
AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON, D.C. 20523 

ACTION MEMORANDUM TO THE ASSISTANT DMINISTRATOR (L C)
 

FROM LAC/DR, Dwight B. Johns 

SUBJECT: Authorization Amendment for he E dor Economic Support 

Fund (ESF) Program, 518-005 

Problem: To amend the authorization of the FY 1985-86 million ESF 

Balance 	of Payments Program for Ecuador.
 

Discussion: In September 1985 the DAEC reviewed and approved a $25
 

million 	FY 1985-86 ESF program for Ecuador. Of this amount $4
 

was approved for FY 1985 funding and has been obligated. An
million 

additional $6 million of deobligated prior-year funds is ready to be
 

million will be obligated from FY 1986
obligated. The remaining $15 

(TAB B) which requested
ESF program funds. The Action Memo 


authorization of the $4 million noted that:
 

An FY 1985 program level of $10 million was approved.
 

Subsequently, due to end-of-fiscal year budget and programming
 
for Ecuador was set at $4
constraints, the FY85 ESF level 


million.
 

Because of uncertainties regarding FY 1986 funding, only the FY
 

1985 funding was authorized. However, additional funding in FY
 

1986 up to a total FY 1985-1986 program level of $25 million
 
Should
could be authorized without submitting a revised PAAD. 


funding exceeding the $25 million become available for Ecuador
 

during FY 1986, the Mission would submit a revised PAAD to
 

justify the increased funding.
 

-- ESF 	funding would be provided on a grant basis. 

for the 	second $6 million tranche to be
A technical notification 

to 	 on
provided from a FY 1985 deobligation was sent Congress 


September 27, 1985. These funds are immediately available and can
 

you sign the attached PAAD facesheet. A
be obligated as soon as 

be provided from FY
second PAAD facesheet for the $15 million to 


1986 funds is being circulated for clearance separately because
 

those funds have not yet been apportioned.
 

$15 million
It is anticipated that both the $6 million and the 


tranches will be obligated in a signing ceremony during President
 
(Please
Cordero's state visit, scheduled for January 12-14, 1985. 


(CR) has specifically
note the the FY 1986 Continuing Resolution 

million 	tranche for Ecuador. The CR language
earmarked the $15 


requires that these funds be disbursed within thirty date of
 

signature of the CR, or by January 18, 1986.)
 



-2-


The PAAD facesheet states that Ecuadorean local currency deposits
 

will be provided using the Central Bank Intervention (official) Rate
 
rather than the floating free market rate. This is consistent with
 
the terms of the Program Agreement which obligated the initial $4
 

million tranche. Because of your concern about the exchange rate
 
used to establish the amount of local currency to be made available
 
by the recipient country, we requested that the Mission report on
 
why the Central Bank intervention rate should be used rather than
 
the floating free market rate. TAB C (Quito 12089) provides the
 
Mission's justification for continuing to use the Central Bank
 
Intervention Rate for calculating local currency deposits for this
 

$6 million tranche and the subsequent $15 million tranche of the FY
 
on this matter
1985-1986 ESF program. We have consulted with you 


and you have determined in your Information Memorandum to the
 
Administrator (TAB D) that the Central Bank Intervention (official)
 
Rate may be used because of the exceptional circumstances
 
surrounding the obligation of this tranche and as well as the $15
 

million tranche.
 

Policy guidance on the exchange rate issue which will be sent to the
 

Ecuador Mission is currently being prepared fcr your signature.
 

Recommendation: (1) That you increase the authorization of the FY
 

1985-86 grant balance of payments program for Ecuador by a total of
 

$6 million by signing the attached PAAD facesheet.
 

(A second PAAD facesheet authorizing the final tranche of $15
 

million will be sent for your signature as soon as these funds
 
become available for authorization.)
 

TAB A --

TAB B --

Program Assistance Authorization Document Facesheet 
Action Memorandum to the Acting Assistant Administrator 
(LAC) dated September 27, 1985 

TAB C -- Quito 12098 
TAB D -- Information Memorandum to the Administrator 
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