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ACTION MEMORANDUM TO THE ASSISTANT ADMINISTRATOR (LAC)

FROM LACW}——

SUBJECT: Authorization Amendment for the Ecuador Economic Support
Fund (ESF) Program, 518-0058

Problem: To amend the authorization of the FY 1985-86 million ESF
Balance of Payments Program for Ecuadur to provide the final $i4
million tranche for the program.

Discussion: In September 1985 the DAEC reviewed and approved a $25
million FY 1985-86 ESF program for Ecuador. Of this amount $4
million was approved for FY 1985 funding and has been obligated.
You recently approved the second tranche of $6 million made
available from a FY 1985 deobligation, per TAB B. The third and
final tranche of the program, can now be authorized. The 15-day
waiting period for the Congressional Notification expired on
December 26. The funds have now been apportioned.

The planned amount of this finali tranche was $15 million, the amount
earmarked in the Continuing Resolution. As a result of decisions
agreed to by OMB and A.I.D., it ‘was determined that a Gramm-Rudman
budget cut of $1 million would be applied to this tranche.
Therefore, the amount to be authorized is $14 million and the total
amount of the program is $24 million rather than $25 million.

As indicated in a previous Action Memorandum, we anticipate that
this $14 million tranche will be obligated in a signing ceremony
during the visit of Ecuador's President Leon Febres Cordero, now
scheduled for January 15, 1986. We again note your decision that
the Central Bank exchange rate may be used in the FY 86 program
agreement on an exceptional basis but that future A.I.D. actions
will require use of the floating "free market" exchange rate.

Your signature of the attached PAAD facesheet amendment is required
to authorize this tranche and complete the funding of the FY 1985-86
ESF balance-of-payments program for Ecuador.

Recommendation: That you increase the authorization of the FY
1985-86 grant balance-of payments program for Ecuador by $14 million
by signing the attached PAAD facesheet.

Attachments: TAB A - Program Assistance Authorization Document
TAB B - Action Memorandum dated 12/12/85
TAB C - Action Memorandum dated 9/27/85
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The purpose of this Program assistance is to provide immediate balance of payments
support to Ecuador, thereby ensuring that adequate funding is provided for private
sector productive needs and for the continuation of public sector development
investments. This program will assist the Government of Ecuador (GOE) to stabilize
the current economic cituation and continue with the structural reform process

already initiated.

~This $14,000,000 (grant) is the third and final tranche of the $25 million ESF

Program approved in September 1985. The tranche will be disbursed as a cash

transfer into the U.S. bank account of the GOE. Upon disbursement of the
assistance, the GOE will deposit into a Special Account an equivalent amount of
sucres, calculated at the Central Bank free market intervention exchange rate.
These funds will be used for mutually agreed development PUIPOSES consistent with
the general criteria of the Foreign Assistance Act, especially Sections 103-106.

The GOE will agree to make available an eguivalent amount of dollars to the private
sector for imports of raw materials and intermediate goods from the U.S. within six

months following the disbursement.

. CLLAR awCES av 20. ACTIOW
LAC/Sﬁ:FA]maguer/ﬁq‘ / ‘,‘ 5y S.c-—rov;p [T cesvomoveD
ARA/ECP:R tecknam Uqf%: ol % >

20 ﬂ‘

/
FM:CChristensen =22 ¢ /-/([LM&&.‘./ ///g‘;\;%
GC/LRC:PRiedy .« Ao/ MIEIES . SO ORI ItO SiEmATURE Tove
TAC/DR:ICevy 9<% | }
LAC/DP: viheeler oIy T : Assistant Administrator (LAC)
MR : | - TiTLg

CLASSIFICATION:

Q\T—\}



