for expenditure by
agencies of the United States unless provided for ahnually in ap-
propriation acts. This section also authorizes the inclusion iﬁ
general appropriation acts of provisions for the utilization of

such credits for purposes authorized by law.
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The President of the United States 1is authorized by Public
Law 480 to wailve the”applicability of sectioh 1415 in any case in
which he determines that 1t would be inappropriate or inconsistent
ﬁith the purpose of title I of Public Law 480. The President, by
Executive Order 10560, -delegated his function of waiving the appli-
| cability of section 1415 to the Director, Bureau of the Budget.

Requests for waivers of section 1415 for grants under section
104(e) are submitted in writing to the Director of the Budget Bu-
reau by the Department of Staté or other using agency prior to ap-
pfoval of a sales program by the ISC. Waiver requests fof grants
under sections 104(d) and (f) are included in allocation requests
from'the.uéing agency. Requests must show the basis for a finding
by the Director that the application of section 1415 in the partic-
ular instance would be inappropriate or inconsistent with the pur-
poses of title I of the act. | |

A request for waiver for a specific program is normally re-
viewed in:the Budget Bureau by the same staff that examines the
agency dollar budget. This staff generally considers (1) the na-
ture and purpose of the proposed project, (2) the specific needs
- of the foreign country fof a foreign curréhcy grant,:and (3)
whether foreign currenéy in excess of United States use require-
ments 1is available for the proposéd grant. The examining staff
submits recommendations through fhe General Counsel to the Direc-
tor for final action. .

The Director notifies the requesting agency iﬁ writing of his
decision and, when helintehds to issue a formal waiver, includes

this information in the notice to the agency. The Bureau ISC
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representative notifles the ISC of the Director's action which en-
ables the Committee to proceed accordingly with the development.
and approval of '‘a particular sales agreement. The Director in-
cludes a formallwaiver of section 1415 in his allocation letter to
the requesting agency.

INSTRUCTIONS ISSUED BY THE BUREAU
RELATING TO PUBLIC LAW 480 ACTIVITIES

The principal instructions issued by the Bureau of the Budget
relating to foreign currency accruing under title I sales programs,
excluding foreign curréncy sold for doliars, are as follows:

1. Circular No. A-11, revised, dated July 22, 1959, sets
forth the instructions for the preparation and submission
of annual budget estimates. Section 73 of the circular
describes the schedules required to be submitted for for-
elgn currency accounts. i

2. Circular No. A-34, dated July 25, 1957, issued pursuant to
section 3679 of the Revised Statutes (31 U.S.C. 665), pre-
scribes the procedures and standard forms for making appor-
~tionments and reports on the budget status of funds, appro-
priations, and other authorizations. Section 64 of the
circular provides for apportioning and reporting foreign
currency funds and for converting the currencies to United
States dollar equivalents. '

3. Circular No. A~20, revised, dated August 1, 1958, sets
forth the procedures to be followed under Executive Order

" 10560, as amended, in requesting the allocation and appor-

E%onment of foreign currencies received under Public Law
0.

In addition, the Budget Bureau ‘issued supplementary budget in-
structions dated March 18 and September 24, 1959, providing for
the submission by Federal agencies of budget estimates for fiscal
years 1960 and 1961, respectively, for fofeign currency programs
as authorized by section 10% of Public Law 480, other than pro-.
grams for loans and grants in the country purchasing the surplus

agricultural commodities.
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ACTIVITIES AND PROCEDURES OF THE BUREAU RELATING
TO THE USE OF FOREIGN CURRENCY

The principal activities and procedures of the Bureau of the
Budget relating to the use of foreign currencies which accrue un-
der title I of the act are outlined below.

Fixing amounts of foreign gurrency
to be used for purposes under section 104

Within statutory authority, appropriation acts, anq the terms
of a title I sales agfeement; the Director of the Budget Bureau
fixes the amounts of foreign currency that may be used by author-
1zed agenciles for purposes described in séction 104 of thé act ex-
cept where such amounts are fixed pursuant'to law or Executive or-

der as follows:

1. Foreign currency to be used for loans under 104%(e) and
(g)--Executive Order 10560, as amended, limits the amounts
. of foreign currency for such loans to za) the amounts of -
. forelgn currency specified in title I sales agreements or
(b) the amounts of foreign currency corresponding to the
dollar amounts specified in sales agreements.

2. Foreign currency to be used under 104(h) for academic ex-

- " changes in the International educational exchange program
(Fulbright Act)--Foreign currency for this use 1s subject
to the determination of the Secretary of State as to

amounts for program requirements up to $1 million a year
in a country, for 5 years. :

Bureau requires agencies to submit . ‘
budget estimates for foreign currency

The Budget Bureau requires that agehcies‘assigned reéponsiﬁil-
ity by Executive Ofder 10560, as.amended; for foreign-currency |
uses under séction 10% submit budget estimates for all forelgn cur-
rency programs other than loans and granfs_in the country purchas-
ing the surplus agricultural commodities.

The Budget Bureau instructions for the f;écal year 1961

budget required agencies to prepare the budget estimates on a
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country basis within existing allocatlons of forelgn currenciles
and additional amounts of foreign currencles available, and esti-
mated to become available, under current title I sales agreements
for section 104 uses, other than for Treasury sale and for eco-
nomic or military grants and loans. Agencies were reQuired to ex-
plain and support their estimates and to furnish a summary of pro-
posed foreign currency éctivities or projects together with addi-
tional information as may be necessary to fﬁlly‘explain currently
proposed programs. Agency‘justifications'were réquired to show
the contribution of prdpoéed programs to United States domestic
and/or foreign policy goals, particularly thq results which would
benefit the economy'éf the United States, and include an analysis
of the relationships of proposed foreign currency programs to
dollar-financed programs of the agency showing dollar support
‘costs of the foreign currency programs, dollar amounts which would
need to be obligated for similar progréms in the aBsence of for-
eign currencies, and requested dollar funds which might be reduced

if foreign currencies become available.

Bureau examines and acts upon agency estimates
for foreign currency :

"Agency budget estimates for foreign currency under section
104 are normally examined in the Budget Bureau by the same staff
that examines the.agency dollar budget. The examination includes
a review 6f the agency justification and, when necessary, meetings
with agency representatives. The advice of thé,Departmentﬁof
State 1s obtained on the relation of tﬁe ?roposed progfaﬁs'to
United States forelign policy interests. In'revieWing.fhe'l961

agency estimates, consideration was generallyAgiven tq uses
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previously recommended by the Bureau for congressional action
which was not' taken, 1l.e., 1960 supplemental estimates, as well as
the unallocated portion of foreign currency previously earmarked
By the ISC for uses under section 104%.

After examination of the agency budget estimate, the budget
exéminers submit their recommendations to the International Divi-
sion for preparation of consolidated information, by country, on
‘the avallability of foreign currency, agency requests, and recom-
‘mendations of the staff, for the Director's review and decision.
The Director notifies the agency of the amounts of foreigﬁ cur-
rency approved for inclusion in the budgét'document. An agency's
revised budget estimates, based on the approved amounts, are in-
cluded in the regular budget for submission by the President to
the Congress for inforﬁation or appropriation action. Following-
approval of agency estimates in the Budget Bureau or by the Con-
gress, the Director formally allocates the foreign currency to the
requesting agency. The 1961 budgetfsubmission recommends dollar
appropriations to cover all United States uses of Public Law 480
foreign currency, including uses for which congressional action is

not required by Public Law 480.

Bureau reguires written requests
for allocation of foreign currency

Agency requests for allocation of fdreign currencies under
section lQH‘are submitted by letter from the agency concerned to
the Director, Bureau of the Budget. These requests are usually
submitted in groups on a quarterly or yearly basis. The Bureau of
the Budget requires agencies to furnish with each fequést the fol-

lowing information:
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1. Amount of currency needed;

2, Purposes for which currency is needed, with justification.

3. When applicable, a statement correlating the requirements

for the currency with the programs of the agency for which
funds have been appropriated or other free-use currencies
have been provided.

L. When applicable, a justification for walver of section

l#i? of the Supplemental Appropriation Act, 1953 (31 U.S.C.
72 L]

The allocation of foreign currency for payment of United
States obligations abroad under section 104(f) of Public Law 480
is made by the Directof, Budget Bureau, without a formal request.
The Director, after a title I sales agreement is signed, allocates
to the Secretary of the Treasury the total amount of foreign cur-

rency stipulated under 104(f) in the sales agreement. This alloca-

tion is not subject to apportionment.

‘Examination and approval by the Bureau
of allocation requests

Agency requests for allocation of foreign currency under sec-
tion 104 are normally examined by the same staff in the Bureau
that examines the agency dollar budget. This staff, working with,
other interested examiners in the Bureau, usually considers (1)
any available information on currency uses developed during the ne-
gétiation of the sales agreements, (2) agency program requirements’
in relation to available appropriated funds, (3) relationship to
programs of other agencies,-(h)-possible future requirements re-
sulting from the proposals, and (5) possible competing uses for
foreign currencies. Hearings may be held by the budget examiners
at which agency representatives explain and jﬁsfify-the'requests'

in detail. Recommendations are submitted by the exémining staff
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through the International Division (for recommendations concerning
potential availability of currency), the General Counsél, and the
Assistant Director in charge of programs in the area concerned to
the Director for approval; ‘When the requests are approved, the Di-
rector notifies the requesting agency by letter of the amounf of
foreign currency allocated, and copiés of the letter are furnished
to the International Division of the Budget Bureau and to the
Treasury Department. The International Division maintains a rec-
~ord of allocations. Amounts allocated are stated in foreign cur-
réncy units except where a sales agreement guarantees an éxchange
rate, in which instance the amount is stated in dollars.

" Allocations by the Bureau do not authorize the transfer of
currency to agency accounts but establish the limits of an agency's
plans for the program involved. Agencies must awalt apportionment
of currencies by'the Budget Bureau before incurring actual obliga-

tions against such allocations.

Bureau requires formal agency request
for apportionment of foreign currency

The Bureau of the Budget requires an agency to which foreign
currency has been allocated for use under.section 104 to submit a
formal request for apportionment or reapportionment bf such cur-
rency in accordahce with Bureau of the Budget Circular No. A-34 on
a quarterly, project, or other agreed basis. Circular No. A-34
states that the request for apportionment or reapportionment shall
be submitted on Standard Form 132, or approved éubstitute form,
signed by an officer duly authorized by the headfof'the requesting
agency, and supported by sufficient data to justify the financial

requirements of the program.

330



Examination and approval by the Bureau
of requests for apportionments

Agency requests for apportionments of forelgn currency undér
section 10% are‘examinéd in the Bureau, usually by the same staff
that examined the corresponding allocation requests. The appor-
tionment requests are given a detailed examination as to the use-
‘fulness of the proposed<programs'or projects.‘ The International
Division, on the basis of monthly reporté and other informatioﬁ
from the Department of the Treasury of transactions in Treasury ac-
counts for Public Law 480 currency, inciuding foreign currency col-
lections, clears agency requests for apportiomments of foreign cur-
rency under section 10% as to availability of foreign currency for
the agency program. In most instances,lthe Bureau requires that
United States uses be given priority over country uses and nor-
mally withholds apportionment of foreign currenéy for loan pur-
poses until it is clear that the conditions of the sales agreement
are being met and that the foreign currency for United Stafes uses
1s or very soon will be available in full. |

After clearance b& fhe International Division, the recommenda-
tions of the examining staff aré submitted to the chief of the di4
vigsion concerned for approval. The chief of the division con-
cerned notifies the requesting agency of the Bureau action by sign-
ing and returning the original S.F. 132 or approved substitute '
form; Apﬁortionments are sfated in the same monetary terms (for-

elgn currency units or dollars) as the corresponding allocations.

Bureau examinlng processes for each
foreign currency program under section 104

The examining processes of the Budget Bureau for each foreign

currency program under section 104%(a) through (o) of the act are
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outlined below. Agency functions referred to are delegated By Ex-~
ecutive Order 10560, as amended, unless otherwlse stated.

Section 104(a)--agricultural market development programs

The Department of Agfieulture is responsible for the use of
foreign currency under section 104(a) to help develop new markets
for United States agricultural commodities on a mutually benefit-
ing basis; 4

Requests for allocations and apportionments of foreign cur-

.rency under 104(a) submitted by the Department of Agriculture are
ekamined in the Resources and -Civil Works Division of the'Budget
Bureau'onla case-by-case basis. 1In additien to the general consid-
erations given by examiners to agency requests, consideration is
given to the benefits to the United States agricultural economy un-
der‘the program and whether the program 1s in harmony with the
United States foreignipolicy. The Bureau requires that the re-
questing agency clear the proposed programs with the appropriate
chief of the United States diplomatic mission in the foreign coun-
try concerned as being in accordance with United States foreign
policy. -

The Directof Budgef Bureau, allocates the foreign currency
and the Chief, Resources and Civil Works Division, approves the - -ap=
portionment of available currency to the .agency.

The act  of September 21, 1959 (7 U.s.c. 1704), amended Public
Law 480 by providing that no funds shall be allocated under sec-
tion 104%(a) after June 30, 1960, except as may be specified from
time to time in appropriation acts. The act also nequires that

"From sale proceeds and loan repayments *** not less than the
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equivalent of 5 per centum of the total sales'" shall be made avail=
able for purposes of section 104(a).

Section 104(b)--purchase of strategic and
other materials for the supplemental stockpile

The Office of Civil and Defense Mobilization is responsible
for the use of foreign currency under section 104(b) to purchase
or contract to purchase, in such amounts as may be specified from
time to time in appropriation acts, strategic or other materiais
for a supplemental United States stockpile}

One allocation of foreign currency was made under section
104(b), but the allocation was later withdrawn.

Section 104(c)--procurement of

military equipment, materials, facilities,
and services for common defense

The Department of Defense or the Department of State, as
those agencies may agree or, in the absence of égreement,,as the
Director of the Bureau of the Budget shall determine, is respon-
sible for the use of foreign currency under section th(c) to pro-
cure military equipment, materials, facilities, and serviqes-for
the common defense. We ﬁere informed by representatives of the
Budget Bureau that the Director had made no agency determinatidns
under subsectlon (c). |

Requests for allocations and apportionments of foreign cur-
rency for purposes authorized by section 104(c) are submitted to
the Budget Bureau by the Debartment of Defense or the Interna- |
tional Cooperation Administration (ICA), Department of State.

.During review 1n the Budget Bureaﬁ of proposed title I sales

programs, the budget examiners consider proposals for the use of
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foreign currency under loh(c) in relation to the availability of
Mutual Security Program funds and the need for support for the mil-
itary programs of friendly countries. Since uses under 104(c) are
étipulated in the title I'séles agreements, or by amendments'of
the agreements, allocations of currency by the Director are usu-
ally made without further detailed examination.

Requests for apportionments, however, are subject to detailed
’examination by the appropriate budget examiners in the Interna-
_tibnél Division of the Bureau. The chief of this division ap-

proves the apportionment of currency to the requesting agency.

 Section 104(d)--purchase of goods or services

for other friendly countries

The Department of State 1s responsible for the use of foreign
currency under 104+(d) for financing the purchase of goods or serv-
ices fér_other friendly countries.

Request for allocatlions and apportionments fdr the use of-for-
elgn currency under section 104(d) submitted by the International
Cooperation Administrationt to the Budget Bureau are examined in
the International Division. In addition to the general considera-
tions given by examiners to agency requesfs, consideration is

given to whether the proposed uses of foréign currency may disrupt

1By Executive Order 10560 of September 9, 1954, the President dele-
gated the functions under section 1oh(d5 to the Foreign Opera-
tions Administration (now ICA), and by Executive Order 10827 of
June 25, 1959, he delegated these functions to the Department of
State. The functions of the Department of State under section
104(d) were delegated to the Under Secretary of State, who di-
rected that ICA continue to perform these functions pending for-
mal delegation of authority. '
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normal tfadé patterns and whether proposed purchases of goods or
éervices are to be made at competitive prices.

Proposed  grants under this section are subject to the applica-
bility of sectibn 1415 of the Supplemental Appropriation Act, 1953,
unless'waived. The procedure oﬁ waivers 1s outlined on pages 323 |
to 325, After the Director, Budget Bureau, has waived section
1415, when necessary,‘ahd allocated the foreign currency, the .
Chief,'International Division, approves apportibnment of available

currency to:the_agency. |

Section 104(e)--loans and grants
for economic development

Section 104(e) authorizes the use of foreign currency for pro-
moting balanced economic development and trade among nations.
| Loans to private enterprise--The-Export-Import Bank of Wash-
ington 1s responsible for the use of foreign cﬁrrency under sec-
tion 104(e) for loans to United States business firms for business
development and trade expansion in foreign countries and fop loans
to domestic or foreign firms for the establishment of facilities
for aiding in the utiiization and distribution of, or otherwise in-
creasing the consumption of, and markets for, United States agfiA
cultural products. -

Title I sales agreements specify the amount of foreign cur-
rency, not to exceed 25 percent . of the amount received under the
agreement, to be used under section 104(e) for loans to private
busipess firms through the Export-Import Bank of Washington. This
currency. is available to the Export-Imbort'Bank for loans,withoﬁt
allocation by the Director, Bureau of the Budget.
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Requests for apportionments submitted by the Export-Import
Bank to the Budget Bureau are examined in the International Divi-
sion. The chief of this Division approves apportionment of for-
elgn currency to the agendy on the basis 6f a determination of
avallability of foreign currency under the terms of the sales
agreement. |

Grants;igr economic development--The Department of State 1s

”responsible for the use of foreign currency under 104(e), éxcept
~for loans to private enterprise.1 '

| Grants under section 104(e) are subject to the applicability
of section_lhlS of the Supplemental Apprbpfiation Act, 1953, un-
less walved. Requests for waiver of section 1415 are made by the
agency concerned to the-Diréctor, Bureau of the Budget.

Requests for allocations and apportionments of foreilgn curren-
cles for grants uhder'section 104(e), submitted by the Interna-
tional Cooperation Administration to the Budget Bureau, are exam-
ined in the International Division. In addition to the general
considerations given by examiners to agency requests, considera-

tion 1s given to whether the foreign currency requested is to be

used for projects essential to the sound economic growth of the

1By Executive Order 10560 of September 9, 1954, as amended Decem-
ber 12, 1957, the President delegated the functions under this
‘section, except to the extent the section pertains to loans by

the Export-Import Bank of Washington to the Foreign Operations Ad-
ministration (now ICA), and by Executive Order 10527 of June 25,
1959, he delegated these functions to the Department of State.

The Department of State functions under 104(e) were delegated to
the Under Secretary of State, who has directed that ICA continue
‘to perform these functions pending formal delegation of authority.
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foreign country and whether these projects need assistance to ac-
complish their purposes, including the development of human re-.
sources and skills-and the improvement and expansion of health and
education programs.

After the Director, Budget Bureau, has waived section lhlS,
when necessary, and allocated the forelgn currency,'the Chief, In-
ternational Division, approves apportionment of available currency
fo the‘agency.

Sectioh 104 (f)--payment of
United States obligations abroad

The respective agencies ofbthe Government having authority to
pay Unitéd States oblligations abroad are responsible for the use
of foreign currency under section 104(f). Agencies requiring for-
eign currency under 104(f) usually purchase it from the Treésﬁry
Department, through the United States disbursiﬁg officers. in the
embassies, with appropriated dollars for any purpose for which dol-
lars are available. A few allocations, for special programs not
covered by other subsections, have been made under section 104(f)
for use without .charge to appropriations.

Allocation to Treasury Department--The Director of the Bureau,

after a title I sales agreement is signed, allocates to the Secre-
tary of the Treasury, without submission of a formal request, the
total amount of foreign currency stipulated under 104(f) in the
sales agreement. Allocation does not authorize the transfer of
currency to the Treasury sales account as such transfer is subject
to the collection and availability of currency for this use. The

allocation is not subject to apportionment.



The Fiscal Assistant Secretary of the Treasury submits a writ-
ten requesf to the Budget Bureau for authorization to transfer to
'the Secretary of the Treasufy Sales Account 20 FT 4336 a stated
émount of the forelgn currency allocated.

After the request has been examined in the Internatiénal Divi-
sion and a determination has been'made of the amount of currency
available for transfer to the Treasury Sales Account, this amount
is written’on the original request which 1s approved by the chlef
.of this Divisibn and returned to.the Treasury Department.

| Military family housing--The act of September 1, 1954, as

amended by the act of August 3, 1956 (5 U.S.C. 171z-1), aﬁthorizes
the Secretary of Defense, subject to the approvai of the Director
of the Bureau of the Budget, to use up to $250 million in foreign
currencles acquired pursuant to the provisions of Public Law 480,
or through other 6ommodity transactions of the Commodity Credit
Corporatibn, to construct, or acquire by lease or otherwise, fam-
ily housing for occupancy as public quarters, and community facil-
ities, in foreign countries. Allocations and apportionﬁents of
foreign currency for these purposes are made by the Budget Bureau
under section lOﬁ(f),_Pubiic Law 480. |

| Requests for alldcations and apportionments of foreign cur-
rency for family housing submitted by the Departméntlof Defense to
the Budget Bureau are examined iﬁ detail by the Military Division
of the Bureau as to the.prdgram to be financed and by the Interna-
tional Division as to the availability of foreign qurfency.

The Director, Budget Bureau, allocates the foreign currency,
énd the Chief, Military Division, approves apportionment of avail-

able currency to the agency.
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Section lohggl--loans to foreign governments
The Department of State and the Development Loan Fund, as

they shall agree, are responsible for the use of foreign currency
under section 1C4(g) for ;oans to promote multllateral trade and
economic dévelopmént.

| Forelgn currency to be used for loans under section 104+(g) is
~usually specified in title I sales agreements, and a separate loan
égreemént 1s entered into with the foreign.counfry. Foreign cur-
rency for these purposes is made availablé to the International Co-
operation Administrationl without allocation Dy the Director of
fhe Budget Bureau. Requests for apportionment of cﬁrrency to be
used for such loans under 104(g) are examined in the_International
Division, Bureau of the Budget, and are approved by the chief of
this Division. |

Section lOM(h)--internationél educational
exchange activities and Interchange of persons

The Department of State 1s responsible for the use of foreign

currency under 104+(h) for the financing of international educa-
tional exchange actilvities under the programs authorized by sec-
tion 32(b)(2) of the Surplus Property Act of 1944+ (50 U.S.C. App.

1641(b)) and for the flnancing, in such amounts as may be specified

1By Executive Order 10560 of September 9, 1954, the President dele-

. gated the functions under section 1ou(g3 to the Foreign Opera-
tions Administration (now ICA), and by Executive Order 10827 of
June 25, 1959, he delegated these functions to the Department of
State and the Development Loan Fund as they shall agree. The
functions of the Department of State under section 104(g) were
delegated to the Under Secretary of State, who directed that ICA
continue to perform these functions pending formal delegation of
authority.
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from time to time in appropriation acts, of programs for the inter-
change of persons under title II of the United States Information
and Educational Exchange Act of 1948 (22 U.S.C. 1446). The Secre-
fary of State is authorized by the act of August 14+, 1957 (7 U.S.C.
1704), to determine the amount of foreign currency under section
104(h), Public Law 480, not to exceed $1 million in any one coun-
try for a period of not more than 5 years in advance, to be re-
quired for the purposes of section 104%(h).

International educational exchange activities--These activi-
ties are authorized by section 2(b)(2) of the act of August 1,
1946, which amended section 32(b)(2) of the Surplus Property Act
of 1944.  Requests for allocation and apportionment of foreign cur-
rency under 104(h) for international educational exchange activi-
tieé, submitted to the Budget Bureau by the Department of State,
are examined in the International Division of the Bureau. The Di-
rector, Bureau of the Budget, allocates forelgn currency, and the
Chief, International Division, approves apportionments of avail-
able currency to the agency. |

Prior to the passage of the act of August 14, 1957, requests
for allocation and apportionmeﬁt of foreign currency under section
104(h) for international educational exchange activities were
given a detailed review in the Budget Bureau to dete;mine whether:

1. The proposed program repfesented an expansion of existing

ggig?d States programs and why such expansion was neces-

2. The initiation of the foreign currency program would re-
quire dollar support.

'3. The program was consistent with other United States ex-
change programs authorized for the foreign country con-
cerned.



4. The unit costs were the same in the dollar and forelgn cur-
rency shares of the program.

5. There was need for a program covering more than 1 year.l
Since the paséage of the act of August 14, 1957, the Budget
Bureau takes technical action on all requests for allocation and
apportionment of foreign currency for international. educational ex-
change activities under section'loh(h), but the Bureau considers
as binding on its action determinations by the Secretary of Stéte

of the amounts of foreign currency required for such purposes.

Interchange of persons--The United-States Information and Edu-
cational Exchange Act of 1948, title II (22 U.S.C. 1446), author-
izes the'interchange on a reciprocal basis between the United
States aﬁd other countries of students, trainees, teachers, guest
instructors, professors, and leaders in fields of specialilzed
knowledge or skill.

The Department of State_submitted to the Budget Bureau a sup-
plemental budget estimate for the fiscal year 1960 under Section
104(h) for the interchange of persons. The estimate was reviewed
in the Bureau by the éppropriate examiners of the International Di-
vislon, approved by the Director, and submitted by the Presideﬁt
to the Congress for authorization. The Congress took no action on

the request.

Section 104(1)-~translation, publication, and
distribution of books and periodicals

The United States Information Agency 1s responsible for the
use of foreign currency under section 104%(i) for financing the
translation, publication, and distribution of books and periodi-

cals, including Government publications, abroad. Section 104(1)
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provides that no more than $5 million may be allocated for this
purpose during any fiscal year. Requests for allocations and ap-
portionments of foreign currency under section 104(1) submitted by
the United States Information Agency to the Budget Bureau are‘ex-
amined in the International Division. In addition to the general
considerations given by examiners to agency requests, considera~-
tion is given to (1) the method to be used in obtaining the books,
(2) the number of copies to be printed and distributed, (3) the
costs involved, (4) the contract arrangements, and (5) the facili-
ties avallable to do the job.

The Director, Budget Bureau, allocates foreign currency, and
the Chief, International Divislon, approves apportionments of
available.currency to the agency.

| Section 104(j)--assistance to libraries, .

community centers, and American-sponsored

schools abroad

Section 104(j) authorizes the use of foreign currency for pro-
viding assistance to activities and projects.authorized.by section
203 of the United States Information and Educational Exohange Act
of 1948 (22 U.s.C. 1448). This act authorizes the Secretary of
State to provide for assistance to schools, libraries, and commu-
nity centers abroad, founded or sponsored by citizens of the
United States and serving as demonstration centers for methods and
practices employed in the United.States. The Department of State
and the United States Information Agency are responsible for carry-
ing out the purposes of section 104(j) in aocordanoe with the divi-
sion of responsibilities for the administration of %he~United
States Information and Educational Exchange Act of 1948 as provided
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by Reorganization Plan No. 8 of 1953 (22 U.S.C. 1461) and Execu-
tive Order.10477 of August 1, 1953, and by subsequent agreement be-
tween the Department of State and the United States Information
Agency. |

Assistance to libraries and communitg centers abroad--The .

United States Information_Agency is responsible for the use of for-
eign curfency under section 104(J) for assistance to libraries.and
éommunity centers abroad.l Requests for allocations and apportion-
ments of fofeign currency under this section, submitted by the
United States Information Agency to the Budget Bureau, are exam-
ined in the International Division.' In addition to the general
considerations given.by examiners to agency requests, considera-
tion 1s given to (1) whether there are firm plans, such as availa-
bility of building site and a going organization or society to han-
dle the program, (2) the sizé of the building in relation to the
over~all project, (3) the program costs,.and_(h) the local dona-
tions to the program.

The Director, Budget Bureau; allocates the foreign currency,
and the Chief, International Division, approves apportionment of
avallable currency to the agency. |

Assistance to American-sponsored schools abroad--The Depart-

ment of State 1s responsible for the use of foreign currency under
section 104(j) for assistance to American;sponsored schools abroad.
The State Department developed criteria fbr determining eligibil-
ity of schools for financial assistance under Public Law 480. Re-
quests for allocation and apportionment of foreign currency under

104(3), submitted to the Budget Bureau by the Department of State,
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are examined in the International Division, principally to ascer-
tain wheﬁher the program will provide a substantial increase in en-
rollment of foreign students and to check the justification for
the proposed program against the applicable criteria of the State
Department. In addition to the general considerations given by ex-
aminers to agency requeéts, consideration is given to the esti-
mated cost of the program, suéh as (1) square foot construction
cost of the proposed project, (2) local contribution of labor and
materials, (3) contract arrangemeﬁts and supervision, (4) assist-
aﬁce to be furnished by the 0ffice of Foreign Buildings, énd (%)
'whether'provision has been made for continued operating support of
the project.after the United States contribution ends.

The Director, Budget Bureau, allocates foreign currency, and
the Chief, International Division, approvés apportionments of

availabie currency to the agency.

Section 104(k)-~scientific and

research activities

The_birector, National Science Foundation, and such other
agency or agencles as the Director, Bureau of the Budget, may des-
ignate are responsible for the use of foreign currency under sec-
tion 104(k) for collecting, translating, abstracting, and dissemi-
- nating scientific and technological informatlon. All other pur-
poses authorized by subsection (k) are delegated to such agency or
agencles as méy be designated by the Director, Bureau of the
Budget. Foreign currencles are available for the purposes of this
sﬁbsection (in addition to funds otherwise.made aﬁailable for such
purposes) in such amounts as may be specified from fimé-to time in

appropriation acts.
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" The National Science Foundation, and other Federal agencles
designated by the Director, Budget Bureau, submitted estimates for
supplemental appropriations for the fiséal year 1959 for foreign
currency for translation of fbreign scientific publications, and
the Department of.Agriculture submitted estimates for foreign cur-
rency for scientific research abroad, under section 104(k). After
ré?iew in the Budget Bureau by the appropriate examiners, requests,
dn recommendation of the Director, were submitted by the President
to the Congfess for authorizatiqn under,the title "Funds appropri-
ated to the President." Appropriation to the President was re-
quested because of the number of prdposed programs for which the
use of foreign currencies under section 104(k) was desired and the
need for flexibility and coordination in the allocation of curren-
cles in different countries.

The Supplemental Appropriation Act; 1959, approved Aﬁgust 27,
1958 (72 Stat. 864), provides, for‘the Eiecutive Office of the
President (funds appropriated to the President), $5.1 million for
the purchase of foreign currencies to be used for section 10%(k)
activities. Of this amount, $1,200,000 was authorized for transla-
tion programs of the Natlional Science Foundation and the other Fed-
eral agencies concerned, $3,890,000 was authorized for research
programs of the Department of Agriculture, and $10,000 was author-
ized for a cholera research program of the Department of the Army.

The Budget Bureau allocated foreign currency, equivalent to
the amount of doilars appropriated by the Congress, to the Treas-
ury Department for sale to the National Science Foundation, the De-

partment of Agriculture, and the Department of the Army. The



allocation included an authorization to transfer a stated amount
6f foreign currency to & special sales account of the Treasury De-
‘partment. The balance of the foreign currency authorized by the
Supplemental Appropriatioh Act, 1959, to be purchased under.loh(k)
will be transferred when the currency becomes available.
Supplemental requests for foreign currency to be burchased
for the fiscal year 1960 under section 104(k) were submitted to
the Budget Bureau by the National Science Foundation, the Depart-
meht of Agricﬁlture, the Department of Commerce, the Department of
Héalth, Education, and Welfare, and the Department of the Interior.
| These requests were reviewed in the Bureéu; recommended by the Di-
rector, and submitted by the President to the Congress for authori-

zation. The Congress took no action on the requests.

Section 104(1)--foreign buildings

and facillities

The Department of State and any other agency or agencies des-
ignated by the Secretary of State are responsible for the use of
foreign currency under sectian 104+(1) fdr thé acquisition by pur-
chase, lease, rental, or otherwise, of'sites and buildings and
grounds abroad for United States Government use and for construc-
tion, repair, alteration, and furnishing of such buildings and fa-
cilities. Foreigh currency is available for the purposes of this
subsection (in addition éo funds ‘otherwise made availébl? for such
_purposes) only in such amounps as may be specified from time to
time in appropriation acts.

The Department of State submitted to the BudgepABupeau supple-
mental budget estimates for fiscal year 1960 for fofeign curren-

cles under 10%(1) for construction of buildings in New Delhi,
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India, and Warsaw, Poland. After review of the estimates in the
Bureau by the examiners of the International Division ahd appfoval
by the Director, a.request was submitted by the Presidént to the
Congress for aufhorization. The Congress took no action on the re-
quest,

Section 104(m)--trade. agricultural
and horticultural fairs

Section 104(m) authorizes the use of foreign currency for the
finanelng in such amounts as may be specified from time to time in
appropriation acts for (1) trade fair participation and related ac-
tivities authorized by section 3 of the Ihternational Cultural Ex-
change and Trade Fair Participation Act of 1956 (22 U.S.C. 1992)
and (2) agricultural and horticultural fair participation and re-
lated activities.

Trade fairs--The Unitéd States Information Agency 1s. respon-
sible for the use of foreign currency under section 104(m) for
trade fair participation and related activities.

We were informed by representatives of the Bureau'of the
Budget that as of November 20, 1959, no budget estimate had been
received for authorization to use foreign currency under section
1C4(m) for trade fairs.

Agricultural and horticultural fairs--The Department of Agri-‘

culture is responsible for the use of foreign currency under sec-
tion 104(m) for agricultural and horticultural fair pérticipation
and ;elated activities. |

The Department of Agriculture submitted to the Budget Bureau
budget estimates for fiscal year 1959 for the uée of foreign

347



currency under 104(m) to finance United States participation in
"the World Agriculture Falr, New Delhi, India, and the Rotterdam In-
ternational Horticultural Exhibltion, Rotterdam, Netherlands.
These estimates were reviewed in the Bureau by the appropriafe
budget examiners in the Resources and Civil Works Division and the
International Division, approved'by the Director, and submitted by
the President to the Congress for authorization. The Second Sup-
plemental Appropriatlion Act, 1959, approved May 20, 1959 (73 Stat.
3#), authorized the use of foreign currencies under 104(m) not to
exceed the equivalent of $l,275,000 without fiscal year limita-
tions for purposes requested by the agenéy.

'Agéncy requests for apportionment of foreign currency for
agricultural and horticﬁltural fairs under this subsection, after
review and recommendation by budget examiners‘doncerned, are ap-

proved by the Chief, Resources and Civil Works Divislon.

Section 104(n)-~evaluation, collection,
and distribution of library material

The Librarian of Congress 1s responsible for the use of for-
eign currency under section 104(n) for financing in such amounts
as may be specifled from time to time in aﬁpropriation acts for
(1) programs outSide thé United States for the analyéis and evalua-
tion of foreign books, pefiodicals, and other materials, (2) the
reglstry, indexing, binding, reproduction, cataloging, abstracting,
translating, and dissemination of books, perlodicals, and related
materials, and (3) the acquisitibn of such books, periodicals, and
related materials and the deposit thereof in 1ibfaries and re-.

search centers in the United States.
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The Library of Congress submitted to the Budget Bureau budget
estimates for fiscal year 1960 for foreign currency under 104%(n)
for (1) acquiéition and distribution of copies of foreign books,
periodicals, and other materials which are determined to contain
information of technical, scientific, cultural, or educational sig-
nificance to the United States and (2) the cataloging, abstracting,
and translating of such documents. After review of the estimates
in the Bureéu by examiners in the Commerce and Finance Division,
as to program plans, and in the International Division as to avail-
ability of currency, estimates were recommended by the Director
and a request was submitted by the President to the Congress for
authorization., The Congress took no action on the request.

Section lOMQo}Q-assistance in the expansion

or operation of American founded
or sponsored schools abroad

The Department of State 1s responsible for the use of foreign
currency under section 104(o) for providing assistance, in such
amounts as may be specified from time to time in appropriation
acts, by grants or otherwise, in the expansion or operation in for-
elgn countries of established schools, colleges, or universities
founded or sponsored by citizens of the United States, and in sup-
pofting workshops in American studies or American educational tech-
niques and supporting chairs in American studies.

The Department of State submitted ﬁo the Budget Bureau budget
estimates for fiscal year 1960 for foreign currency under 104(0)
for providing chairs of American studies and English language in
foreign universities and for workshops in English language and

American studies abroad. After review in the Bureau by examiners
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of the International Division, estimates were recommended by the

Director and a request was submitted by the President to the Con~
gress for authorization. The Congress took no action on the re-

duest.

Under the act of September 21, 1959 (7 U.S.C. 1704%), authori-
zation for the use of foreign currency for supporting workshops in
American studies or American educational techniques and.supporting
chairs in American studies was deleted from subsection (o) and

added as new subsection (p).

Budget Bureau has made no_allocations
or apportionments of foreign currenc
_ under gsection. lOEZEE; Zaii and §r5
'Section 104%(p), (a), and (r) were added to Public Law 480 by
the act of September 21, 1959 (7 U.s.C. 1704)
Responsibility for uses provided by subsections (p), (a), and
(r) has not been assigned and no allocations or apportionments of
forelgn currency have been made by the Bureau under these subsec~-

tions.
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DEPARTMENT OF COMMERCE

E§PONSIBILITIES UNDER _PUBLIC_ LAW 480
Although the principal functions of the President under Pub-~

lic Law 480 have been assigned by Executive order to other Govern-
ment agencies, the Department of Commerce has the following re-
sponsibilities in the operation and administration of the act:

1. A representative of the Department is a member of the In-
- teragency Committee on Agricultural Surplus Disposal,
chaired by Clarence Francls, Special Consultant to the
President.

2. A staff-level representative of the Department is a member
of the Interagency Staff Committee on Agricultural Surplus
Disposal (ISC

3+ A representative of the Department serves, at the request
of the Secretary of Agriculture, on an interdepartmental
committee which advises the Department of Agriculture with
respect to the barter acquisition of strategic and other
materials for the supplemental stockpile.

4, The Department is responsible for the use of foreign cur-
rencies, pursuant to section 104(f) of the act, for United
States obligations abroad which the Department is author-
-1zed to pay.

Letters dated September 9, 195k, from the President of the
United States to the officers of the Government principally con-
cerned with the Executive order delegating the functions under the
act contained the following: !

"6. I am requesting the Secretary of Commerce to provide

-the focal point in the Government for assisting private
enterprise with respect to barter transactions referred

to in the act. This arrangement would be one more step

toward assuring the maximum utilization of private chan-

nels in the execution of this program."

We were advised by officials of the Bureau of Foreign Com-
merce that representatives of the Department of Commerce, ‘the Def

partment of Agriculture, and the Commodity Credit Corporation later
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agreed that thls arrangement was unworkable. These officlals said
that the request was countermanded by the White House Executive Of-
'fice and the action reported to the Ffancis Committee.

ORGANIZATIONAL COMPONENTS PERFORMING PUBLIC LAW 480 FUNCTIONS

The activitles of the Department of Commerce with respect to
Public Law 480 are administered through the Office of Assistant
Secrefary-for International Affairs, who exercises policy direction
and coordination over the Bureau of Forelgn Commerce, the Office
of Internatioﬁal Trade Falrs, and the Advisory Committee on Export
Policy. The facillities of other organizational units of the De-
partmeht are utilized to the extent apprbpriate. For example, the
Bureéu‘of Foreign Commerce colléborates with the Business and De-
fense Services Administration when the cpmmodity and industrial in-
terests of the latter_organization are applicable. An organiza-
tional chart of the Department of Commerce is included in appen-
dix C, page 487. |

The Deputy Assistant Secretary for International Affairs is
the Depaftment of Commerce representative on the Francis Committee,
and the Director, International Resources'Staff, Bureau of Foreign
Commerce, is the alternate. An eéonomist on the Intérnational Re-
sources Staff 1s the Department of Commerce representative on the
Interagency Staff Comﬁittee on AgriculturaIISurplus Disposal. An
official of the Business and Defense Services Administration repre-
sents the Department on the Supplemental Stockpile Advisory Commit-

tee on Barter.
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Bureau of Foreign Commerce

The Director of the Bureau of Foreign Commerce is responsible
to the Assistant' Secretary for International Affairs who has been
delegated authority by the Secretary of Commerce to administer all
international affalrs of the Department. The Director performs.
the functions and exercises the authority vested in the Secretary
under various legislative acts relating to the foreign trade and
dommerée of the United States. He is authorized to redelegate
this authorify to any officer of the Bureéu of Foreign Commerce
under such conditions and limitations as he deems appropriate.

The objective of the Bureau of Foreign Commerce is to foster
and promote the forelgn commerce of the United States in exports,
imports, capital investment, travel, and other significant compo-
nent elements of international business transactions. To this end,
the Bureau provides staff and operational support for the Assist-
ant Secretary for International Affairs in the development of poli-
cles and programs relating to the foreign trade and commerce of
the United States, foreign economic development, and international
commodity arrangements or arrahgements with respect to the utiliza-
tipn of other international resources which affect the foreign eco-
nomic interests of the United States. The Bureau also administers
the export controls vested in the Secretary. | |

The International Resources Staff in the Office of the Direc-
tor develops the Department of Commerce position with respect to
(a) legislation affecting international trade in commodities and
materials, (b) international commodity arrangements and study

groups, and (c) international monetary and financiai matters. It
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is responsible for the staff work in connection with the Depart-
ment's participation in the activities of the Interagency Commit-
tee on Agricultural Surplus Disposal (the Francis Committee).

The Office of Economic Affalirs maintains continuous review of
United States forelgn trade-and financial activities, and trade
-and financial relations among foreign countries, as a basis for as-
seésing the effect of international economic developments upon
United States business interests. It develops and recommends poli-
cies for the Department in connection with such matters.  The Of-
fice reviews broad export controi policies and specific export con-
trol aetions which raise special economic policy problems. It fur-
nishes representation for the Bureau and the Department on interde-
partmental staff-level committees and on the working groups of
these and other committees established to deal with individual for-
elgn countries or foreign regions.

ACTIVITIES OF THE DEPARTMENT UNDER PUBLIC LAW h80

The.Department of Commerce receives copies of proposed pro-
grams under Public Law 480 and related material. There 1s a con-
stant flow of material_from the Department of Agriculture, the in-
teragency staff committee, and the Department of State, including
coples of communications from United States embassies, ICA field
missions, and agricultural attaqhes, Material furnished by United
States missions abroad is received by'the Foreign Service Opera-
tions Staff in the Office of the Director, Bureau of Forelgn Com-
mercej the other material is received by the International Re-
sources Staff. In elther case, it is distributed to interested of-

ficers and organizational units of the Department, including the
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Fdod Industries Division of the Business and Defense Services Ad-
ministration and the International Resources Staff and the Office
of Economic Affairs of the Bureau of Foreign Commerce. The Bureau
makes a continuing check to ascertain which officers and organiza-
tional units of the Department have an interest in the material,re-v
 ceived. |

The more significant documents in connection with a proposéd
PubliclLaw 480 sales program are prepared by thé Department of
Agriculture,‘following stﬁdy by its commodity diﬁisions, and sent
to the Department of Cdmmerce in duplicate. The International Re-
sources Staff considers the commodiﬁy problems and the économic
and policy questions. It acts for the Department of Coﬁmérce in
assembling all material relating to the proposed program. One
copy of each document is furnished to the economist who represents
the Department on the ISC and devotes mo;t of his time toqublic
Law 480 and other agricultural programs. The second copy of each
document 1s referred té‘fhe appropriate country desk officer in
the Office of Economic Affairs for consideration.

The ISC representative discusses a proposed program with
other interested agencies and consults with the appropriate coun-
try desk officer in the Office of Economic Affairs. He gets any
needed staff assistance from Departmenf of Commerce statisticél
groups and receives advice from.the Food Industries Division of
the Business and Defense Services Administration, one of whose
functions 1s to assess the impact of Government operations insofar
as they affect the interests of private business. He reviews the

material assembled in connection with a proposed program and
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ascertains what commodities the country concerned has taken, his-
torically, from the United States and other countries and deter-
mines whether the proposed program would interfere with commercial
trade.

After reviewing the program material and consulting with
staff officers, the ISC representative usually determines the De-

‘ partmént of Commerce position on a proposed program. He has au-
thority fo make this decision and to state the Department's posi-
tion. When he has doubt, he clears the question with the Director,
International Resources Staff, who makes the decision or refers

the mafter to the Director, Bureau of Foreign Commerce, for deter-
mination or submission to the Assistant Secretary for Interna-
tional Affairs. Each of these officers is authorized to make the
determination unless he believes that the matter should be consid-
ered at a higher level of authority.

All Bureau of Foreign Commerce officers prepare written re-
ports 6f the actions taken or judgments: made on operatibns con-
ducted by them concerning any action or questibn_before the Bureau.
At the conclusion of each ISC meeting, the Department of Commerce
representative prepares such a report.. A proposed sales program
is usually discussed at several ISC meetings, and by a continuous
flow of these reports, through channels, the Assistant Secretary
for International Affairs is kept advised of the status of the pro-
gram as 1t is discussed in the ISC meetings. The Assistant Secre-
tary may on dccasion adjust or revise the Depaftment of Commerce

position concerning the program.
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Use of foreign currencies
The responsibility of the Department of Commerce for the use

of foreign currenciesitu'the payment of 1ts ob;igations abroad and

the Department's participation in the use of foreign currencies

for actlvities for which other vaernment agencieé have the primary
responsibility under Executive Order No. 10560 are discussed below.

Section 104(f)--payment of
United States obligatlions abroad

Responsibility for the use of foreign currencies under sec-
tion 104(f) of the act was delegated by Executive Order 10560 of
September 9, 1954, to the respective agencies of the Government
having authority to pay obligations abroad.

We were advised that the Department 6f Commerce has no spe-
cial procedures to encourage the use of forelgn currencles 1nstead
of appropriated dollars for the expenses of 1ts trade missions to
foreign countries; that overseas travel by Department of Commerce
personnel is usually from the United States to a particular loca-
tion in a foreign country and return to the United Statesj and
that the United States Embassies make travel and other necessary
arrangements, do contracting for Department of Commerce missions,
and make payment for the Department of Commerce for these overseas
expenses. Commerce officials assume that the United States Embas-
sies use foreign currencies for .these expenses when practicable.

Section 104(k)--scientific activities

Section 104(k) of Public Law 480, as amended by Public Law 85-
477, approved June 30, 1958 (72 Stat. 261), authorized the use of

foreign currencies for certain scientific activities, but provided
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that no foreign currencies shall be used for these purposes unless
specific appropriations are made therefor. |

By Executive Order 10827 of June 25, 1959, the Pres1dent dele-
gated the responsibility for the use of foreign qurrencies under
section 104(k) to the Director of the National Science Foundation
or such aéency or agencies as the Director of the Bureau of the
Budget, after appropriate'consultation, may designate.

On July 17, 1959, the Presldent recommended that Congress:in-
clude in a supplemental appropriation for the fiscal year 1960,
. $5,174,000 for the purchase of foreign currencies for use by the
Bureau of Standards, purﬁuant to section 104(k), for conducting
and supporting scientific activities overseas. However, no appro-
priation was made for this purpose. |

Public Law 86-108, approved July 24, 1959 (73 Stat. 2u6),
amended section 104(k) of Public Law 480 to provide that foreign
currencies shall be available for the purposes of the section (in
addition to funds otherwise made available for such purposes) only
in such amounts as may be spécified from time to time in appropri-
ation acts.

Allotment of currencies from
the Department of Agriculture

The Department of Agricuiture has, from time to time, allotted
foreign currencies to the Department of Commerce for exhibits at
trade and agricultural fairs. For éxample, the agricultural and
horticultural exhibit services, under section 104(m) of the act,
at the World Agricultural Fair, New Delhi, India, are being per-

formed by the Department of Commerce under a memorandum of
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agreement with the Department of Agriculture. For this purpose,
foreign currency (Indian rupees) equivalent to $1,125,000 has been
transferred t; theﬂDepaftment of Commerce. Also, the Department
of Agricuiture transférred forelgn currency equivalent to about
%lO0,000 to the Department of Commerce for a market development
project exhibit at this falr under section 104(a) of the act.
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- EXPORT-IMPORT BANK OF WASHINGTON

RESPONSTIBILITIES UNDER PUBLIC LAW 480

The Eipoff-lmport Bank has the following responsibilities in
the operation and administration'of the Agricultural Trade Develop-
ment and Assistance Act of 195% (7 U.S.C. 1691):

l Using foreign currencies, pursuant to section 104(e) of
the act, for loans to private business firms for business
development and trade expansion in foreign countries and

- for increasing the consumption of, and markets for, United
States agricultural products.

2. Using foreign currencies, pursuant to section 104(f) of
the act, for United States obligations abroad which the
Bank is authorized to pay.

3. Assisting the International Cooperation Administration in
making and administering loans of foreign currencies, pur-
suant to section 104(g) of the act, to promote multilateral
trade and economic development.

In addition, a staff-level representative of the Bank 1s a
member of the Interagency Staff Committee on Agricultural Surplus
Disposal (ISC) which was established by the Secretary of Agricul-
ture pursuant to the President's request for interagency coordina-
tion of day-to-day operations under the act. The composition, re-
sponsibilities, and procedures of this commlittee are discussed on

pages'SO to 53.

ORGANIZATTONAL COMPONENTS PERFORMING
PUBLIC LAW 480 FUNCTIONS

The activities of fhe Export-Imporﬁ Bank with respect to Pub-
lic Law 480 are administered through the regular organization of
the Bank. A list of the officials of the Bank 1s included in ap-
pendix C, page 490.

The Board of Directors establishes policiles governing the ac~

tivities of the Bank under Public Law 480; approves 'loans under

PREVIOUS PAGE BLANK
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section 104(e); authorizes Bank officilals to execute and administer
country-to-country loan agreements under section 104%(g), on the
‘terms speclfied in requests reéeived from the Director of the In-
ternational Cooperation Administration; and makes the final deci-
sion on any other matter which 1s of sufficient 1lmportance to re-
quire action by the Board.

Activities of the Bank under the act are under the direction
and control of the Executive Vice President, who is authorized to
make final decisions on matters which do not require action by the
Board of Directors. ..

The Treasurer 1s responsible for disbursing, collecting, and

.accounting for foreign currencies.. |

An economisf in the Economics Division is the Bank's repre-
sentative on the Interagency Staff Committee on Agricultural Sur-
plus Disposal.

ACTJIVITIES OF THE BANK UNDER PUBLIC LAW 480

The principal activities of the Export-Import Bank under Pub-
lic Law 480 involve the usé of foreign currencies for loans under
sections 104(e) and 104(g). These activities are discussed in de-
taill below._ . '

Secti 104 (o) ==] 5 {vat ! j

Public Law 85-128, approved August 13,.1957 (71 Stat. 3u45),
amended section 10%(e) of Public Law %80 to provide that up to 25
percent of the fbreign cﬁrréncy generated under each title I agree-

‘ment shall be made available for loans to private business firms
through the Export~-Import Bank of Washington (heréin referred to .
as Eximbank or the Bank) which, under Executivé Order 10560 of
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September 9, 1954, as amended, is the agency responsible for admin-
istering this provision of the act.

_Eximbénk”may lend this foreign currency to (1) United States
firms or their branches, subsidiaries, or affiliates for business
development and trade expansion in the foreign country or (2) ei-
ther United States firms or firms of the foreign country for ex;
panding markets for, and consumption of, United States agricul-
tural products abroad.

The law requires that loans be mutually agreeable to Eximbank
and the foreign country. It prohibits loans for the manufacture
of products to be exported to the United States in competition
with United States products or for the manufacture or production
of commodities to be marketed in competition with United States ag-
ricultural commodities or the products thereof.

How the amount to be available
for Joans is determined

When the Interagency Staff Committee on Agricultural Supplus
Disposal is considering a proposed sales agreement, the United
States agencies concerned agree on the amount of foreign cﬁrrency
to be available for loans under Section 104(e). The amount deter-
mined to be acceptable to both governments is specified in the
sales agreement. It>is the practice of Eximbank to ask for the
full 25 percent, and in the majority of cases the ISC approves
such requests.

When the so-called Cooley Amendment (Public Law 85-128) was
enacted, any member of ISC, which operates on a unanimous approval
basis, could prevent agreement on the amount to be ayailable for

these loans. The Interagency Committee on Agricultural Surplus

363



Disposal (known as the Francis Committee) decided that an effort
should be made to have the full 25 percent of the sales proceeds
‘made available for loans under section 104(e) unless compelling
reasons why thié should not be done are presented to ISC. The
Francis Committee decided also that these reasons must be set

forth in a written statement and that only the Department of State,
the Department of Agriculture, or the Bureau of the Budget can'sub-
mit such a statement.

If the aggregate amount of the forelgn currency collected un-
der a sales agreement is less than the amount anticipated.when the
agreemént was made, Exlimbank's share 1s usualiy reduced proportion-
ately. If.currenéies allocated for section 104(e) loans are not
committed by.Eximbank’within 3 years from the date of the sales
agreement, they revert to the United States Government.

Rules governing loan applications

After a sales agreement 1s signed, Eximbank issues a press re-
lease In the United States whilch specifles the dollar equivalent
of the foreign currency which may be made available under the
agreement for loans by the Bank to private business firms pursuant
to section 104(e) of the act. The press release states the pur-
poses for which loans'may be made and that letters of application
will be received at Eximbank or at the United States Embassy. The
United States Embassy usually makes a similar announéement in the
foreign country. |

When the first sales agreement which provides for section
10%(e) loans 1s made with a country, Eximbank advises the United

States Embassy of the procedures for handling loan applications
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and that the letter of application should contain the following iﬁ-
formation:
1. The name and address of the applicant.

2. The amount of the requested loan and the desired repayment
period.

3. The nature of the applicant's business organization
(whether it is a corporation, a partnership, or other form),
the country where the applicant was incorporated or organ-
ized, and the precise nature of the applicant's affilia-

- tion with United States business organizations, if any.
If the applicant is not a United States firm or the affili-
ate of a United States firm, state the extent to which the
applicant's existing and proposed facilities would be ap-
plied in the utilization and distribution of, or otherwise
increasing the consumption of and markets for,United
States agricultural commodities.

4. The nature of the applicant's business, including (a) its
history, (b) the items or services which it now produces,
(c) the source of its raw materials, (d) the markets sup-
plied, (e) the identity of the principal owners, and (f)
governmental participation, if any.

5. The general objectives of the proposed financing, includ-
ing the volume and kind of end products or services which
would be produced. If products of the applicant would be
exported, the approximate value of such exports and the
probable countries of destination should be indicated.

6. The specific uses to be made of the proceeds of the pro-
posed loan. If the proceeds are to finance the procure-
ment of fixed assets, state amount intended to be allo-

. cated to the procurement of land, construction or purchase
of buildings, purchase of machinery and equipment, and
other fixed assets. If the proceeds are to provide work-
ing capital, state amount intended to finance inventory,
installment sales, or receivables; to refinance existing
obligations; and to meet payrolls, general operating ex-
penses, and other purposes. If any of the assets to be
purchased with the proceeds of the proposed loan are of
foreign origin, this should be indicated.

7. The benefits accruing to the country where the investment
would be made.

8. Any engineering and economic data and marketing surveys
© which are pertinent to the proposed loan.

9. Any other financing which the applicant has already ob-
tained or is contemplating, showing in each case (a) the

365



10.

11.

source of financing, (b) the amount, (c) when the credit
was or will be obtained, (d) the securlty given or offered
(e) the interest rate, and (f) the repayment terms.

The security, if any, which the applicant offers, such as
the guaranty of a bank or financial institution or of a
United States affiliate of the applicant, or collateral.
If a guaranty is offered, the name and address of each
guarantor should be submitted as well as an official or
signed current financial statement of each guarantor.

The most recent regularly prepared balance sheets and
profit and loss statements of the applicant. If the pro-
posed loan is to be guaranteed by a United States affili-
ate, a commercial bank, or other financial institution,
the applicant's financial statements may cover the latést
12 months only. In other cases they should cover the lat-
est 3 years. If the most recent balance sheet is more
than 1 year old or if no regular balance sheet is avail-
able, an informal but current one should be submitted.

- All financial statements should be audited if possible but

12,

13.

14,

otherwise signed by an officer of the applicant.

A proposed schedule for the repayment of the loan, together
with a statement showing the sources of the applicant's
funds during the period of repayment as well as their uses.

The officers, directors, or partners of the applicant, and
the percentage of ownership in the applicant held by each
individual 11sted.

The names of banks with whom the applicant ordinarily does
business.

The Eximbank advises the United States Embassy that the above

information should be presented in as much detail as is necessary

for an understanding of the proposed loan and that any other infor-

mation which appears pertinent should be submitted.

Processing loan applications

When applications are received from a country in large vol-

ume, Eximbank processes them on a '"country loan program” basis.
’ Y

If the applications do not come in at a rate which clearly ex-

hausts the potentially available funds, they are processed individ-

ually.,
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Eximbank requests assistance from the Embassy. The latter is
asked to advise concerning the selection of the interest rate;and
an agent bank.  Tt-is also requested to advise potential appli—'
cants concerning the operation of the program and to locate and de-~
velop applicants.

The Embassy concerned is consulted by Eximbank in connection
with each application and is asked to advise whether there are any
ﬁolitiéal objections to the applicant. If the Embassy advises
that there are political objections, Eximbank rejects the appli-
cation.

The Embassy 1s also asked to transmit an appraisal of the bor-
rower and the proposed loan, prepared by the Embassy's staff on
the basis of material readily available, which will indicate
whether in the opinion of the Embassy: (1) the applicant's busi-
ness and financial reputation is favorable or unfavorable, (2) the
proposed financing appears to bevdésirable from the point of view
of the general economic development of the country, (3) the pro-~
posed venture requires import protection, and (&) as a result of
the proposed financing, products would be exported to the United
Spates in éompetition with United States products or marketed in
the country concerned or elsewhere in competition with United
States agricultural commodities or the products thereof.

Loan applications received by Eximbank are registered in the
secretary's office and sent to an economist who examines them as
to form and general content and enters them in a log book which
contains a complete record of all applications. The economist

then sends the applications to one of the staff committees in
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Eximbank which are appointed by the Executive Vice President of
Eximbank, by .countries, to pfocess the loan applications.
These committees, each of which is composed of an economist,
a loan officer,.and a lawyer, consider and process the applications
submitted to them and make recommendations to the Eximbank Board
of Directors. The committees consult with an engineer when neces-
7 sery.' They usually obtain reqﬁired information direct from the ap-
plicants, but in some cases they obtain the information.through
the United States Embassies in the countries involved. In some in-
stances representatives of Eximbank have visited the counfries and
discussed proposed country loan programs with'United States Em-
bassy officials and representatives of the foreign countries. The
Eximbahk representatives may make other independent inquiries, par-
ticularly with local representatives of the applicant. After an
Eximbank committee has assembled the necessary information in coﬁ-
‘nection with the loan applications, it pfepares a memorandum out-
lining in a general way a proposed loan program for the country in-
volved, the interest rate, and the repaymeﬁt terms and Indicates
the selection of an agent bank. It lists the applicants and indi-
cates those tentatively selected. The memorandum, signed by the
members of the commitﬁee, is sent to a committee composed .of the
Executive Vice President and Eximbank departmeﬁt heads for consid-
eration. If.approved By this coﬁmittee, coples of tﬁe memorandum
are distributed to members of the Eximbahk Board of Directors.
In appropriate cases proposed loans are cleefed By Eximbank's
ISC representative with the Deputy Assistant Administrator for Mar-

_ket Development and Pregrams, Foreign Agricultural Service, Depart-

ment of Agriculture, concerning the justification of the loans on
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the grounds that fhey will expand markets for United States agri-
cultural products and whether the objectives for which the loans
are requesfedﬂwould violate statutory prohibitions against competi-
tion with United‘States agricultural commodities.

When there 1s a question concerning products made from agri-
cultural commodities or the export of manufactured products to ﬁhe
United States, Eximbank's ISC representative clears the question
with the Assistant Director, Bureau of Foreign Commerce, Depart-
ment of Commerce.

Eximbank clears loans with the

Natlional Advisory Councll on
International Monetary and Findncial Problems

Following enactment of the Cooley Amendment in Aungust 1957,
Eximbank secured certain basic clearances from the National Advi-
sory Council on International Monetary and Financial Problems (NAC)
which included (1) that Eximbank would not insert the maintenance-
of-value clause in section 104(e) loan agreements, (2) that the in-
terest rate would fit the pattern in the foreign country and not
the United States pattern, and (3) that the repayment periods
would be similar to those contained in dollar loans made by Exim-
bank. |

The Eximbank advises the NAC, by memorandum, of proposed
loans, the amounts and purposes of the loans, the interest rate,
and the terms of repayment and asks whether any objectlion 1s per-
ceived to the Bank's establishing credits along the lines indi-
cated. NAC distributes copies of Eximbank's memorandum to the
agencies represented in NAC, and if no objections are made, NAC

grants the required policy approval.

369



Eximbank clears loans with
foreign government concerned

There is usually included in the sales agreement an under-
etanding between the governments of the United States and the for-
elgn country, signed when the sales agreement is signed, which
identifies the agency of the forelgn country with which Eximbank
will clear all applications prior to making loans and sets forth
the procedures to be used in olearing proposed loans. The desig-
nated agency is usually one of the ministries or agenciles of the
foreign country or the Central Bank.

As eligible applications are received, Eximbank advises the
designated agency of the identity of each applicant, the amount of
the loan requested, and the purposes for which the loan proceede
could be used.

Wnen the applications have been brought to the point where
Eximbank is ready to propose them to the forelgn government, Exim-
bank advises the United States Ambassador. The Bank also advises
the Ambaseador of tne intereet rate, the repayment terms, and Exim-
bank's choice of an agent to represent it in tne forelgn country
in connection with 1oans established.

The Eximbank Staff works out a proposed apportionment of
funds for the various types of loans, taking into consideration
the purposes and objectives stated in the applications. Eximbank
consults with the country concerned and, at its suggestion, sets
up loan prilorities on theibasis of the country's preference for
fixed asset or working capital loans. Also, a country may favor
loans to firms producing capital goods rather than coneumer goods.

In some instances, Eximbank requests the opinion of the local
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representatives of the foreign country concerning priorities to be
given in connection with proposed loans.

As prévi&ed'in the memorandum of understanding signed by the
parties to the sales agreement, Eximbank notifies the designated
agency when it i1s prepared to formally approve the loans. The
Bank indicates the probable range of the interest rate and the re-
payment period of a proposed loan. The memorandum of understand-
ihg provides that if Eximbank has not received a communication
from the agehcy within a 60-day period, it will be understood that
the agency has no objection to the proposed loans. In practice, |
Eximbank has not taken favorable action on a proposed loan until
the agency of the fofeign government has indicated its approval by
an affirmative action.

Eximbank prepares loan agreements

When Eximbank has received the necessary clearances and ap-
provals from NAC, the Departmeﬁt of Agriculture, the Department of
COmmerce, and the agency of the foreign government, the Eximbank
loan processing committee presents the proposed loans to the Exim-
bank Board of Directors for approval.

When the applications have been formally approved and the for-
eién agency has been advised, the lawyer member of the processing
committee prepares a loan agreement which is negotiated by Exim-
bank with the borrower, either directly or through the agent bank.
The agreement establishes the amount of the loan, the interest
charge, the terms of repayment, and the disbursement procedures.
It contains a provision for payment of an administrative charge to

Eximbank's agent bank which is generally deducted from the first
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disbursement to the borrower. The borrower indicates his accept-~

ance of the agreement by signing and returning it to Eximbank.

Eximbank appolnts foreign agent banks
and establishes procedures

Eximbank hires an agent in the foreign country, usually‘a
bank, to make disbursements and collections under the loans it es-
tablishes. It prefers the foreign branch of an American bank, but
in soﬁe instances it has to use foreign banks orAthe United States
Embassy dlsbursing offices.

The lawyer member of the Eximbank loan processing committee
prepares a detailed agreement which is executed by the appropriate
officiél of Eximbank and an official of the aéent bank. The agree-
ment'provides for the agent's compensation for its'services, sets
forth the agent's duties in securing promissory notes and required
docuﬁeﬁtation from the borrower, and describes the procedures to
be followed in making disbursements and collections under the
loans. | .

Aifhough they may vary from country to country, depending
upon how and by whom the disﬁursements are made, the procedures es-
tablished by Eximbank for agent banks are substantially as follows:

The lawyer member of the Eximbank'dommittee prepafes and sends
to the agent bank a certificate to be signed by the borrower:
which, among other things, requires disclosure of any payment or
agreement to pay a fee to any one in connection with the establish-
ment and operation of the loan.

The agent bank accepts déposits from the United States dis~
bursing officer for the account of Eximbank. It fﬁrnishesla re-

ceipt to the disbursing officer for each deposit received and
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immediately advises Eximbank by air mail letter of the amount de-
posited. From time to time, the agent bank receives requests for
disbursement from the borrower, together with documents specified
by the loan agreement-between Eximbank and the borrower. The agent
bank determines whether the requests and the documents conform to
the requirements of the loan agreement and, if satisfied as to |
thelr conformance, makes the requested disbursement. It advises
Eximbank by air mail letter of the amount disbufsed. The agent
bank retainé the promissory notes executed by the borrower in fa-
vor of Eximbank, the requests for disbursement, and documents
which include evidence of péyment by the borrower for items for
which it seeks reimbursement. The agent bank is reimbursed by the
borrower for its services in connection with the loans by way of
an administrative charge, which is generally deducted at the time
the first disbursement is made under the loan. The administrative
charge 1s based upon the amount and term of the'loan and the rules
and practices prevaient in the particular country.

The agent bank.bills the borrower for maturities due, makes
collection of interest and principal, and credits the Eximbank ac-
count. All collections are reported immediately to Eximbank by
air mail letter. The agent bank is instructed to notify Eximbank
in the event of default by the borrower in payment of interést on
or principal of any note and to consult with Eximbank concerning
action necessary to effect collection.

At the end of each month the agent bank submits a report to -
Eximbank‘showing for the month the amounts, recipients, and daﬁés

of disbursements made on behalf of Eximbank; the borrower, amounts,
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and dates with respect to any administrative chargés deducted, as
well as date of the first sefies of notes of said borrower and the
final maturity date of said seriesj; the date and amount of ‘each
withdrawal from ﬁximbank's’account with the agent bank; and the
amounts and dates of collections of principal and interest from
borrowers. The report shows on a cumulative basis the status of
loans, including for each loan the total amount established, the
amount lapsed or canceled, the explration date, the amoﬁnt not‘yet
disbursed, the amount disbursed, the amount repaid, and the amount
of the outstanding indebtedness of the borrower. The ageht bank

| also submits a monthly bank statement showing the balance in the
account of Eximbank. The information contained in the report is

checked against the ledger record.
Accounting for foreign currencies

The allocation of foreign currencies to Eximbank, by the Bu-
reau of the Budget, for loans under section 10k(e) is automatic,
being the amount specified in the agricultural commodity sales
agreement between the United :States and the country concerned.
Currencies allocated for section 104(e) loans must be committed by
Eximbank within 3 years from the date of the sales agreement;
otherwise they revert to the United ‘States Government.

United States disbursing officers in foreign countries report
collections of foreignAcurrencieé under title I sales agreements
to the Treasury Department.. The Treasury Department issues a
monthly report of transactions in Public Law 480 Treasury accounts
showing, by country and agreement, the cumulative totals of collec-

fions, withdrawals, and balances.
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Taking into éonsideration the active applications for loans
and the information in the monthly report of the Treasury Depart-
ment, the Ecoﬁomics Division determines the amount that Eximbank
will request the Bureau .of the Budget to apportion for section
104(e) loans in the country concerned. The justification is pre-
pared by the Economics Division, and the request for apportionmént
is prepared by the Accounts Division.

| Upon receipt of the apportionment, the Treasurer of Eximbank
requests the'United States disbursing officér in the country con-
cerned to transfer the amount apportioned from the Treasury account
(20FT580) to the Eximbank account (83FT580).l The request for
funds 1s cabled to the disbursing officer.and confirmed by a let-
ter. Upon the receipt of a cable in which the disbursing officer
‘advises that the transfer has been made, the Economics Division is
notified in order that the committee which is pr%cessing the loan
application(s) may be informed before a loan is proposed to the
Board of Directors.

Subsequently, the disbursing officer is requested.to-transfer
- a specified amount from the Eximbank account to Eximbank's agent
in the foreign country, against the agent's receipt for such funds.
Eximbank advises the disbursing officer that it has made arrange-
ments with the agent bank to make disbursements and collections un-
der Eximbank loans in the foreign country and that the funds trans-
ferred to the agent bank will be used for disbursements under the

loans established.

l .
Foreign currency accounts and symbols are described on pages 306
to 308.
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All loan transactions are recorded in subsidiary loan ac-
counts ledgers, in the denominations of the individual currencies,
-and a separate general 1edgef is maintained in the Accounts Divi-
sion of the TresSurer's office for the activities in each country.

In addition to the general ledger, a control record is main-
tained by the Accounts Division which shows for each country the
anounts, denominated in the currency of the foreign country, of
the allocations and apportionments receivedj; the amounts trans-
ferred from the Treasury Department account to the Eximbank ac-
count with the United States disbursing officer in the fofeign
country; the amounts transferred from the Exinbank account to the
Eximbank sgent bank in the foreign country; the Eximbank expenses
in connection with loans made; and the disbursements and collec-
tions made by the agent bank. The control record shows as to each
country the amounts Eximbank has to its credit with the disbursing
officer and with the agent bank, enabling the Treasurer of Exim-
bank to determine whether Eximbank has sufficient funds in the Ex-
imbank account in a country to cover propqsed loans in that coun-
try and whether Eximbank has sufficient funds with its agent bank
to make necessary disbursements under the loans which Eximbank has
established. At the énd of each month the Accounts Division, Exim-
‘bank, computes the amounts shown on the control ledger in fo:eign
currencies and reconverts the amounts into their doliar'equivalent.

The transactions are recorded in the general ledgérs in for-
eign currencies only and are posted to the control record as they
occur, in foreign currency and the dollar equivalemt. .The control

feéord provides information which is necessary in the preparation
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of various reports required by fhe Treasury Department and the Bu-
reau of the Budget. Approximately 30 reports which shéw Exim- .
bank's accountability for and use of foreilgn currencies are pre-
pared for these égencies during each quarter of the flscal year.

Eximbank!s internal controls

Eximbank exercises vafiousAcontrols over 1ts section loh(ej
loan activities. In additlon to ¢ontrols previously mentioned,. 1t
15 Eximbank's present practice to send out.lettefs to borrowers
for confirmatién of loan balances and interest due Eximbank as of
specified dates. Balances on deposit with foreign financial insti-
tutions are also confirmed. |

The Treasurer's.office coordinates 1ts section 104(e) loan ac-
tivities with the Eximbank Cooley loan cpmmitteelwhich processéd
the loan applications and with other Eximbank officials. Questions
concerning the timing and use of funds, based upon Eximbaﬁk's re~
quirements, and questions relating to forelgn cﬁrrency procedures
are coordinated with the Technical Assistant to the Fiscal Assist~
ant Secretary of the Treasury aﬁd the Foreign Currency Branch, Di-
vision of Central Reports, Bureau of Accounts, Treasury Department.
Questions concerning Eximbank's forelgn currency transactions afe
coordinated with the'Special Assistant for Foreign Currency, Of-

fice of Finance, Bureau of Administration, Department of Stéte,

Use of foreign currencies
for administrative expenses

Section 104(e) of Public Law 480, as amended by Public Law
85-128, approved August 13, 1957 (71 Stat. 345), made no provision

for Eximbank's expenses in making and administering loans under

377



the section. However, the Suppiemental Appropriation Act, 1959,
approved.August 27, 1958 (72'Stat. 86#), authorized Eximbank to
use the equivalent of $200,000 of the aggregate amount of foreign
currencies made evailable to Eximbank for loans pursuant to Public
Law h80; for expenses of Eximbank in foreign countries incident to
such leans. Title III of the Mutual Security Appropriation Act,
1960 (73 Stat. 722), contains a simllar authorization except that
the Eximbank expenses for which the currencies may be used are_not
limited to expenses 1n foreign countries.

Section 104(g)--Eximbank assists ICA on
. loans og currencies to foreign governments

Responsibility for the use of foreign currencies under sec-

tion 104(g), Public Law 480, for loans to promote multilateral
trade and economic development was delegated by Executlive Order
10566 ef September 9, 1954, to the Foreign Operations Administra-'
tion (now International Cooperation Administration (ICA)). The admin-
istration of section 10h(g) by ICAis discussed on pages 210 to 219.

Loans under section 104(g) are made under the general direc-
tion of ICA. The work of Eximbank consists principally of execut-
ing loan agreemehts which have been negotiated by ICA and adminis-
tering the credits under the tefms indicated in fhe loan authoriza-
tion from ICA to Eximbank. |

Eximbank does not partieipape with the other interested agen-
cies, or threugh ISC representation, in considering proposed‘sales
agreements and currency uses for loans under section 104(g). ICA
does not consult Exlimbank prior to determinipg‘that a loan will be
established.
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Eximbank enters 1into the procedures applicable to section
104(g) loans when it receives a letter from the Director of ICA
which (1) states that a determination has been made to extend a
line of credit in a specified amount to a designated country, (2)
allocates to Eximbank the dollar equivalent of a spécified amount
of the currency of the country concerned, from funds allocated and
to be made available to ICA from currencies accruing under a sales
agreement between the governments of the United States and the
country concerned, and (3) requests Eximbank to establish a line
of credit to implement the determination made and to administer
the credit under the terms indicated in the loan authorization
from ICA to Eximbank; which is attached to the letter.

Preparation and execution of loan agreements
_ The loan agreement is prepared by the Loan Administration
Staff, Office of Deputy Director for Operafions, ICA, and sent to
Eximbank for execution. The agreement is complete with the excep-
tion of the schedule of payments which 1s prepared by the Treasur-
er's office, Eximbank. The use of promissory notes was discontin-
ued 2 or 3 years ago.

When the letter from the Director of ICA is received at Exim-
bank, one of the Eximbank attorneys examines it and prepares a mem-
orandum to the Eximbank Board of Directors in which he summarizes
the letter and recommends that the Board authorize the loan in the
amount determined by ICA and under the terms and conditions incor-
porated in a proposed resolution which he submits with his memoran-
dum. The ICA letter is included in the Eximbank resolution which
(1) sets forth the authority for the establishment of the credit
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as requested, on the terms specified by the Director of ICA, (2)
authorizes the establishment of the credit, and (3) authorizes the
President or a Vice President of Eximbank to execute the loan
agreement for the Bank. The resolution is adopted by the Board of
Directors and attestedjto by the Secretary of Eximbank.

Eximbank establishes the lline of credit by having the loan
agfeement executed by duly authorized representatives of the Bank
and the borrowing government. The agreement is sighed at the Exim-
bank by the Ambassador or other authorized official of the borrow-
ing country and by'the President or a Vige Presidenf of Eximbank.
The loan agreement'is'filed in the office of ﬁhe Treasurer of Exim-
bank, and coples are sent to ICA and to the‘liaison office and the
International Educational Exchange Service of the Department of
State. . |

.If a question arises in connection with a provision of the
proposed loan agreemént or if the Ambassédor or other representa-
tive 'of the foreign government requests any change in the proposed
agreement, the Eximbank attorney makes the required chahge, after
consultation with and approval by ICA.

Disbursements under loan agreements

As a condition_pfecedent to the first disburéement under the .
loan agreement, the forelgn government 1is required to furnish Exim-
bank: . | o

(1) Evidence of authority of the person who has ékecuted the

loan agreement and otherwlse acts as the representative
of the foreign government in connection with the loan.

(2) An opinion by the Minister of Justice of the foréign gov-

ernment, or other legal counsel satisfactory to Eximbank,
which satisflies Eximbank that the foreign government has
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taken all action necessary ﬁnder its constitutional léws

to authorize the contracting of the loan and that the

agreement constitutes the valid and binding obligation of
- the government in accordance with its terms.

The Eximbank attorney requests the Ambassador to furnish the
required evidence of authority and the legal opinion and, at the
time the loan agreement is executed, advises ICA whether these doc-
uments have been furnished. They are usually delivered to Exim-
bank after the loan agreement has been signed. The Eximbank attor-
ney makes the Eximbank determination as to the adequacy of the doc-
uments. | | |

In practice, no funds are assigned to Eximbank. ICA makes
all disbursements under the loans and advises Eximbank, usually on
a monthly basis, éoncerning disbursements made. The Treasurer's
office, Eximbank, records the disbursements in the books of ac-
count and notifies the 6bligor, with instructions to acknowledge
the receipt of the currencies.

Collections under loan agreements

The Treasurer's office, Eximbank, bills the borrower about 30
days prior to maturity, in amounfs computed in accordance with the
terms of the loan agreement. The billings, which are prepared by
the Accounts Division and signed by the Treasurer of Eximbank, di-‘
rect the borrower to make payments, either in United States dollars
by bank draft to Eximbank or in dollar equivalent in the currency
of the country, to the United States Embassy disbursing officer.
Eximbank does not receive any foreign currency collected under the
loans. The Treasury Department advises Eximbank of collections

made, and the Accounts Division records the amcunts in the loan

records of Eximbank.
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If on a payment date there is no mutual agreement on an appli-
cable exchange rate, Eximbank will provisionally accept the pay-
ment made by the borrower. The Treasury Department makes a deter-
mination as to the rate, and if this determination is not in ac-
cord with the computation of the borrower, Eximbank must notify
the borrower‘within 30 days from payment date that the payment is
not acceptable. If there 1s no agreement within 60 days of such
notification, Ekimbank returns the local currency and demands pay-.
ment in dollars. |

If an executed loén agreement provides for repayment in the
currenCy‘of the foreign countfy and thereafter the borrower de-
sires to make repayment 1n goods or other form, or to modify the
agreément in any manner, the amendment must be mutually acceptable
to the United States and the foreigﬁ government. ICA negotiates
such an amendment ahd issues instructions to Eximbank for execut-
ing it.

The loan agréements provide that,in case of default by the
borrower in making payment of inferest or principal due, Eximbank
may at its opfion declare the entire loan due and payable. 1In
practice, however, any decision by the Bank in connection with a
default would be,made in consultation with ICA, the Department of
State, and the National Advisory Council on International Monetary
and Financial Problems. -

The Treasurer's office, Eximbank, verifies on an annual basié
the amounts disbursed to and collected from the foreign countries,
by confirmations sent to the Embassies of the'fore%gn governments

in Washington, D.C. The Accounts Division prepares monthly
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statements and reports for ICA covering Eximbank's over-all loan
operations under section 104(g).

ICA feimﬁurses Eximbank for cost of services

The Eximbahk is reimbursed on a quarterly basié by ICA for
the work performed in connection with the loans. Expenses reim-
bursed include prorated shares of rent, suppllies and materials,
and éost of_time expended bj Eximbank personnel other than the ex-

ecutive officers and the members of the Board of Directors.
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UNITED STATES INFORMATION AGENCY

RESPONSIBILITIES UNDER PUBLIC LAW 480

The Uniteéd -States Informatlon Agency (herein referred to as
- USIA) has the following responsibilities in.the operation and ad-
ministration of the Agricultural Trade Development and Assistance
Act of 1954 (7 U.S.C. 1691): |

1. Using forelgn currencies, pursuant to section 1O4(f) of
. the act, for United States obligations abroad which the
agency 1s authorized to pay. .

2. Using foreign currencies, pursuant to section 104(1) of
the act, for financing the translation, publication, and
distripution of books and periodicals, including Govern-
ment publications, abroad.

3. Using foreign currencies, pursuant to section 104(j) of
the act, for providing assistance to community centers
and libraries, abroad, founded or sponsored by .citizens of
-the United States and serving as demonstration centers for
methods and practices employed in the United States as au-
thorized by sectlion 203 of the United States Educational
Exchange Act of 1948, as amended (22 U.S.C. 1448).

4, Using foreign currencies, pursuant to section 104(m)(A) of
the act, for financing trade fair participation and re-
lated activities authorized by section 3 of the Interna-
tional Cultural Exchange and Trade Fair Participation Act
“of 1956 (22-U.S.C. 1992).

ORGANIZATIONAL COMPONENTS PERFORMING
PUBLIC LAW 4060 FUNCTIONS

The Information Center Service (herein referred to as ICS)
administers the Public Law 480 programs of USIA. In the develop-
ment of individual country plans and projects, the Director of ICS
is required to coordinate them with other.USIA components, includ-
ing the area offices and appropriate field officers, and to obtain
concurrence as to each plan or project. Organizational charts of
the United States Information Agency and the Information Center
Service are included in appendix C, pages 491 and 492.
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The Publications Division and the Cultural Operations Divi-
sion are the ¢rganizational components of ICS with prineipal ad-
risory, réview, and operatlng responsibllities in connection with
the USIA programs under sections 104(1) and 104(j). After con-
sultation with the chiefs of these divisions, the Director of ICS
determines the countries in which there should be Public Law 480
programs. He is authorized to state the agency's position on these
programs,'except when policy decislons are 1nvolved, and to make
final decisions in the execution of the programs.

A staff officer of ICS is the USIA representative on the In-
teragency Staff Cqmmittee on Agricultural Surplus Disposal (ISC).

The.Public Affalrs Officer at each USIS foreign mission postl
develops, in accordance with USIA policles, the projects to be ex-
ecuted under Public Law 480; determines the apprepriate size, com-
position, and cost of each project; and submits detalled program
proposals and cost estimates to the ICS for approval. He adminis-
ters approved projects and reports to ICS on thelr progress and
completion. |

The USIA has appointed an advisory committee, composed of rep-
resentatives of the publishing industry active in the foreign mar-
ket, to (1) advise on the administration ef the textbook program,
(2) serve as lialson with the United States publishing industry,
and (3) assist USIA in obtaining nrofessional and technical skill

to promote the success of the program.

lThe USIA missions operating in foreign countriés are designated
as USIS (United States Information Service) missions. The Public
Affairs Officer is the head of the mission.
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The Cffice‘of Policy and Plans, the 0ffice of General Counsel,
the Office of Administration, and the Area Offices review individ-
ual country plans and projects at varlous stages of thelr develop-
ment and furnlsh concurrences to ICS.

The Budget Divislon of USIA prepares justificatibns for allo-
catlon and apportionment, based on material supplied by ICS and
Public Affairs Officers, and partlicipates with ICS representatives
ét the'hearings held by the Bureau of the Budgeﬁ on the requests.
It receives the appdrtionment approvals from the Bureau and makes
allotments to the Director of ICS or the Public Affairs Officers,
as appropriate, to carry out approvéd section 104(1) programs, and
makes allotments to the Director, ICS, for approved section iOH(j)
programs. ' | ' |

The budget staff of ICS prepares, for internal use by the or-
ganizational components of USIA, monthly reports on obligations,
by countries, which also show the allocatibns_and apportionments
recelved and the allotments made.

The Finance Division, Office of Administration, ciears the
ICS requests that the Unlted States disbursing officers in the
countries concerned transfer apportioned funds which have been
allotted to ICS, from the Treasury Department Public Law 480 ac-
count to the USIA account. A copy of each request is furnished to
the Treasury Department for information. The Flnance Division pre-
pares monthly reports to the Treasury Department and the Bureau
of the Budget on the status of oblligations and expenditures. It
also prepares the over-all fiscal reports relating to USIA Public

Law 480 programs.
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An internal audit group in the Finance Division agdits Agency
transactions under Public Law 480 during its regular audits. Cop-
ies of its reports of audit are furnished to appropriate officlals
6f USIA, and copies are available to the General Accounting Office.
ACTIVITIES OF USIA UNDER PUBLIC LAW 480 |

- The USIA assists in the interagency coordination of Public
Law 480 programs and uses foreign currencies pursuant to authority
delegated under section 104 of thé act. These activities are dis-
cusSed in greater detall below.

Interagency coordlnation

The USIA represehtative on the Intéragenc& Staff Committee on
Agric¢ultural Surplus Disposal attends ISC meetings in which pro-
posed sales agreements with foreign countries arelbeing considered;
outlines the Agency's tentatlve programs which have been prepared
by 1ts Public Affairs Officers in overseas areas, reviewed and con-
curred 1n by the appropriate organizational components of USIA,-
and approved by the Director, ICS; and‘requests ISC approval for
use of currencies to be generated under the agreements to carry
out approved USIA programs. The USIA representative 1s usually em-
powered to statefthe Agency's position on proposed Public Law 480
programs before the ISC. When in doubt as to his authority, he
sﬁbmits the question to the Director, ICS, for declsion.

Use of foreign currencies

Under Executlve Order 10560 of September 9, 1954, as amended,
USIA shares with other Government qgencies the responsibility for
foreign currency uses pursuant to sectioh th(f)'onPublic'Léw 480.

Provisions in the USIA appropriations for fiscal years 1959 and
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1960 require the agency to purchase minimums of $9 million and
$1k million, respectively, in United States-owned foreign curren-
cies. USIA pﬁrchases these foreign currencies from the Treasury
Department with appropriated dollars and uses them to pay expenses
incurred in overseas areas.

Public Law 480 funds are used by USIA on a nonreimbursable
basis under section 104(i) and (j) to finance programs and ac-
tivities not financed out of appropriated funds and to eXecute
programs it is unable to undertake under its regular appropria-
‘tions. The present USIA programs consist of two types of activity
as follows:

(1) Furnishing assistance, under section 104(i), to countries
in the translation, publication, and distribution of free
world and United S%ates oriented textbooks in local lan-
guages, for sale at prices which students and ministers
of education can afford to pay, and

(2) Furnishing assistance, under section 104(j), to bina-
tional organizations for capital improvements, consisting
of the acquisition or construction of community center
buildings and facilities or the prepayment of long-term

leases, to be used to further friendship, understanding,
and good will between the United States and the countries

concerned.

Section 104(i)--textbook programs

Public Law 726, approved July 18, 1956 (70 Stat. 559),
amended Public Law 480 to provide under section 104(i) for the use
of foreign currencies generated under commodity sales agreements
for financing the translation, publication, and distribution of
books and periodicals, including Government publications, abroad.
Not moré than $5 million may be allocated for this purpose during

any fiscal year.
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By EXecutive Order 10560 of September 9,‘195h, as amended,
the President delegated the administration of section 104(i) of
the act to the United States Information Agency.

The scope of the textbook pregrems, the dollef equivalent
(based en agreement rates) of the foreign currencies obligated dur-
ing the last‘halfrof fiscal year 1959, and the kindslof publica¥
tions being translated, published, and distributed are‘shown'in
the table below. |

Amount
Country obligated Programs
Austria $ 17,116 University-level government, law, engineering, and business adminis-
tration.l Nuclear physics, chemistry, and sociology.2
Colombia 50,000 Univerzity~level economies, political sclence, and English teach-
Finland 249,980 Paper purchased for textbook programs in paper-short countries in
Asia.
France 50,000 - Uhited States classics and reference books.l To be sold through a
‘ new American-type book store and book club.
Greece 100,000 College~level English teaching, geography, hisgory, and science.1 A
: Greek-English dlctionary of technical terms. :
Iran . 1kg,000 University-level civics, wfrld history, government geography,
‘ literature, ‘and sclence. ’
Italy 150,000 Printing and bindery equipment for Uhited States textbook programs
n Asia.
100,000 United States and related classics of democracy.l
Pakistan 200,000 One-volume encyclopedias in Urdu and Bengall for sicondary schools
and‘universities in both West and East Paklstan.
Peru © 50,000 Unlversity~level economics, government, education.2
Turkey 100,000 Universlty-level business administration, history, and American

classicsj elementary school subjects.

Total $1,207.096 )
lTextbooks belng selected for translation.

2Textbooks belng translated for publication.
3rextbooks belng published..

In addition, two of the countries listed above were recipilents-
prior to January.l, 19593 Austria, $17,951 equivalent and Finland
$550,000 equivalent.
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Planning and approval of projects--Following instructions

given by ICS, the USIA missions in the foreign countries perform
the original_planning of proposed programs under section 104(i).
The Public:Affairs Officer (hereafter referred to as PAO) in the
eountry cencerned makes a preliminary survey to determine the fea-
sibility of projects under this section and, if found to be fea-
sible, determines the optimum level and size of the proposed proj-
ects and the order of priority. His report to ICS includes a
brief description of each project and an esfimate of the amount of
Public Law 480 currency required for each. This information is re-
viewed by the Publications Division'of ICS and other appropriate
USIA components and, followlng theilr concurrénce, the'proposed pro-
gram 1is tentatlvely approved by the Director of ICS.

When it is considering a proposed sales agreement with a
foreign country, the Interagency Staff Committee on Agricultural
Surplus Disposal (ISC) considers the propoeed USIA projects in
that country. If the ISC approves the project(s), an amount'is‘
designated for USIA uses under section 104(1). The amount may be
included in an over-all figure designated for uses by several Gov-
ernment agenciles.

. The ICS notifies the PAO in the ceuntry concerned when a new
sales agreement has been signed, or an existing sales agreement
amended, which authorizes the use of foreign curreneies under sec-
tion 104(1). The PAO then submits to ICS & brief narrative sum-.
mary-of the proposed project and a detailed plan which ineludesv
the following information: (1) the flelds of study to be included

in the translation project and the levels (primary, secondary, or

391



college) of thertextbooks, (2) the approximate number of titles,
the estimated number of copies per title to be published, and the
estimated cost of the project, (3) arrangements for participation
by the Ministry of Education (or local educational institution)
and local publisher or publishers, including the estimated cost
elements to be covered by investments by local participants, (4)
.an indication of the adequacy of dollar or free currency support
to be subscribed locally to cover payment of rights and royalties
‘and the net amount of Public Law 480 currendy required, (5) state-
ment of reasonable assurancé that books published will be used as
claésroom texts or required supplementary'reading, and (6) tenta~
tive time schedule for using the Public Law 480 currency, indicat-
ing the fiscal year'or years in which obligations are expected to
be incurred and, if spread over more’than 1 fiscal year, the amount
to be obligated in each year. After the project plans are re-
'viewed and concurred in by appropriate USIA components, final ap-
.proVal.is given by the Director, ICS.

Allocation and apportionment of forelgn currenciés--ICS ini-
tiates fequests for allocations of forelgn currencies under Public
Law 480 for USIA programs whiéh have been approved by the Director
of ICS. The Budgef Division of USIAlsubmits these requests to the
Bureau of the Budget, usually on a semiannﬁal basls. Hearings by
the Bureau are attended by répreéentatives of ICS and the Budget
Division, who furnish information to jJjustify the ailocations, The

Bureau revliews the proposed projects and notifies fhe agency of

o

1ts approval, disapproval, or deferment of the requested alloca-

tions, furnishing the feasqns for disapprOVal or deferment. The
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Budget Division forwards the notice to ICS, which then advises the
fleld missions concerned. If the allocation has been approved, .
the PAO prepares the necessary plans and detalls for executing the
program. |

When the ICS is prepared to proceed with the approved pro-
grams, 1t advises the Budget Division which reviews'and analyzes
the apportionment request, prepares addltional justification, if
required and requests apportiomnment of the funds.

The Bureau of the Budget may apportion ‘funds for section
th(i) projects at the time 1t approves the allocation; otherwise
it usually holds a hearing on the apportiomment request. When an
apportionment 1s approved, the Bureau sends the apportionment docu-
‘ment to the ﬂSIA Budget Division. The Budget Division notifies
ICS, which then advises the PAO that apportionment has been re-
ceived. The ICS, with the clearance of the Finance Division, re-
quests the United States disbursing officer at the forelgn post
concerned to transfer the apportioned funds, which have been dl-
lotted to ICS, from the Treasury Public Law 480 account to the
USIA account. ‘A copy of this request 1s furnished to the Treasury
Department for information. The Public Affairs Officers arrange
for the transfer of funds allotted to them.

Allotment of currencles--In the majority of cases ICS‘adrises
the Budget Division of USIA when the PAO's are ready to‘execute
the programs and requests that funds be allotted. An allotment,
made' to a PAO in unlts of the local currency wlthout reference to
the dollar equivalent, is for a single fiscal year and may rep-
resent all or a part of the amount allocated for the project,
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depending upon the time schedule proposed by the mission. When
the advice of allotment form is received by the mission, the PAO
is authorized to incur obligations and approve vouchers for pay-
ment by the post disbursiﬁg officer. Freéent agency practice per-
mits the Director, ICS, to initlate contracts or grants for sec-
tion 104(1) projects administered by the Washington office. If
this is done, the Budget Division allots the funds to the Director
of ICS. If the allotments have been made to the Director of IS,
the disbursing officer reports to the ICS as disbursements are
madej otherwise, the USIA mission reports to the Finance bivision.
The teitbook program 1is administratively controlled by ICS, and
queétiohs which arlse are cleared by the PAO's wlth the Publica-
tions Division, ICS.

PAO establishes procedures for the selection of textbook

titles and supervises the translatlon--The PAO establishes the pro-

cedures and the mechanism for the selection of textbook titles to

be inciﬁded in the program and obtains ICS approval of any text-
book titleé selected which are not on approved lists. He takes
steps necessary to assure ICS that the books will be used as class-
room texts or as required supplementary reading: He selects, or
approves the selectioh of, the participating publisher(s)‘and de-
-termines the adequacy of the pub;isher's'inveStment.in the project.
' He makes sure that the participéting publisher (or,optidnally,

' the"Ministry of Education or the appropriate educational -institu-
tion) obtains translation rights from the American cobyright

hblder and makes such royalty payments as may be s&ipulated in the

- rights agfeement. The PAO supervises the translation and
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adaptation of the texts and gives flnal approval for the transla-'
tlons before authorizing publlication. If necessary, he obtains ap-
proval of the tran§lations from the Ministry of Education or from

the educational'institution concerned.

PAO submits progress and completion reports to ICS--The PAO
 submits progress reports to ICS every 4 months showing, by title

and language, the followlng: (1) the date and form of action be-
gun, (2) the status of the project as of reporting date and the es-
timated completion date, (3) the obligations incurred to reporting
date and the estimated total cost to USIA, stated in Public Law
480 local currencies, (4) the estimated investment by the partici-
pating publisher, showing the items of publishing cost which this
investment covers, (5) the number of copies to.be produced and the
estimated selling pfice to students or to the Minlistry of Educa-
tion, stated in. terms of Public Law 480 local currency. Immedi-
ately followlng publication of each book, the PAO forwards 4 cop-
ies to the Book Translations Branch, ICS, together with'a project
sheet. The project sheet shows the name of the post, the author
and title of the book (in English),.the language, the date of pub-
lication of the translated version, the name of the local pub- |
liﬁher, the number of coples printed, the cost incurred by the
post (for the editlon and per copy) in Public Law 480 funds, the
investment by the participating publisher or educational institu-
tion, and the retail price to students, educational Iinstitutions,
or the Ministry of Education. Similar information is furnished on
reprints of the book, but the PAO does not’sendICOpies of the re-
prints to ICS unless the text, an 1llustration, or the format has

been changed.
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Seetion 10#(12-—progrems.to assist binational organizations

Public Law 962, approved August 3, 1956 (70 Stat. 988),
amended Public Law 480 to provide under section 104(j) for the use
of foreign currenciles genefated under commodity sales agreemehts
for providing assistance to activities and projects authorized by
section 203 of the United States Information and Educational Ex-
change Act of 1948, as amended (22 U.S.C, 1448). The amendment
'provides'that foreign currencies which are availlable under the ,

- terms of any agreement for appropriation for the general use of
the United States cannot be used for the purposes of this eubsec-
tion () without appropriation therefor.

By Executive Order 10560 of September 9, 1954, as amended,
the President delegated the administration of section 104%(j) of
the act to the Department of State and the Uhited States Informa-
tion Agency, authorizing the use of foreign'currencies made avall-
able under the act to carry out the purposes of section lOH(j), in .
accordance with the division of resbonsibilities for the adminis-
\ tration of section 203 of the United States Information and Educa-
tional Exchahge Act of 19#8, provided by Reorganization Plaﬁ No. 8
of 1953 (22 U.S.C. 1461) and Executive Order 10477 of 'August 1,
1953, and by subsequent agreement betweeﬂ the Department'of State
and the United States Information Agency.

Programs for the expansion and improvement of American-
sponsored schools overseas are conducteéed by’the Department of
State, and programs}for the expansion and improvement ef facili-
ties of biqetional cultural organizations abroad afezcarried out

by the United States Information Agency.
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USIA.makes grants under section 104(j) for binational centers
in forelgn countries to encourage cultural exchanges and to pro-
mote bettér uhderstanding between the Unlited States and the for-
eign countries involved. Although the teéching of English is
stressed, the centers also promote activities such as concerts and
lectures and maintain libraries which include American béoks.
Prominent nationals, as well as American residents of the communi-
fies; serve on the centers' boards of directors.

The organizations supported are commﬁnity centers and librar-
les serving as demonstration centers for methods and practices em-
ployed 1n the United States and which are: (1) founded or spon-
sored by citizens of the United States, (2) nonprofit, honpoliti—
cal, and nonsectarian, (3) adtiVely engaged in promotihg a better
understanding of the United States by conducting educational and
information activities, and (%) approved and recognized by the-
host government and the United States missién.

Foreign éurrencies made avallable under section 104(j) are
being used by USIA for grants for the constfuction, pufchase, or
improvement of ‘buildingsj; the acqulsition and installation of fix-
tures and equipmenty and the prepayment of long-term leases of'

3 years or more, as shown in the table below.
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Country
Austria

Brazil

quombia
Ecuador
Iran
Italy

Mexico

Peru

Spain

Turkey

Total

Programs

Long-term lease for Innsbruckj struc-
tural alterations for Bregenzj re-
palrs and lmprovements for Vienna

" Purchase, construction, alterations,"

and long-term lease of buildings,
and purchase of equipment for bi-
national centers in Rio de Janeiro,
Sao Paulo, and 11 provincial citiles

Purchase of slte and assistance 1n

construction of building for Bogota

Acquisition of a slte and construc-
tion of bullding for Quito

 Construction and equipment of build-

ing, Teheran

Purchase’ of space and equipment for
Naples

Construction of an auditorium and
classrooms for Mexico Citys; pur-
chase of bullding for Guadalajaraj -
construction of building for
Monterrey

Construction of new bullding for Lima

- Construction of bullding for

Barcelonaj; long-term lease for
Valencia -

Purchase of land and construction of
bullding for Ankara

1Dollar equivalents are based oﬁ agreement rates.

Grants through
dJune %O, 1959

(dollar 1
equlvalent)

$ 31,171

162,090
280,000
50,000
250,000

155,000

400,000
135,000
240,193

900,000
$2,603,454

Plahning and approval -of projects--The.original planning of a

proposed program in a foreign country under sedtibn 104(3) 1s per-

formed by the USIA field mission under instructions given by the
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ICS. The PAO's report to the Director of ICS on the feasibility,
level, size, and order of priority of proposed projects 1s re-~
viewed by thehCu1turé1 Operations Division and other appropriate
USIA organizatidnal.COmponents before the proposed program is ten-
tatively approved by the Director, ICS.

When a proposed sales agreement with a foreign‘country 1s
being discussed in the ISC, the USIA representative presents the
Agency's proposed program to the committee and requests that the
use of curréncies to be generated under the sales agreement be au-
thorized for carrying out the proposed program. Until recently,
the amount approved by ISC for USIA uses under section 104(j) was
specified as a definite amount in the sales égreement. At the
present time, the amount may be included in an over-all figure
designated for uses by several agencies.

When the PAO receilves notification from ICS that a new sales
agreement has been'signed, or that an exiéting sales agreement has
been amended to authorize use of foreign currency under section
104(j), he submits a brief narrative summary and a detéiled de-
scription of each proposed project which includes the following
information: (1) the name and a comprehensive description of the
binational organization to be assisted, including its history, or-
ganization, and programs, and a detailed description of the aé—
sistance to be given, (2) a description of the lmprovements that
will result, i.e., the type of structure and the number, capacity,
and purpose of rooms which will become available, (3) an itemilzed
estimate of the total cost of capital improvements, stated in dol-

lars and local currency or in terms of dollars with an indication
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of the rate of exchange used to arrive at the dollar figures, ()
the amount of money expected to be raised locally, including esti-
mated value of donated land or buildings, and the net amouut of
ﬁublic Law 480 currency reQuired, (5) the expected future sauings
in operating costs or increases and improvements in services to be
rendered, aud (6) the tentative time schedule.

. Allocation and apportionment of foreign currencies--In accord-

ance with the detailed recommendations submitted by the PAO's and
approved by ICS, the Budget Division submlts semiannual requests
to the Bureau-of the Budget for allocation of Public Law 480 cur-
rencies. After hearings, the Bureau appraises the projects and
notifies the Budget Division, USIA, of the allocations approved
and the requests which have been rejected or deferred, furnishing
the reasons therefor. ICS notifies the PAO at the post concerned.

When ICS 1s prepared to proceed with approved programs, the
Budget Division submits an apportiomment schedule to the Bureau of
the Budgét and requests apportionment of the funds. The ICS noti-
fies the PAO's concerned of the apportionment made by the Bureau
and, wilth the approval of the Finance Divislon, Office of Adminis-
tration, requests.thquhited States disbursing officers in the
countries concerned to transfer apportioned and allotted funds from
the Treasury Public Law 480 account to the USIA accounts at the
mission posts. The Budget Division of USIA allots fundé appor=
tioned under section 104(j) to- the Director of ICS who makes the
grants to approved binational orgénizétions. B

PAO negotiates the grant agreement and supervises the proj-

ect--When a grant program has been approved and the foreign
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currencles have been allocated, apportioned, and allotted, the PAO
at the USIS post 1n the country concerned negotiates the grant .
agreement'with the binational organization.

The Director of USIA has furnished all USIS posts a statement .
of pollcies and procedures which govern the negotiation and ad-
ministration of grants under section 104(j) of Public Law 480, A
sample agreement, forwarded with the statement, illustrates the
form and general content of the grant documents‘to be developed by
the PAO's who are responsible for assuriﬁglthat'the terms of the
negotiated agreements are consistent with the stated USIA policy
on Public Law 480 funds, that they conform with regulations, and
that they protect the interests of the United States. 'Generally
speaking, the terms are to assure that a grant of an agreed amount
of funds will result in the accomplishment of the purpose for
which the grant is being made and that the cost 1is reasonable.

The PAO discusses problems with the United States Ambassador
and seeks his advice. To the extent practicable, he must obtain
the advice of the regional foreign buildings officer at the United
States Embassy.

The grant agreement is signed by the PAO and the appropriate
official of the binational organization (usually the Chairman of
the Board of Directors) and forwarded to the Director, ICS, for ap-
proval. After consulting with appropriate USIA officials, includ-
ing the Assistant Director for the area involved and the General
Counsel, to make sure that the terms of the agreement carry out
the purposes intended and adequately protect the interests of the
United States, the Director of ICS approves the agfeement and ad-
vises the PAO.
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By message to the post, prepared by ICS, the Director, USIA,
issues instructions as to the disbursements to be made under the
grant agreement and the accounts to be charged. The PAO is au-
thorized to approve vouchers for payment by the post dlsbursing

. officer. The PAO provides continuing supervision over each proj-
ect during 1ts execution to assure compliance with the terms of

the agreement.

Section 104 (m) (A)--Ffinancing participation

in trade fairs and related activities

Public Law 85~931 of September 6, 1958 (72 Stat. 1790),

amended Public Law 480 to provide for uses of foreign currencies
under section 104%(m) for financing in such amounts as may be spec-
ified from time to time in appropriations acts (A) trade falr par-
ticipation and related activities aﬁthorized by seétion 3 of the
International Cultural Exchange and Trade Fair Participation Act
of 1956 (22 U.S.C. 1992) and (B) agricultural and horticultural
fair participation and related activities. '
Executive Order 10827 of June 25, 1959,‘provided that the pur-
.poses of section 104(m)(A) of the act shall be carried out by the
United States Information Agency and those under section 104(m)(B)
of the act by the Department of Agriculture. |
USIA officials adﬁised that this delegation is an authoriza-
tion for USIA to ask for appropriations and to provide for uses of
foreign currencies under section 104(m)(A) of Public Law 480 for
financing trade fair pafticipation and related activitles and that
at the present time USIA does not have a program pursuant to this
delegation'of authority.
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OFFICE OF CIVIL AND DEFENSE MOBILIZATTION
RESPONSIBILITIES UNDER PUBLIC LAW 480

The prinéipal»activities relating to Public Law 480 for which
the Office. of Civil and Defense Mobilization (OCDM) and the Di-
rector of OCDM are responsible are as follows:

1. Assisting in the review and coordination of Public Law 480
programs. (A representative of OCDM is a member of the In-
teragency Staff Committee on Agricultural Surplus Disposal
(ISC), described on page 50.)

2. Determining from time to time the materials to be acquired
with foreign currencies under section 104(b) of the act
for a supplemental United States stockpile.

3. Using foreign currencies, pursuant to section 104(b) of
the act, to purchase or contract to purchase strategic or
other materials for a supplemental United States stockpile.

4. Advising on the barter acquisition of strategic and other
materials for the supplemental stockpile (OCDM designates
a representative to serve on the Supplemental Stockpile Ad-
visory Committee on Barter, an interdepartmental committee
which advises the Department of Agriculture).

ORGANTZATIONAL COMPONENTS PERFORMING
PUBLIC LAW 480 FUNCTIONS

The regular organization of OCDM performs or supervises the
work for which OCDM 1s responsible under Public Law 480. - An organ-
izational chart is included in appendix C, page 493.

The Assistant Director for Resources and Production is re-
sponsible for OCDM functions under Public Law 480. Production and
Materials, under the supervision of a deputy assistant direcfor,
i1s the organizational component which performs most of the work in-
volved in coofdinating activities under the act. The General Ser-
vices Administration (GSA) accepts materials for the supplemental

stockpile and stores and maintains them.
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OCDM ACTIVITIES UNDER PUBLIC LAW 480

The principal activities of OCDM under the act are outlined
ih greater detail below. They relate principally to the review of
programs for the sale of agricultural commodities for foreign cur-
rencies and the acquisition of strategic or other materials for
thé supplemental stockpile established by section 104(b) of Public
Law 480. |

Review of programs

Information on each title I sales program,.together with the
ISC agenda, is furnished by the Foreign Agricultural Service, De-
partment'of Agriculture, to OCDM in advance .of the ISC meeting.
The OCDM representative on the ISC reviews each program and deter-
mines the position that OCDM will take at the meeting, except that
any propoSéd.ﬁrogram that 1s inconsistent with established general
policy of OCDM 1s referred to the Deputy Assistant Director, Pro-
duction and Materials, for final decision on the positioﬁ to be
taken by OCDM. |

When a proposéd sales agreement 1s being considered, OCDM
does not ask for foreign currency for use under section 104(b) un-
less it appears that (a) the country involved in the sales program'
may have stratégic'or'other materials which are desired for stock-
piling or (b) there will be a surplus of foreign currency after

.the requests of other Government agencles have been taken care of.

Section 104(b)--purchase of strategic

and critical materials
The President was authorized under section”lok(b) of Public

Law 480 to use foreign currencies which accrue under title I of
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the act to purchase or contract to purchase strategic and critical
materials, within the applicable terms of the Strategic and Crit-
ical Materials Stock Piling Act (50 U.S.C. 98), for a supplemental
United States stockpile of such materials as the President might
determine from fime to time under contracts, including advance-

~ payment contracts, for supply extending over periods up to 10 years.
Materials acquired under this section could be in addition to the
émounts acquired under authority of the Strategic and Critical Ma-
terials Stock Piling Act, but they may be released from the supple~-
mental stockpile only under the provisions of section 3 of that
act.

Prior to September 21, 1959, the materials that could be pur-
chased with fdreign currencies under section 104(b) were limited
by the act to strategic and critical materials for a supplemental
stockpile. Public Law 86-341, approved September 21, 1959 (73
Stat. 606), amended this section to authorize the purchase of stra-
tegic and other materials for a supplemental stockpile and to
limit foreign currencies used for this purpose to the amounts spec-
ified from time to time in appropriation acts.

By Executive Order 10560 of September 9, 1954, the responsi-
bility for the use of foreign currencies under section 104(b) was
delegated to the Office of Defense Mobilization and the funcfion
of determining materials to be purchased or contracted for was del-
egated to the Director of the 0ffice of Defense Mobilization.

In Defense Mobilization Order-V-L of November l7,vl954, the
authority under Executive Order 10560 relative to the use of for-

eign currencies for purchasing or contracting for the purchase of
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materials for a supplemental stockpile was redelegated to the Ad-
ministrator of General Services, such authority to be exercised in
accordance with the programs certified by the Office of Defense Mo-
bilization.

The President's Reorganization Plan No. 1 of 1958 consolidated
the Office of Defense Mobilization (ODM) and the Federal Civil De-
fense Administration to form the Office of Defense and Civilian Mo-
bilization and transferred to the President the functions vested
by law in these agencies.

Executive Order 10773 of July 1, 1958, delegated to the Di-
rector of the Office of Defense and Civilian Mobilization, with
power of redelegation by him, all functions transferred to the
President by the provisions of Reorganization Plan No. 1 of 1958.
The act of August 26, 1958 (72 Stat. 861), changed the title of
the office to the Office of Civil and Defense Mobillization, and Ex-
ecutlive Order 10782 of Septembef 6, 1958, amended Executive Order
10773 to6 show this change. |

No materials have been acquired under section 104(b)

We were advised by officials of OCDM that in a few instances
ODM requested allocation of foreign curréncies for use under sec-
tion 104(b) and currencies were allocated by the Bureau of the
Budget but that no formal requests for apportlonment were made and
no materials were purchased or contracted for under section 104(b).
We were advised also that OCDM has not requested any foreign cur-
rency under this section. The officials said that acquisitions of
materials by barter under section 303 of the act for the supple-
mental stockpile afford simultaneous disposal of surplus agricu14

tural commodities under Public Law 480 and that it is logical to
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assume that countries supplying such materials to the United States
Government would prefer to barter or exchange them for agricul-
tural comﬁodifies than to accept payment in their local currenciles.

Determining materials-to be stockpiled

Under the Strategic and Critical Materials Stock Piling Act;
OCDM is authorized and directed to determine, from time to time,
which materials are strategic and critical and to determine the
Quality and quantitiés of such materials which Shall be stock-
piled under the act. The function of detérmining materials to be
purchased or contracted for under section 104%(b) of Public Law 480
for a supplemental stockpile was delegated by Executive Order
10560 of September 9, 1954, to the Director of the Office of De-
fense Mobilization.

The Director, ODM, prepared two tables each year for fiscal
yeérs 1955-1958 showing the materials needed for the stockpiles
and included the tables in procurement directives issued to the Ad-
ministrator of General Services, usually at the beginning of’ the
year. Table I showed kinds and quantities of strategic and crit-
ical materials to be purchased by GSA for the national stockpile,
and table II showed materials for the supplemental stockpile. GSA
wés directed to purchase the materials set forth in table I and to
approve commitments for barter toward strategic and critical ﬁate-
rials stockpile objectives and for procurement toward a supple-
mental stockpile as shown 1in table II.

-Materials listed in table II could not be placed in the na-
tional stockpile unless specifically authorized by ODM. If any ma-

terials had been purchased with foreign currencies for the
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supplemental stockpile under section 104(b) of Public Law 480,
fhey would have been those listed in table II.

| The OCDM directive to GSA for fiscal year 1959 did not in-
clude table II. OCDM officials advised us that a supplemental
stockpile 1list was not issued for fiscal year 1959 or fiscal year
1960. They explained that OCDM's position is that such a 1list is
not now necessary because materials which may be acquired for the
supplemental stockpile, through barter or exchange under sectian
303 of Public Law 480, as amended September 6, 1958, are approved
by the President upon the recommendation of the Secretary of Agri-
culture; and OCDM's representative on the Supplemental Stockpile
Advisory Committee on Barter can propose to that committee strate-
gic and critical materials, which OCDM considers appropriate for
supplemental stockpiling, for inclusion in the list of materials
recommended to the President for approval.

GSA stores supplemental stockpile materials

Under the Strategic and Critical Materials Stock Piling Act,
OCDM directs the Administrator of General Services to purchase
strategic and critical materials and to provide for the sforage,
security, and maintenance of strategic and critical materials for
stockpiling pﬁrposes.

In further defining the relationships among the agencies des~
ignatéd in Executive Order 10560, under Public Law 480, the Presi-
dent said: |

~ "It is contemplated that the Office of -Defen-se. Mobili-
zation shall utilize the facilities and services of the Gen-

eral Services Administration for the purchase and-handling of
materials under section 104%(b) of the act." -
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An official of OCDM advised us that OCDM concurs in the opin-
ion by the General Counsel of GSA, dated February 8, 1957, appen-
dix R, page 613, that under ODM Order-V-%, GSA has authority to ac-
cept the transfer of materials to the supplemental stockpile and

to store and maintain them.
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GENERAT, SERVICES ADMINISTRATION

RESPONSIBILITIES UNDER PUBLIC LAW 480
The General Services Administration (GSA) responsibilities

and activities felating to the operation and administration of the
Agricultural Trade Development and Assistance Act of 1954 (7 U.S.C.
1691) include:

1. Procurlng materials for the national stockpile, through
barter by the Commodity Credit Corporation (CCC), as au-
thorized or directed by the 0ffice of Civil and Defense Mo-
bilization (OCDM).

2. Performing administrative and technical services for the
Commodity Credit Corporation in the procurement of mate-
rials by barter and transporting, storing, and maintaining
such materials.

3. Furnishing technical information to CCC and othér - Govern-
ment agencies on proposed barter transactions.

Y. Purchasing strategic and other materials with foreign cur-
rencies.

5. Accepting the transfer of materials to the national stock-
pile and the supplemental stockpile.

6. Storing and maintaining strategic and other materlals
transferred to the supplemental stockpile.

ORGANTZATTONAL COMPONENTS PERFORMING
PUBLIC LAW 480 FUNCTIONS

The regular organization of GSA performs the work for which
GSA 1s responsible, through delegation of authority or administra-
tive arrangement, under Public Law 480. An organizational chart
is included in appendix C, page 494. |

Organizational components of GSA with principal advisory, re-
view, and operating responsibilities in connection with Public Law
480 brograms are the Defense Materials'Service, the Transportation
and Pﬁblic Utilities Service, the regional offices,’the Office of

the General Counsel, and the Office of the Comptroller.
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GSA ACTIVITIES UNDER PUBLIC LAW 480

GSA activities under Public Law 480 consist principally of ac~
Quisition; storage, and maintenance of strategic and other mate- |
rials transferred to the sﬁpplemental stockplle; service on an ad-
visory committee on barter established by the Secretary of Agricul-
ture; and assistance furnished by GSA to CCC in the acquisition
(by-bafter), transportation, storage, and maintenance of strategic
and other materials. GSA activities are described in greater de-
tail below. | |
Service on committee on barter

Thé Assistant Director, Project Administration Division, De-
fense Maferials Service, 1s the representative of GSA on an ihter-
agency committee on bartef, known as the Supplemental Stockpile.Ad—
visory Committee on Barter; The committee advises the Department
of Agriculture on the barter acquisition of strategic and other ma-
terials for the supplemental United States stockplile. The composi~-
tion and duties of the committee are dlscussed on pages 153 to 155.

Acqguisition, storage, and maintenance
of materials for the stockpiles

Under the Strategic and Critical Materials Stock Piling Act
(50 U.8.C. 98), OCDM directs the Administrator of General Services
to purchase strategic and critical materials and to provide for
the storage, security, and malntenance of strategic and critical
materials for stockplling purposes.

. By Executive Order 10560 of.September 9, 1954, the responsi-
bility for the use of foreign currencies under seétion 104 (b) of
Public Law 480 for the purchase of materials for a supplemental
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United States stockplle was delegeted to the 0ffice of Defense Mo~
bilization. By Defense Mobil;zation Order-V-4 of November 17,
1954, this aﬁ%hority was redelegated to the Administrator of Gen-
eral Services, euch anthority to be exercised in accordance with
the programs certified by the Office of Defense Mobilization.

The Director;ODM(nowlOCDM), prepared two tables each year
for fiscal years 1955 through 1958, showing the materials needed
for the stockplles, and included them in procurement directives 1s-
sued to the Administrator of General Servicee. Table I showed
kinds and quantities of strategic and critical materials to be pur-
chased by GSA for the national stockpile, and table II showed mate-
rials for the supplemental stockpile. GSA wae directedlte pur-
ehase the materials listed in table I and to.approve commitments
for barter toward strategic aqd critical materials stockpile.objec-”
tives and for procurement toward a supplemental stockpile as shown
in table II. Materials listed in table II could not be placed in
-the national stockpile unless specifically authorized by ODM.

The directives to GSA for fiscal years 1959 end 1960 did not
include table II. OCDM officials advised that e supplemental
stockpile 1list was not issued by OCDM for fiscal years l959_and
1960. |

Prior to fiscal year 1959, GSA activities under the barter
program were principally in connection with the following catego-
ries of procurement:

-1l. Materials for national stockpile objectives approved by

ODM for procurement by barter for which funds for reim-
bursement to CCC were immediately available.
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2. Materials approved by ODM for procurement by barter for
the national stockpile and for which funds for reimburse-
ment to CCC were to be requested in the next budget cycle.

3. Materials acquired by CCC for its own account.

Materials 1in category 2 were acquired by CCC upon the réceipt
of offers which were in line with fair market value, as recom-
mended by GSA, and national stockpile objectives. GSA provided
for the handling and storing of such materials for the account of
CCC, and the materials were carried by CCC as assets of the corpo-
ration. To the extent that funds became available to reimburse
CCC, the materials were transferred to the national stockpile.

Prior to bartering for materials in category 3, for its own
account, CCC consulted GSA regarding fair market values and other
market factors involved in evaluating offers. Materials acquired
were handled and stored by GSA for the account of CCC until dis~-
posed of by CCC. Materials not otherwise disposed of by CCC were
transferred to the supplemental stockpile.

Since the amendment of the barter provisions of Public Law
480 by Public Law 85-931, approved September 6, 1958 (72 Stat.
1790), OCDM has not directed GSA to procure materials for the na-
tional stockpile through barter unless funds for reimbursement to
CCC were immediately available and has not directed it to approve |
commitments for procurement towapd a supplemeﬁtal stockpile.

Under the amendment, the President determines what materials
may be acquired through bartef transactions under section 303 of
Public Law h8p.

GSA performs custodial functions for the supplémental stock-

pile and accepts transfers of materials by CCC made in accordance
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with section 206 of the Agricultural Act of 1956 (70 Stat. 200).
It has not procured directly any materials for the supplemental
stockplle.
Assistance to CCC in the barter program

GSA performs services for CCC in the acquisition of strategic
and other materials under the CCC barter program. The scope and
types of services are provided for in an agreement with CCC, dated
August 18, 1955, a copy of which is attached as appendix S, pages
615 to 620. In general, this agreement requires GSA to furnish
technical advice preliminary to or at the time of negotiations by
CcC for the barter of surplus agricultural commodities for stra-
teglic and other matérials and to perform or arrange for inspec-
tion, inland transportation, storage, and related services for ma-
terials acquired by CCC under barter contracts. Services per-
formed under the contract include:

L. Furnishing technical advice and assistance, as requested
by CCC, in the technical review of barter offers and sug-
gesting to CCC the range of prices for, and terms and com-
ditions governing delivery of, materials to be acquired.

2. Taking custody of maferials at the points of deliVery, ar-

- ranging for inspection and acceptance or rejection, trans-
porting to storage locations provided by GSA, maintalning
inventory records, managing inventories, and storing the
materials until CCC disposes of them.

3. Ascertaining the level of ocean transportation and related
costs, advising on the availability of space on privately
owned United States flag ships for specified deliveries un-
der barter contracts, and recommending waiver of the Cargo

Preference Act when necessary.

Y. Determining and settling claims for carrier liability on
- shipments to GSA warehouses.

The Project Administration Division, Office of the Assistant

Commissioner for Operations, Defense Materials Service, .performs
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or arranges for thé technical and administrative services under
tﬁe GSA/CCC agreement, working with the Storage Division and the
: insﬁection Division of the Defense Materilals Service and the Trans-
portation Oﬁerations Division of the Transportation and Public
Utilities Service. | |

| The Offlce of the Comptroller settles claims for carriler lia-
bility; reimburses CCC for materilals transferred to the national
stockplle; and reports to CCC perlodically on the quantities of ma-
terlals acquired by barter and carried 1n GSA inventories, the
status of clalms for carrier lilabllity, and the expenditures made

on behaif of CCC under the GSA/CCC service agreement.
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DEPARTMENT OF DEFENSE
RESPONSIBILITIES UNDER PUBLIC LAW 480

The Department of Defense (DOD) has the following responsibil-
ities in the operation and administration of the Agricultural
Trade Development and Assistance Act of 1954 (7 U.S.C. 1691):

1. Using foreign currencies, pursuant to section 104(c) of
the act, to procure military equlpment, materials, facili-
ties, and services for the common defense.

2. Using foreign currencies, pursuant to section 104(f) of
the act, for United States obligations abroad which the
DOD is authorized to pay.

3. Using foreign currencies, pursuant to section 104(k) of
the act, for certain scientific activities, but provided
that no foreign currencies shall be used for these pur-
poses unless specific appropriations are made therefor.

In addition, a representative of the DOD is a member of the
Interagency Staff Commlittee on Agricﬁltural Surplus Disposal (ISC)
which was established by the Secretary of Agriculture pursuant to
the President's request for interagency coordination of day-to-day
operations under the act. The composition, responsibilities, and

procedures of this committee are discussed on pages 50 to 53.

ORGANTZATIONAL COMPONENTS PERFORMING
PUBLIC LAW 480 FUNCTIONS

The activities of the DOD with respect to Public Law 480 are
administered through the regﬁlar organization of that Department,
including the three military departments-~Departments of the Army,
Navy, and Air Force. The offices of the following officials are
the organizational components of DOD with principal advisory and
review responsibilities in connection with the DOD programs under

section 104(c), (f), and (k).
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Assistant Secretary of Defense _
_(International Security Affairs)  Programs under section 104(c)
Assistant Secretary of Defense

(Properties and Installations) " " " 104(f)
Director of Defense Research and

"Engineering , , " " " 104 (k)
Assistant Secretary of Defense _

(Comptroller) Fiscal functions

The three military departments--Army, Navy, and Alr Force--
generally have the operating responsibilities with reference to
‘ the'programs carried out under the foregoing sections of the act
and under the administering officers of DOD.
ACTIVITIES OF DOD UNDER PUBLIC LAW 480

The DOD assists in the linteragency coordination of Public Law
Ih80 programs and uses foreign currencies pursuant to authority del-
egatéd under section 104 of the act. These activities are de-
scrilbed as follows:
Interagency coordination

The DOD representative of the Interagency Staff Committee on
Agricultural Surplus Disposal attends ISC meetings in which pro-
posed salés agreements with foreign countries are being considered;
outlines the DOD tentative programs which have‘been prepared by
various components within the DOD, including the military depart-
ments; and reqﬁeéts Isc'approval for use of éﬁrrencies to be gen-
erated under the agreements to carry éut the DOD programs.

Dissemination of information by the ISC representative

In addition to presenting DOD positions and defending them if
necessary at regular meetings of the ISC, the DOD representéfive
also furnishes to various elements of the Office of the Secretary
of Defense, the military departments, and overseas égenbies, pérti-
nent information concerning the status of Public Law 480 agree-

ments. Examples of these offices are listed as follows:
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Office of Assistant Secretary of Defense (Comptroller)
Office of Assistant Secretary of Defense (International Secu-
rity Affairs):

Office of ISA Comptroller

Office of Programing and Control

Regional Directors

Office of Assistant Secretary of Defense (Properties and In-
stallations)

Office of Secretary of Defense--Director of Defense Research
and Engineering

Department of the Army - Comptroller

" " " Navy - " '

n m " Alr Force - Comptroller
Comptroller - European Command

" --Army Headquarters, Heidelburg, Germany
Chief, Military Assistance Advisory Group, USAF, Spain

United States Representative~-~North Atlantic Military Alli-
ance

In turn, each contact office,such as those shown above, dis-
seminates the information and instructions to appropriate offi-

cilals within its area of responsibility.
Use of foreign currencies

Section 104(c)--procurement for the common defense

Section 104(c) of the act provides for the use of foreign cur-
rencies for the procurement of military equipment, materials, fa-
cilities, and services for the common defense.

Executive Order 10560, as amended, provides that the purposes
of section 104(c) shall be carried out by the Department of Defense
or the Department of State as those agencies shall agree or,iﬁ
the absence of agreement, as the Director of the Bureau of the

Budget shall determine.
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Under section 104(c), as of June 30, 1959, the Department of

Defense had received from the Bureau of the Budget total alloca-

tions of various foreign currencies of about $124% million equiva-

lent.

Following is a table showing the planned uses of these cur-

N

rencies by country, amount, and purpose.

Country
Brazil

-Chile
Colombia
Peru

Iran

Korea

Pakistan

Spaln

Total

Amounts al-
located by

Bureau of
Department the Budget
Army $__ 1,694,231
n . 82 525
" 58,856
" 100,000
Reallocated fo International Coopera-
tion Administration 4,621,709
Department of Defense (International
Seéurity Affairs) 1,239,729
( .
\ 9,861,438
Reallocated to International Coopera-
tion Administration 18,800,000
Department. of Defense (International
Security Affairs) 130,000
48,930,000
Army 37,272,230
Department of Defense (International .
Security Affairs) 1,253,603
Navy - 1,121,821
Reallocated to International Coopera-
tion Administration i 17,711,238
57,358,892
Air Force 7,726,616
Department of Defense (International
Security Affairs) 8y
9,500,000
104(c) $123,590,942

Preparation. submiSsion. and

)

Purpose

Inter-American Geodetic
ects

Survey mapping proj-

Inter-American Geodetic
ects

Survey mapping proj-

Inter-American Geodetic mapping projé

ects

Survey

Inter-American Geodetic Survey

mapping proj-
ects .

Support of the military
nian Government

budget of the Ira-

Support of the military
nian Government

Support of the military
nian Government

budget of the Ira-

budget of the Ira-
Support of Korean military budget
do.

Procurement related to base construction

do.
do.

Support of Pakistan defénse budget

For specific projects undertaken by Spanish
military services in accordance with U.S.
Department of Defense authorizations

For specific projJects undertaken by Spanish

military services in accordance with U.S.
Department of Defense authorizations

approval of programs--DOD

Directive 5132.2 states that the Assistant Secretary of Defense (In-

ternational Security Affairs) is the principal staff assistant to.

the Secretary of Defense in the functional field of international
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security.‘ This includes the Defense responsibility for develop-
ment and coordination of security programs related to the military
assistance pregram.which can use forelgn currencies generated by
sales of surplus agriculture commodities. Actual use is contin-
gent upon availability of currencies.

DOD Instruetion S 2110-21, Military Assistance Programing
Guldance, provides policies and Instructions under which overseas
‘ egencies of the DOD participate in the development of international
security programs, including projects to be funded with Public Law
480 currencies. The Organization Responsibilities and Functions
Manual of the Office of the Assistant Secretary of Defense (Inter-
national Security Affairs) shows that within the office of that As-
sistant Secretary, the Office of Foreign Economic Affairs (OFEA)
is responsible for monitoring DOD interests with respect to sur-
plus commodity disposal matters and coordinating with other Inter-
ested offices of the Office of the Assistant Secretary of Defense
(International Security Affairs) as appropriate.

Upon being informed (usually by the Embassy, United States
Overseas Mission, or other elements of the country team, or by the
Office of the Assistant Sec;etary of Defense (International Secﬁ-
rity Affairs)) that a Public Law 480 agreement will be negotiated
with a specific country and fofeign currencles can be made‘aveil-
able, the Military Assistance Advisory Greup of -the country in-
volved prepares a program, coordinates with the country team, and
then' forwards the program to the Office of the Assistant Secretary
of Defense (International Security Affairs) through the proper Uni-

fied Command for review, recommendation, and approval. After the
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'agfeement is signed, the Office df the Assistant Secretary of De-~
fense (International Security_Affairs) submits a letter to the Of-
fice of the Assistant Secretary of Defense (Comptroller) req&est-
ing that an'allocgtioh of funds be obtained from the Bureau of the
Budget. Sﬁbsequent to the request fof allocations, the Office of
the Assistant SeCretary'of Defense (International Security Affairs)
or the military départment submits an apportionment réquest
through the O0ffice of the Assistaht Secretary of Defense (Comptrol-
ler) to the Bureau of the Budget. |

The mapping projects being carried out under 104(c) have thus
far been under the sponsorship of the Department of the Army, and
the alloCation~réquests submittéd to the Bureau of the Budgét by
the Assistant Secretary of Defense (Comptroller) for the foreigp
currencles for these mapping;préjects'have originated with the
Army. | |

Requests for aiioéations--Baéed on information received

from the various offices within the Office of the Secretary of De-
fense and the military departments, the Assistant Secretary of De-
fense (Comptroller), after review, submits requests for allocation
of Public Law 480 currencies‘torthe Difector, Bureau of the Budget.
The requests are in the form of a letter in agcordance with in-
structions set forth in Buréau ofithe'Budget Circular No. A-20.
Notices of allocations, alsofin~the form of a letter, are received -
by DOD from the Director, Bufeéu\of the Budget. The Assistant Sec-
retary of Defehse (Comptroller) furnishes other offices within the
Office of the Secretary of Defense and the military departments '

concerned pertinent information.concerning'the'allocations.
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Requests for apportionments--After the requests for allo-

cations have been submitted to the Office of the Assistant Secre- \
tary of Defenseo(Comptroller), components within the 0ffice of the
Secretary of Defense and the military departments prepare appor-
tionment forms (DD Form 1105) and submit them to the Office of the
Assistant Secretary of Defense (Comptroller) for approval and for-
warding to the'Bureau of the Bndget. These requests for apportion-
ment are in accordance with Bureau of the Budget Circular No. A-20
and instructions of the Office of the Secretary of Defense. Based
on the action taken by the Bureau of the Budget, the Office of the
Assistant Secretary of Defense (Comptroller) furnishes the office
concerned with pertinent information relating to the apportionment

Reports--The several reporting components within the Of-
fice of the Secretary of Defense and the military departments pre-
pare Monthly Reports on Budget Status (DD Form 1176) for all for-
elgn currency accounts, in accordance with DOD Instruction 7250.7,
August 19, 1958. The original copy of this monthly report is sub-
mitted directly to the Bureau of the Budget. Two copies are sub-
mitted to the Office of the Assistant Secretary of Defense (Comp-
troller). In addition, one copy of the DD Form 1176 is submitted
directly to the Bureau of Accounts, Treasury Department.

The several reporting components also prepare supporting
Monthly Reports of Analysis of Appropriation Status by Activity
and/or Project (DD Form 690), in accordance with DOD Instruction
7250.3, August 19, 1958. The original copy of this report is sub-
mitted to the Office of the Secretary of Defense.
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Monitoring of local currencies--The utllization for mi-
tual security programs of forelgn currencies generating under
104%(c) of Public Law 480 has been primarily in support of the re-
cipient country‘s military efforts. In order to standardize ‘the
manner in which the United States re#iews and observes the execu-
tion of a country's military program and use of the United States-
provided local currency, relating actuél performance to initially
~agreed upon budgetary plans, there was a joint State-Defense-
International Cooperation Administration paper entitled, "Program-
ming and Monitoring of Local Currencies Applied to Military Pur-
‘poses." This joint paper prescribes that the Military Assistance
Advisory'Group will be responsible for reviewlng and observing the
implementation of progfams financed from local currencies released
to a cooperating country for military purposes.

Further, the continuous observation and review as speclified
in section 142(a)(10) of the Mutual Security Act of 1954, as
amended; will normally consist of an over-all review of the coun=
try's progress in executing i1ts defense support budget through the
medium of reports and personal Inspections to be developed locally
by the Military Assistance Advisory Group and approved by the Am-
bassador under policy guidancé provided by the Department of De-
fense Mutual Security Program Coordinator. The Unified Commanders
have concurred in the feaSibilitf of the above procedﬁres and have
issued instructions to the Chiefs of the Military Assiétance Advi-
sory Groups requesting drafts of proposed pfocedurés. -Drafté_from
some Military Assistance Advisory Groups have feaChéd the Office
of the Assistant Secretary of Defense (International Securi£y~Af-

fairs) for review.
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Section 104(f)--payment of
United States obligations abroad

Responsibility for the use of forelgn currencles under sec-

tion 104(f) of the act was delegated by Executive Order 10560 to
the respective agencles of the Government having authority to pay
United States obligations abroad.

Obligations resulting from construction or acquisition
of military family housing—fsection 407 of the Act to Provide for

Family Quérters for Personnel of the Military Departments of the
Department of Defense and their Dependents, Public Law 765, Eighty-
third Congress, aé amended, authorizes the ﬁse of up to $250 mil-
lion worth of foreign currencies generated by Publlic Law 480, ti-
tle I, sales or other transactlons of the Commodity'Credit Corpora-
tlon (CCC) for the construction, rent, or other acquisitions of
United States military family housing and related community facili-
ties in foreign countries. This legislation further pfovides,that
CCC shall be reimbursed from appropriations otherwise available for
the payment of quarters allowances and from allotments or rental
charges for civilian personnel, to the extent that the hoﬁsing is
occupled, after deducting costs of maintenance and operation of
the housing. The military departments are further authorized to
utilize a maximum of 25 percenf appropriated funds for any project
developed under this authority. |

Under section 104(f) as of June 30, 1959, the Department of
Defense had received from the Bureau of the Budget total alloca-
tions of various foreign currencies of about $112 million equiva-
lent for military family housing. Following 1is a schedule showing

the planned use of these forelgn currencles by country and amount.
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Amounts allocated

by Bureau of
Countr . Department the Budget

Austria (for purchase of hous-
-ing materials for use in

other countries) Air Force $_ 8,705,429
'Finland (for purchase of " " 1,310,943
housing materials for use Navy 48,450
in other countries)
. _ 1,359,393
Italy . Army 7,938,150
Japan : S 4,258,608
Navy 2,981,806
Air Force . 6:929:586
Department of Defense
(Comptroller) 3,280,000
17,450,000
Korea Army 2,000,000
Portugal Air Force 1,524,219
Spain | Navy 5,649,934
: Air Force 21,062,501
26,212,435
United Kihgdom n " 43,924,092
Yugoslavia (for purchase of
furniture for use in other , _
countries) | " " 2,000,000
Total 104(f) SR S $111,613,718

Preparation, submission, and approval of programs--DOD
Directive 5131.1 states that the Assistant Secretary of Defense

(Properties and Installationé) is the prinecipal staff assistant to
the Secretary of Defense in the functional field, among others, of
family housing.

DOD Instruction 4270.21 prescribes the regﬁlations, standards,
and criteria pertaining to the construction of militafy'family
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hoﬁsing.- This instruction is applicable to all new construction
of military famlily housing in the Unilted States and its posses-
sions, and iﬁ‘foreign countries, regardless of the source of funds.
This Instruction defines, among other things, the various limita-
tions on space and cost for family housing.

DOD .Instruction 5131.3 defines the responsibilities of the As-
sistant Secretary of Defense (Properties and Installations) and
fhe military departments in coordinating family housing plans and
activities within the Department of Defense. The instruction
states that, in order to accomplish orderly and efficient adminis-
tration of family housing matters, a maximum exchange of informa-
tion and plans between the Assistant Secretary of Defense (Proper-
ties and Installations) and the military departments is required.
Such reciprocal arrangements will assure integration of the mili-
tary housing operations with over-all Department of Defense plans,
manpower programs, and fiscal management.

The instruction establishes the Office of the Assistant Sec-
retary of Defense (Properties and Installations) as the point of
- reference within the Department of Defense for centralized clear-
ance of family housing policy, plans, and criteria.

Under this instruction the Assistant.Secretary of Defense
(Properties and Installations) will establish the necessary work-
ing arrangements and maintain liaison outside the Department of Dé-
fense in developing family housing policies and programs. The mil-
itary departments will continue to maintain direct liaison with
other Government agencies on operational matters within the juris-

diction of the Department concerned.
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In accordance with the foregoing instructions, the military
departments submit their programs for family housing to the Office
of the Assistant Secretary of Defense (Properties ana Installa-
tions) where they are reviéwed as to need. After congressioﬁal au~-
thorization has been obtained and reevaluation as to need has been
made by the Office of the Assistant Secretary of Defense (Proper-
ties and Installations), that office approves the execution of a
program. 'when the estimated costs have been ascertained, the mili-
tary departmént submits a request for allocation of the foreign
currencies to the Office of the Assistant Secretary of Defense
(Comptrdller). Subsequent to the request for allocations, the mil-
itary department concerned submits an apportionment request
through the Office of the Assistant Secretary of Defense (Comptrol-
ler) to the Bureau of the Budget.

Requests for allocations--The Assistant Secretary

of Defense (Comptroller), after review, submits requests for allo-
cation of Public Law 480 currencies in accordance with the instruc-
tions set forth in Bureau of the Budget Circular No. A-20. Notices
of all allocations are made by the Director, Bufeau of the Budget,
and to the Assistant Secretary of Defense (Comptroller), also in
accordance with Bureau of the Budget Circular No. A-20. The As-
sistant Secretary of Defense (Comptroller) provideé the military
departments with the necessary information concerning the alloca-
tions.

Requests for apportionments--Apportionment requests
(DD Form 1105) are initiated by the military departments and sub-
mitted to the Office of the Assistant Secretary of Defense (Comp-

troller) for review and forwarding to the Bureau of the Budget.
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The Office of the Assistant Secretary of Defense (Comptroller)

later notifies the military departments as to the apportionment ac-

tion taken"byﬁthe Bureau of the Budget. |
" Reimbursement to Commoditx.Credit Corporation--As

construction or acquisition payments in foreign currency are made
for overseas military family housing, the miiitary department re-
sponsible fof construction or acquisitlions establishes, at the de-
. partmental level, a deferred account payable in favor of the Coﬁ-
modity Credit Corporation (unrelated to any appropriation). The
amounts credited to such account payable are converted to the dol-
lar equivalent of fhe foreign currency expended, computed at the
most favorable acquisitlion rate of exchange otherwise available to
the disbursing officer on the date of payment of such foféign cur-
rency. However, pursuant to section 507, Public Law 161, Eighty-
fourth Congress, payments to the Commodity Credit Corporation are
made after deducting amounts for maintenance and operation of the

housing.
An agreement between the Department of Defense and the Commod-.

ity Credit Corporation provides that the entire surplus commodity
family housing program shall be considered as an entity without re-
gard to the military department, the country, foreign currency, or
the separate housing projects involved. A deferred account payable
in favor of the Commodity Credit Corporation is maintained,~ahd re-
imbursement to the CCC 1s made on a consolidated basis for the De-
partment of Defense. The Department of the Air Force acts as

Joint Fiscal Agent for consolidating the accounts and transmitting

payments from the military departments to the CCC.
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Reports--The several reporting components within the

military departments prepare Monthly Reports on Budget Status (DD
Form 1176) for the foreign currency accounts, in accordance with
DbD Instruction 7250.7. The original copy is submitted direétly '
to the Bureau of the Budget, one cdpy is submitted directly to the
Bureau of Accounts, Treasury Department, and two coples are submit-
ted to the Office of the Assistant Secretary of Defense (Comptrol-
ler). |

In accordance with DOD Instruction 7360.3 and based upon the
data furnished by the military departments, the Department of the
 Air Force as the Joint Fiscal Agent prepares and submits a semian-
nual report to the Commodity Credit Corporation--with three copies
to the Assistant Secretary of Defense (Comptroller)--setting forth
the following information for each country where family housing
has been constructed and financed from foreign currency proceeds
of sales of surplus agricultural copmodifies:

a. The amount of foreign currency utilized and the dollar
value thereof.

b. The number of housing units in the country.
c. The percentage of occupancy.

d. The gross amount of quarters allowances and station allow-
ances for the period.

e. The costs of operation and maintenance of the housingkde-
ductible from such quarters allowances and station allow-
ances.

f. The remainder of quarters allowances and station allowances
for the period applied in reduction .of the debt.

. g+ The cumulative total amount of reduction of the debt.
h. The unpaid balance of the debt.
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Pursuant to section 407, Public Law 765, Eighty-third Con-
'gress, as amended, the Assistant Secretary of Defense (Propefties
and Installations) submits to the Committee on Armed Services,
United States Senate, a quarterly report of United States military
housing projJects in foreign countries, which projJects are financed
wholly or in part from the proceeds of United States surplus agri-
cultural commodity sales. This report shows information concerning
contracts for the construction of family housing awarded during
the 3 months preceding the report, as weli as information concern-
ing contracts expected to be signed during thé following 3 months.

Obligations resulting from acquisition or construction
of military public works--Section 420 of the Military Construction
Act of 1959, Public Law 86-149, provides that, in carrying out in
a foreign country any project authorized by that act (which, among
other things, includes certain overseas construction projects in
addition to family housing) or any other military construction act
theretofore or thereafter enacted, currencies of such country ac-
quired pursuant to the provisions of the Agricultural Trade Devel-
opment and Assistance Act of 1954% (Public Law 480) shall, to the
extent available and feasible, be used in lieu of dollars. The
United States Treasury shall reimburse the CCC for any foreign cur-
rencies so utilized by the Department of Defense in carrying 6ut
such projects.

Section 112 of the Military Construction Appropriation Act,
1960, Public Law 86-275, states that none of the funds appropriated
in that act may be used to make payments under contracts for any

project in a foreign country unless the Secretary of Defense or
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his designee, after consultation with the Secretary of the Treas-
uiy or his designee, certifies to the Congress that the use, by
purchase from the Treasury, of currencies of such country, ac-
quired pursuant to law, is not feasible for the purpose, stating
the reason therefor.
Certifications concerning nonavailability of for-

eign currencies--DOD Directive 5160.27, issued November 23, 1959,
delegated to the Secretary of the Army, the Secretary of the Navy,
and the Secretary of the Air Force the authority and responsibil-
ity for compliance with, and the furnishing of the certifications
required under, the provisions of section 112 of the Military Con-
struction Appropriation Act, 1960, with reference to the nonavail=-
ability of foreign currencies to finance military construction in
foreign countries. The directive also provides that the Secre-
taries.are authorized to make such further delegation of this au-
thority as they may deem necessary.

| Preparation, submission, and approval of programs;-
Pursuant to DOD Directive 5131.1, the Assistant Secretary of De-
fense (Prbperties and Installations) also 1s the principal staff
assistant to the.Secretary of Defehse in the functional field of
military publié works. DOD Directivé'4270.5 states that the De-}’
pértments of tﬁe Army, Navy, and Air Fofce are reéponsible to the
Secretary of Defense and the Conéress for the proper management of
the respective Army, Navy, and Air Force portions of public works .
construction programs and for the economical use.of fﬁnds appropri-
ated to the respective departments for such pﬁglicéworks construc-

tion.
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The Assistant Secretary of Defense (Properties and Installa-
tions) issues annual instructions to the Secretaries of the Army,
Navy, and'Air“Force covering the preparation and submission of the
fiscal year military construction authorization program which in-
cludes the functional field of military public works, as well as a
number of others. The recent instructions provided that, in over-
seas areas where unified command or theatre standards have been is-
éued, service submissions would be subject to review against such
standards. New materials and techniques which have proved satis-
factory in commercial usage may be considered wherever the econo-

mies of such materials and techniques can be démonstrated.
Repoffs—-Memorandum dated Nbvember 3, 1959, from
the DeputylAssistant Secretary of Defense to the Under Secretary
of the Navy, the Assistant Secretary of the Army (Financial Manage-
ment), and the Assistant Secretary of the Air Force (Financial Man-
agement) establishes the following reporting procedure with refer-
ence to section 420 of the Military Construction Act of 1959 and
section 112 of the Military Construction Appropriation Act, 1960,
both relating to military construction in foreign countries. The
memorandum states that, if such construction cannot be financed
ffom foreignicurrencies, a certification shall be attached to the
Report on Budget Status (DD Form 1176) submitted as of Decembér,3l
and June 30. These semiannual certifications shall be in the form
of an attachment and shall include a statement of the criteria un-
der which it was deemed not feasible to utilize foreign currencies,
the period covered, the dollar amount of expenditures relating

thereto, and the name of the foreign country involved.
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Sectién 104 (k) =~scientific activities

Section 104(k) of Public Law 480, as amended by Public Law
85-#77, approved June 30, 1958 (72 Stat. 261), authorizes the use
of foreign currencies for certain sclentific activitles but pro-
vides.that no foreign currencles shall be used for these purposes
unless specific appropriations are made therefor.

. By Executive Order 10827 of June 25, 1959, the President dele-

gated the responsibility for the use of foreign currencies under

- section 104(k) to the Director of the National Science Foundation
or such agency or agencies as the Director of the Bureau of the
Budget,'after appropriate consultation, may designate. The Bureau
of the Budget in the meantime had requested the National Science
Foundation to coordinate the budget estimates of agencies desiring
to use foreign currencies for scilentific purposes under this sec-
tion 104(k). |

Public Law 86-108, approved July 24, 1959 (73 Stat. 246),
amended'éection 104(k) of Public Law 480 to provide that foreign.
currencies shall be avai;able for the purposes of the section (in
addition to funds otherwise made available for such purposes) only
in such amounts és may be specified from time to time in appropria-
tion acts.

| On November 17, 1958, the Department of Defenée submitted to
the National Science Foundation é proposed program fof fiscal year
1959 of about $9 million and an estimated program for fiscal yeér
1960 of about $24 million. No funds were made availablé to the De-
partment of Defense on the basis of this requeét'and consequently

these programs have not been actually implemented.
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DOD Directive 5129.1 states that the Director of Defense Re=-
search and Engineering is the principal adviser and staff assistant
to the Sedretary of Defense in the functional filelds, among others,
of scientific and technical matters and basic and applied research.
The Office of Science under the Director of Defense Research and
Engineering has been assigned the function of coordinating activi-
ties related to the support of research, using funds obtailned
through implementation of section 104(k) of Public Law 480.

For the purpose of coordinating the programs for sclentific
purposes contemplated to be carried out under section 104(k), the
Office of the Director.of Defense Research and Engineering has or-
ganized an interdepartmental committee with representatives from
the research and development componénts of the Army, Navy, and Air
Forcej the Office of the Asslstant Secretary of Defense (Compfrol-
ler); the Office of the Assistant Secretary of Defense (Interna-
tional Security Affairs); and the Office of Sclence and the Office
of Foreign Programs within the Office of the Director of Defense
Research and Engineering; with the chairmanship assigned to the Of-
fice of Science. All Department of Defense requests for alloca-
tion of funds under section 104(k) are reviewed by this committee
aﬁd submitted to the Director of Defense Research and Engineering
for approval and transmittal to the.Assistant Secretary of'Defense
(Comptroller) who, under revised procedurés, will submit the pro-
grams directly to the Bureau of the Budget. '
Internal audits

Internal audits of Department of Defense programs and activi-

ties are performed by the military department audit organizations;
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namely, the United States Army Audit Agency; the Navy Assistant
Comptroller, Audit; and the Air Force Auditor General. All finan-
cial management responsibilities and related operations are sub-
jéct to internal.éudit. Procedures, contfols, and operations re-
lating to the administration of funds from all sources are given

" audit coverage in. connection with periodic audits of Defense in-
stallations, bases, and activities. Normally, no distinction is
made with respect to the source or kinds of funds involved in ap-
plying audit coverage. Undef this approach, programs financed
with foreign currencies are accorded the same type of audit cover-

age as programs financed from other fund sources.
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