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ACTION MEMORANDUM FOR THE DIRECTOR, NIS TASK FORCE
 

FROM: NIS/TF, Barbara Turner 

SUBJECT: Project Autorization Amendment No.1 for the Energy 
Efficiency and Market Reform Project. 
Project Number 110-002.
 

PROBLEM: Your approval is required to amend the Energy Efficiency

and Market Reform Project authorization to increase the LOP from
 
$1.8 million to $45.0 million and extend the PACD from February 25,

1994 to February 25, 1996. An additional $13.8 million are
 
available for obligation at this time.
 

BACKGROUND. To rapidly deal with serious energy shortages in the
 
NIS, this Project was authorized by the Bureau for Europe on
 
January 21, 1992 at a level of $1.8 million. The project is
 
designed to provide highly visible, high impact activities
 
addressing energy sector problems throughout the NIS which also
 
support U.S. private sector opportunities where the U.S. has a
 
comparative advantage. The original authorization anticipated the
 
need for additional funds which are now being provided by this
 
amendment.
 

Greater efficiency in energy production and consumption in the NIS
 
will not only assist in addressing the serious energy shortages but
 
it is also critical to successful economic reform and environmental
 
improvement. The sector is characterized by: inappropriate energy
 
policies; inefficient energy production, distribution and end use;

declining oil, gas, coal and electrical production; and, aging,
 
poorly maintained and unsafe nuclear power plants. Recent studies
 
indicate that massive improvements and assistance to promote
 
nuclear safety are urgent, critical needs. The original project

focused only on improving efficiency in energy production and
 
consumption and on implementing market reforms in the energy
 
sector. It financed technical advisors, and where appropriate low
 
cost equipment.
 

DISCUSSION. To meet additional critical needs in the energy
 
sectors throughout the NIS republics that have been identified
 
since the original Project Authorization, the revised Project now
 
provides assistance in energy efficiency and productivity
 
improvement (district heating, industry, power systems and oil and
 
gas systems); pricing, policy and institutional reform; coal mine
 
management and safety and nuclear power plant safety and
 
regulation.
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These activities are expected to: expand the availability of oil,
 
gas and coal production and exports; increase hard currency

earnings in the NIS republics; contribute to the reversal of
 
environmental degradation trends; and reduce the 
risks of major

accidents in aging and new nuclear power plants.
 

Although each of the 12 republics are eligible for all components,

not all share the same energy problems. Therefore, only a range of
 
3 to 6 activities will be extended to each republic on the basis of
 
priority needs. This also recognizes management limitations of U.S
 
Embassies and USAID field offices. 
 These activities are detailed
 
in TAB A.
 

The Revised Project Budget is provided in Table I ot the Project

Memorandum Amendment (Tab A).
 

BENEFICIARIES. The project will directly benefit 
industrial,

mining and energy managers through specific training programs and
 
will indirectly benefit the ultimate consumers and citizens of the
 
NIS republics who depend on these energy sources. It will also
 
directly address social and economic unrest throughout the
 
republics caused by disruptions in the production, and distribution
 
of coal, oil gas and electricity.
 

OTHER DONORS. This project complements the broad energy strategy

that has been developed by the international community for the NIS.
 
The strategy for addressing critical energy problems in the NIS was
 
developed by the Energy Working Group (ECG) of the Coordinating

Conference on Assistance to the NIS recently held under the
 
auspices of the U.S. Department of State. Fifteen (15) specific

actions were outlined by the ECG as critical areas in need of donor
 
assistance. The majority of these are addressed in part by this
 
revised project. The project also complements a National Security

Council Study undertaken to analyze the priority needs for nuclear
 
safety. The project implementation will be closely coordinated
 
with energy activities sponsored by the World Bank, European

Community, International Energy Agency and other bilateral donors.
 

WAIVERS. Competition: In accord with HB 13, Chapter 2, Sec.3 the
 
NIS energy office will prepare justifications for non-competitive

awards of cooperative agreements with the following organizations:

1) A $2 million grant to the Partners in Economic Reform Inc.
 
(PIER), a PVO, to improve operations and safety of coal mines and
 
to provide assistance in coal production and distribution. 2) A $1
 
million grant to the United States Energy Association (USEA) to
 
support an energy enterprise partnership/exchange program (similar
 
to programs of the Europe and R&D Bureaus). These justifications

will be submitted to the NIS contract officer for review and
 
approval. In addition the energy office will request a waiver of
 
full and open competition in accordance with FAR 6.302-2 
to
 
increase the contract amount 
for follow-on work to RCG/Hagler

Bailly, Resources Management Associates and International Resources
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Group to provide selected energy efficiency improvement
 
instrumentation and equipment to be installed in district heating
 
systems and to train personnel in instalation, operation and
 
maintenance of the equipment. Nuclear TechnoloQv Technical
 
assistance, training, technical cooperation in nuclear safety
 
matters and technologies is being extended to the NIS republics.
 
Section 510, FY1991 Appropriations Act, carried forward under the
 
Continuing Resolution for FY1992, prohibits the use of appropriate
 
funds to "...finance the export of nuclear equipment, fuel or
 
technology." However, Section 121 of the Joint Resolution for
 
continuing appropriations for fiscal year 1992 authorizes
 
assistance to the NIS ". ..notwithstanding any other provision of
 
law". In approving this authorization, you will be invoking this
 
authority, notwithstanding any other legislative prohibition on
 
such assistance.
 

DESIGN AND REVIEW PROCESS. The design, approval and authorization
 
of this project amendment follows procedures established for
 
Eastern Europe projects and otherwise meets A.I.D. regulations and
 
policies. Staff of the NIS Task-Force and the Office of the State
 
Department's Coordinator's Office have participated in the
 
development of this amendment, providing policy guidance and
 
clearing the Project Memorandum Amendment (Tab A).
 

A Technical Review of the April 3 draft of the Project Memorandum
 
Amendment (PMA) by representatives of AID and State was held on
 
April 7, 1992. The primary concern of participants focused on the
 
number of new activities to be financed and the impact their
 
implementation might have on Embassy and USAID field office
 
workload. Given that all the new activities to be financed have
 
been previously identified and agreed to in international fora, the
 
majority opinion was that there should be no change in new project
 
activities as presented. Comments that were received from other
 
USG agencies on a second draft of the (PMA) that was circulated on
 
April 9 are reflected herein. Based on the above it is felt that
 
all relevant USG agencies support this amendrient to the Project.
 

CONGRESSIONAL NOTIPICATION (CN). The Congressional Notification
 
was submitted on March 6, 1992 and expired on March 21, 1992. A
 
copy is attached at TAB B.
 

SOURCE, ORIGIN AND NATIONALITY: Goods and services procured under
 
the Project will have their source and origin in the United States
 
(Code 000) for foreign exchange costs or in the cooperating country
 
for local currency costs. A formal determination under Section 604
 
(a) of the Foreign Assistance Act of 1961, as amended, was approved
 
March 30, 1992 by the Deputy Secretary of State to remove the NIS
 
from the category of non-Free World countries. (TAB C). Local
 
procurement within states of the NIS will be conducted in
 
accordance with Chapter 18 of A.I.D. Handbook 1B.
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ENVIRONXNTAL CONSIDERATIONS: The Project will finance technical
 
assistance, training, limited commodity procurement, and pre­
investment studies and related activities. The emphasis on
 
improving energy efficiency and introducing energy pricing and
 
policy reforms is expected to contribute to economic savings and
 
reduction in demand for energy inputs, with a corresponding

decrease in the production of emissions and waste products. The
 
technical assistance provided will encompass assessments and
 
feasibility work on pollution and environmental control issues,

including the feasibility of developing alternative fuel resources
 
(coal, gas and oil) to compete economically and environmentally

with and replace or reduce dependence on unsafe nuclear power

plants. The substitution of cleaner fuels for coal, the use of
 
modern clean-coal technologies, and the improvement of safety at
 
nuclear power plants are expected positive environmental benefits

from the project. All of the above leads to an overall conclusion
 
that the project will have a positive environmental impact.
 

Under usual energy programs, technical assistance and training

activities are categorically excluded from examination under A.I.D.
 
Environmental Procedures 22 CFR Sections 216.2 (c)(1)(i)and 216.2
 
(c)(2)(i). In the present project, however, a positive

determination (setting a requirement for further environmental
 
review in the process of developing specific subproject activities)

is recommended. The environmental procedures of DOE will apply to
 
project funds transferred to it. The IEE is contained at TAB D for
 
your signature.
 

AVAILABILITY OF FUNDS: 
 Funds in the amount of $13.8 million have
 
been apportioned by OMB to A.I.D. for FY 1992 obligation.
 

IMPLEMENTATION: Oblig : Energy efficiency activities under the 
project are currently being implemented in six of the NIS republics
under three contracts with U.S. firms. This amendment will follow 
those implementation methods - either amending those contracts or 
seeking additional contractors or grantees. Some funds will be 
transferred to the R&D bureau for buy-ins to existing energy
related projects with American contractors with programs in Eastern 
Europe and selected programs in some of the NIS republics. It is 
anticipated that an Inter-Agency Agreement will be negotiated to
undertake at least some of the nuclear safety and regulatory
improvement activities of the project. A definitive decision 
concerning this matter is still pending the finalization of 
discussions with the DOE and NRC. Cooperative Agreements will be
 
negotiated with the Partners in Economic Reform and the United
 
States Energy Association to help finance U.S. private sector
 
support of project activities. Cooperative Agreements will be used
 
as appropriate to carry-out other project activities.
 

litorina: Pending the assignment of appropriate field staff,

overall project supervision and monitoring will be the
 
responsibility of a project officer assigned to the A.I.D./W, NIS
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Task Force (NIS/TF) with field supervision by Regional AID missions
 
or offices. Support to the activity will be provided by other
 
bureaus to the extent workloads and resources permit. AID/W will
 
conduct field visits and will review reports provided by grantees,
 
contractors, participating agencies (DOE) and Embassy staff
 
travelling throughout the region. A.I.D. and
 
contractor/participating agency travel to the field will be cleared
 
in advance with appropriate Regional AID staff.
 

Quarterly reports will be required of all project implementors

(grantees, contractors and participating agencies). Project

Implementation Reviews will be conducted on a regular basis.
 
Periodic field assessments will be undertaken with the necessary

frequency to ensure good project management.
 

As determined by the AID/W Project Officer, a Project Steering

Committee will be convened periodically to review overall project

policy, strategy and management. The Committee will be chaired by

the AID/W Project Officer and will be composed of appropriate

members of U.S. agencies participating in the project and other
 
relevant U.S. Departments.
 

Evaluation: Each contractor and implementing agency will prepare
 
an evaluation plan to be approved by A.I.D. Project funds will be
 
made available to finance external evaluations as necessary. An
 
in-house evaluation at the end of the first year may be undertaken
 
to review the program efforts, determine overall project progress

and to recommend modifications, if necessary and feasible.
 

Audit: Contracts executed under the project will provide that the
 
audit and inspection requirements set forth in the Inspector

General Act of 1978, as amended, shall apply. A.I.D.'s Inspector

Gsuneral shall ensure full compliance with all applicable provisions

of the Act.
 

Host Country Duties and Taxes and other critical Requirements:

A circular 175 Authorization was obtained from the Deputy Secretary

of State on February 4, 1992 permitting negotiation of U.S.-NIS
 
republics agreements covering these matters (Tab E). A bilateral
 
agreement has been signed with Russia and negotiation with the
 
other republics have commenced. These agreements will include
 
appropriate language concerning aid recipients' responsibilities

and contributions, duties and taxes, as well as audit rights. Each
 
agreement will ensure, inter alia, that A.I.D. funds are not used
 
to pay host country duties or taxes, that site inspections by the
 
IG may be made, and that A.I.D. financed commodities will be used
 
only for project purposes.
 

STATUTORY CHECKLIST(S): State Department completed checklists for
 
all republics of the NIS, except Georgia, on January 17 and
 
February 27, 1992. Copies of those classified documents are on
 
file. Assistance may be extended to Georgia in the near future;
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however, this will be done only after a checklist is completed for
 
that state, and after "taking into account" matters are reviewed
 
and approved by the Administrator specifically for that State.
 

Because certain states of the former Soviet Union are indebted to
 
U.S. citizens, the Secretary of State issued a 620(c) determination
 
on January 20, 1992 that program activities may proceed based on
 
national security considerations. (TAB F).
 

All "taking into account" matters were reviewed and approved by the
 
Administrator on January 18, 1992 (TAB G). One matter needed
 
consideration: pursuant to FAA Section 620(1), OPIC has initiated
 
negotiations for an investment guarantee agreement but it has not
 
yet executed agreements with any of the Newly Independent States to
 
whom we render assistance; it was determined that assistance
 
should be permitted under existing circumstances.
 

AUTHORITY: On September 10, 1991, the Secretary of State signed a
 
Section 620(f) determination (TAB H) to permit assistance for the
 
former Soviet Union. You have authority to authorize this project
 
pursuant to Interim Reorganization Delegation of Authority No. 10
 
dated March 30, 1992 (TAB I), from the Associate Administrator for
 
Operations.
 

RECOMMENDATION: That by signing below and where indicated you:
 

(1) authorize this Amendment to the Energy Efficiency and Market 
Reform Project, AID Project No. 110-0002, a four year activity 
which involves planned life-of-project funding of $45.0 million, 
subject to the availability of funds (Project Memorandum Amendment, 
TAB A); 

(2) approve a new Initial Environmental Examination (TAB D)
 
covering the additional activities; and,
 

(3) approve the Nuclear Safety and Regulatory component of the
 
project pursuant to "notwithstanding" authority; and,
 

This authorization is approved with the understanding that the
 
scope of the project will be reviewed and reduced where possible
 
prior to the obligation of funds beyond the additional $13.8
 
million available at this time. This will be part of a larger
 
effort to insure focus and concentration in the NIS portfolio.
 

Approved: /CA 

Disapproved: 

Date: W 2 
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Attachments:
 
TAB A -
 Project Memorandum Amendment
 
TAB B - Congressional Notification
TAB C - Section 604 (a) Determination dated 3/30/92
TAB D -
 Initial Environmental Examination
TAB E - Circular 175 Authorization dated 02/04/92
TAB F - 620(c) Determination dated 1/20/92
TAB G ­ A/AID's "Taking into Account", 1/,25/92
TAB H - 620(f) Determination dated 9/10/91
TAB I -
 Interim Reorganization Delegation of Authority


No.10, dated 03/30/92
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drafted by: AdeGraffenreid EUR/PD, EMarkeset NIS/TF
 

Clearances 
NIS/TF: HJohns6&' Date jj'/I
NIS/TF: INestercz1kj Date ,,IqL 
GC/NIS: TGeiger .j", te "" 
NIS/TF: CMoseley t it Date 

ST/D/CISA: CRufennacht.. j / Date -2
 



PROJECT MEMORANDUM AMENDMENT
 
(5/6/92) 

Country: New Independent States Regional 

Project Title: Energy Efficiency and Market Reform 

Project Number: 110-0002 

Life of Project Funding: $45.0 million (4 years) 

Current Authorized Funding: $1.8 million (ESF Grant) 

Proposed Amendment: $13.8 million (ESF Grant) 

I. PROJECT PURPOSE: To improve the efficiency of energy
 
production, distribution, and consumption in the New Independent
 
States (NIS) of the former Soviet Union and to help implement
 
energy sector market reforms.
 

II. PROJECT ORIGIN AND STATUS: In his December 12, 1991 speech at
 
Princeton University, Secretary of State Baker identified food
 
distribution, enerr' and housing as sectors likely to be critical
 
to the success of democracy and free markets in the former Soviet
 
Union and related United States assistance to support of American
 
business. During the speech Secretary Baker referred to President
 
Bush's designation of Deputy Secretary of State Lawrence
 
Eagleburger as United States Government Coordinator of our
 
assistance efforts to the NIS.
 

On January 21, 1992, the Energy Efficiency and Market Reform
 
Project No. 110-0002 was authorized with an initial funding level
 
of $1.8 million dollars "to improve energy efficiency and promote
 
energy price and market reforms". The project authorization
 
noted, "It is likely that over the course of the Project, a
 
decision will be made to augment the resources allocated, as well
 
as to extend the Project Assistance Completion Date. The current
 
PACD is February 25, 1994. When appropriate, the Project
 
Authorization will be amended to reflect any such changes."
 
Subsequently, nuclear power plant safety has resurfaced as a major
 
United States and international concern.
 

All but $40 thousand of the $1.8 million authorized on January 21,
 
1992, have been obligated through three technical assistance
 
contracts with three firms with experience in Eastern Europe. The
 
obligated funds are being used to identify opportunities to improve
 
the efficiency of selected district heating systems in Russia,
 
Ukraine, Byelarus, Armenia, Kazakhstan and Kyryzstan and to
 
procure small amounts of instruments and equipment (about $50,000
 
worth for each of the six initial countries).
 

In March three USDH headcd teams visited the original six
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beneficiary countries to establish contacts with host country
 
counterparts, explain the energy efficiency activity, select
 
demonstration district heating systems, negotiate implementation
 
plans and identify local subcontractors for the U.S. project
 
consultants. Other important objectives of the teams were to
 
establish host country contacts, demonstrate a United States
 
presence and interest, and to learn more about the energy sectors
 
and relevant socio-economic condition of each republic including

other technical and economic assistance needs.
 

All objectives of the initial visits were achieved in early April
 
1992 and contractor teams returned to the six republics; Russia,
 
Ukraine, Byelarus, Armenia, Kazakhstan and Kyrgyzstan and initiated
 
energy audit activities that will be finished in May.
 

During the period of May through August 1992, the contractors will
 
procure selected energy efficiency improvement instruments and
 
equipment, ship them to the respective countries, supervise their
 
installation and instruct district heating system personnel in
 
their proper use and maintenance. In late September and October,
 
the contractors and host country counterparts will conduct seminars
 
in each country to review and disseminate information concerning
 
the results of the audits.
 

At the suggestion of the State Department's Office of Global
 
Energy, the $40 thousand identified above as not having been
 
obligated will be used to cover a portion of the cost of an
 
international energy sector seminar in Brussels in May and finance
 
the participation therein of NIS officials.
 

Work remaining under the original $1.8 million authorization
 
includes the review and approval of six draft assessment reports
 
and recommendations, the procossing of country clearances and
 
possible participation in one or more of the seminars.
 

III. REVISED PROJECT RATIONALE: The United States has now
 
recognized all 1.2 of the NIS states (Russia, Ukraine, Kazakhstan,
 
Byelarus, Armenia, Kyrgyzstan, Azerbaijan, Turkmenistan,
 
Uzbekistan, Tajikistan, Moldova and Georgia). The energy sector is
 
of critical importance in each of these newly independent states.
 
Inappropriate energy policies, inefficient energy production,
 
distribution and end-use, and declining oil, gas, coal and
 
electricity production pose serious threats to the transitions of
 
all the states to democratic societies and market economies.
 
Internationally recognized safety risks of aging and poorly
 
controlled and maintained nuclear power plants contribute
 
significantly to the gravity of the situation for several of the
 
countries, place strains on newly developing bilateral
 
relationships and pose a significant safety risk for the region and
 
beyond.
 

Together, the United States government and the private sector have
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extensive experience in all the problem areas of the NIS energy
 
sectors and in various limited ways have already begun to apply
 
that experience there. This project will support and build on
 
earlier and on-going private sector and government efforts through
 
the support of carefully selected demonstration activities to
 
identify energy savings opportunities; quantify the results of
 
energy efficiency investments; promote energy policy reform in such
 
areas as pricing, legal and regulatory framework, investments,
 
privatization, nuclear safety and envirormental protection;
 
encoitrage private sector energy development; commercialize energy
 
efficient technologies; and improve operation and management of
 
power plants, district heating systems, critical industries,
 
refineries, natural gas and oil transmission-distribution systems,
 
and coal mines. In response to requests of NIS governments during
 
energy team visits, special attention will be given to the
 
familiarization of a broad spectrum of NIS leaders and specialists
 
with energy aspects of U.S. market economy and U.S. technology and
 
energy products.
 

IV. REVISED PROJECT DESCRIPTION: This project amendment increases
 
authorized and life of project funding from $1.8 million to $15.6
 
and $45 million respectively and extends the PACD from February 25,
 
1994 to February 25, 1996. In line with international and
 
Inter-Agency discussions and agreements (see Attachments I, II-A
 
and II-B), it expands activities to include activities in nuclear
 
power plant safety and regulation; coal, gas, oil and electricity
 
production and delivery systems; and energy pricing and
 
institutional reform while continuing the support of energy
 
efficiency and environmental improvement. All activities will be
 
carefully coordinated with activities financed by other bil teral
 
and international agencies.
 

A. NUCLEAR POWER PLANT SAFETY AND REGULATION: The most
 
important and urgent of the new activities of the project are
 
civilian nuclear power plant safety and regulation. Intense
 
Inter-Agency efforts are presently underway to develop a
 
comprehensive USG position and response to the very high risks
 
posed by aging nuclear power plant reactors in the NIS. In
 
considering how to reduce or eliminate the safety risks of
 
operating the NPPs, two basic options are available:
 

(1) improve the design, operations and maintenance of
 
on-line NPPs and
 

(2) reduce or eliminate the need to continue operating some
 
or all of the NPPs.
 

To date, attention has been focused primarily on the first option.
 
The cost, time required and limited possibility of achieving an
 
acceptable level of risk reduction in the RBMK and VVER 440/230
 
type nuclear power plants make it imperative that both options be
 
given early and simultaneous attention. (The RBMK (Chernobyl type)
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and the VVER 440/230 are two types of nuclear power plants which
 
have serious deficiencies in operational safety and design. There
 
are a total of 15 RBMKs and 6 VVERs in the NIS.) This component

will support option (1) activities. Option (2)activities will be
 
supported under the Coal, Gas, Oil and Electricity Component that
 
is 	described below.
 

The nuclear power safety and regulation activities under this
 
component will focus on immediate safety improvements through such
 
actions as:
 

- the identification, development of cost estimates, 
prioritization and implementation of the most urgent operational
safety improvements. These would likely include : 

o 	improved standard and emergency operating procedures;
 

o 	improved management and operational controls;
 

o 	improved fire detection and control capability;
 

o 	improvements in separations and redundancies of
 
critical electrical and control systems;
 

o 	training of plant operators, fire protection personnel,
 
safety inspectors, and other regulatory and relevant
 
community leaders and personnel;
 

o 	practice emergency operations involving pertinent levels of
 
government, and plant personnel to assess and improve
 
emergency procedures and plans;
 

o 	procurement of low-cost instruments and equipment such as
 
computers, operations controls, smoke and radiation
 
detectors, fire protection systems and selected spare parts.
 

- regulatory reform measures such as:
 

o 	translation and supply of relevant documents and
 
publications;
 

o 	development of legislative, legal and liability frameworks;
 

o 	exchange of regulatory personnel in nuclear material safety,

safeguards accounting techniques, regulatory law and use of
 
equipnent for detecting and monitoring radioactive sources.
 

o 	exchange of regulatory personnel.
 

- identification of major critical and urgently required plant 
safety up-grade measures. 
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Attachment IV provides information concerning already concluded and
 
on-going United States and international nuclear safety activities
 
in the NIS.
 

Documents to obligate the $3 million dollars identified in Table I
 
for Nuclear Power Plant Safety and Regulation activities will be
 
finalized as soon as Inter-Agency agreement is reached. It is
 
anticipated that the agreement will be reached by May 21, 1992.
 

B. COAL. GAS. OIL AND ELECTRICITY PRODUCTION AND DELIVERY
 
SYSTEMS: The activities that will be funded under this component
 
will promote reforms in the energy sector that balance supply and
 
demand through improved production from existing facilities, the
 
development of additional capacity and through conservation and
 
efficiency driven reductions in demand. In addition to their own
 
importance these activities will also support the second option
 
identified above for reducing dependence on unsafe nuclear power
 
plant.
 

Illustrative activities include:'
 

- study of the short, medium and long-term interventions to 
balance electricity supply and demand of selected NIS ?ower 
systems through such measures as the rehabilitation and 
improved operations and maintenance of conventional power 
plants, reductions in power system losses, inter-connection 
expansions, improved load management, and improved end-use 
efficiency; 

- identification of any cost effective short, mid, and/or long­
term actions that might be taken to increase the ability of 
coal, oil and/or gas to compete economically and 
environmentally with unsafe power plants; 

- study the technical, environmental and economical
 
feasibility of converting unsafe nuclear power plants to use
 
alternative fuels such as coal, oil and gas;
 

- analysis of the extent to which the general turn-down in the 
NIS economies and the associated reduction in demand for 
electricity might allow the short-term shut-down of unsafe 
nuclear power plants before safer power plants can be built 
and placed in service; and 

- improvements in the productivity, efficiency and management of
 
non-nuclear power plants, oil and gas fields and delivery
 
systems, and coal mines.
 

The primary criteria for selecting activities to be funded under
 
this component will include the potential to reduce the need to
 
operate unsafe nuclear power plants, the likelihood that
 
transferred know-how and technology will be disseminated and used
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beyond the demonstration activity, the potential of the sub-project
 
or activity to require and generate a demand for American products

and services.
 

The only pre-selected activity under this component is Coal
 
Management and Safety. Coal production and distributions systems

have suffered significantly from the political, social and economic
 
changes sweeping the NIS. Of particular importance is serious
 
deterioration of coal mine safety and health conditions. In
 
recognition of the economic, social and political importance of
 
this vital energy resource, the United States Coal Industry,

several American railroads and the AFL-CIO have already begun to
 
supply limited advice and assistance to four key coal mining

regions (Kuzbass and Vorkuta of Russia, Donbass of the Ukraine, and
 
Karaganda Basin of Kazakhstan). A high priority activity under the
 
project will be to support and build on those activities through a
 
Cooperative Grant to Partners in Economic Reform, Inc. (PIER), a
 
Private Volunteer Organization that the above mentioned entities
 
have recently established to manage their assistance efforts.
 

The PIER program will include training in basic management concepts

and skills required in a market economy; provision of information
 
to democratic trade union leaders to improve operations and safety

at the mines; assistance in establishing effective industrial
 
relations systems in a market environment; and, facilitating

business relationships between the public and private leadership of
 
the region and U.S. private companies with needed technology and
 
resources. Additional details concerning the program are provided

in Attachment V.
 

A total of $4.0 million are identified in Table I for the broad
 
range of activities of this component including $2 million for the
 
Coal Management and Safety Cooperative Agreement with PIER and $2
 
million to buy-in to the R&D/EI contracts identified in Table II.
 
Implementinq documents for all activities will provide for funds to
 
be used only to finance discrete NIS activities that are selected
 
according to the criteria identified above through individual task
 
orders that are formally approved in advance by the NIS/TF Project

Manager. In addition, each of the buy-in PIO/Ts will require

separate accounting of NIS/TF funds, separate reports concerning

each task order and define NIS/TF's program-ownership

responsibility and roles including work acceptance and voucher
 
clearance and approval rights and procedures.
 

C. ENERGY PRICING AND POLICY AND INSTITUTIONAL REFORM: The focus
 
of these activities will be on the familiarization of NIS energy

sector policy makers, managers and specialist with energy sector
 
aspects of America's market economy. These activities will also
 
support the reduction of the safety risk of nuclear power plants

(NPPs) by contributing to a better understanding of the potential

to reduce or eliminate the need to continue operating some or all
 
of the NPPs. The criteria for selecting pricing and policy and
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institutional reform sub-projects and activities will be the same
 
as those used to select category B sub-projects and activities.
 

Activities financed will include technical assistance, training and
 
applications equipment including computer hardware and software
 
needed to help move the energy sector toward a market economy,

formulate new laws and regulatory systems that encourage

competition and private sector participation in oil, gas, and
 
electricity production, distribution, and end-use. Technical
 
assistance and training will also address privatization concepts

and methodologies for assessing private sector energy

opportunities. U.S. experts will work with NIS officials and
 
private entities and individuals to identify potential

cogeneration, power, oil, gas, and other energy sector
 
opportunities for private participation and privatization and to
 
facilitate the consideration of U.S. industry interests and
 
proposals.
 

An activity that is in the advanced discussion stage is the
 
provision of U.S. commodity trade experts of such organizations as
 
the New York Mercantile Exchange, to provide advice and assistance
 
in the establishment of energy commodity markets, on trade and
 
contractual arrangements between companies, and on trade within and
 
between NIS. A key objective of the advice and assistance would be
 
to enhance the effectiveness of energy commodities markets by

developing and implementing an energy trading information network
 
linked to international markets.
 

Table I identifies a total of $2.3 million for this Category of
 
activities. The funds will be obligated through contracts and
 
grants/ cooperative agreements that are at various stages of
 
preparation. A priority activity is for the commodity markets
 
activity through a $0.8 million buy-in to R&D/EI's Energy Training

Project. Of the remaining funds, approximately $1.0 million will
 
be used to support an energy enterprise partnership/exchange
 
program of the United States Energy Association (similar to
 
programs of the Europe and R&D Bureaus) and a $0.5 million buy-in
 
to R&D/EI's Private Sector Development Project. The conditions
 
described above under Category B concerning buy-ins to R&D/EI
 
contracts apply equally to the PIO/T's mentioned in this paragraph.
 

D. ENERGY EFFICIENCY AND ENVIRONMENTAL IMPROVEMENT IN ELECTRIC
 
POWER. REFINERIES. INDUSTRIES AND BUILDINGS: Most of these
 
activities are already under way. Their status is as reported above
 
under the heading, Project Origin and Status. The two exceptions
 
are refineries which were identified in the State Department's
 
Press release of January 23, 1992 (Attachment II-A).

Demonstrational improvements in electric power generation,

industries and buildings are the essential elements of the District
 
Heating Efficiency Improvement Activities in six republics (Russia,

Ukraine, Byelarus, Armenia, Kazakhstan and Kyrgyzstan) that are in
 
an advanced stage of implementation. As identified in Table I,
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approximately $2.0 million of the present authorization will be
 
used to increase funds for district heating efficiency improvement.
 
The funds which will be committed through amendments to project
 
funded contracts will be used to procure additional instruments and
 
equipment in already selected heating systems, finance fuel and
 
heat pricing and institutional analysis activities that could not
 
be covered fully out of the first $1.8 million authorized and
 
disseminate the results of district heating efficiency audits and
 
investments through out the NIS.
 

The balance of Category D funds (approximately $ 1.5 million) will
 
be used to undertake demonstrational energy efficiency activities
 
and performance improvement audits and investments in key

refineries in one or two republics. Funds for these activities
 
will be obligated through a buy-in to R&D/EI's Energy Technology
 
Innovation Project. The basic criteria for selecting the
 
refineries will be the relative economic importance of the
 
refineries in the national or regional economies that they serve,
 
the likelihood that transferred know-how and technology will be
 
disseminated and used beyond the benefiting refinery, the potential
 
of the sub-project to require and generate a demand for American
 
products and services and the work-load the activity might place on
 
USAID and Embassy staff.
 

V. RELATIONSHIP TO SECTOR STRATEGY: The Energy Working Group of
 
the January Coordinating Conference on Assistance to the NIS
 
developed a set of eight actions for implementation. Attachment I
 
is the Energy Assistance Fact Sheet of the Energy Working Group.
 
Three of the activities on the Fact Sheet (District Heating Systems
 
Efficiency, Refinery Efficiency and Coal Mine Management and
 
Safety) were included in the Department of State's January 23, 1992
 
announcement of United States Initiatives in favor of the NIS
 
(Attachment II-A). The other items are reflected in State 032935
 
(Attachment II-B).
 

These three documents identify immediate energy technical
 
assistance needs to be: increasing coal production and mining
 
safety; assurance of adequate electricity supplies; district
 
heating efficiency improvement; natural gas pipeline upgrading and
 
management-operations improvement; private sector energy
 
development; existing oil refineries energy efficiency improvement;
 
and, energy end-use efficiency improvement.
 

The Safety and Regulation of Nuclear Power Plants have been added
 
to the list in response to growing concern in the United States and
 
the international community in general about the safety and control
 
of such plants in Eastern Europe and the NIS (Russia, Ukraine,
 
Armenia and perhaps Kazakhstan) and recent discussions within the
 
USG.
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VI. ILLUSTRATIVE BUDGET:
 

See TABLE I.
 

VII. ENVIRONMENTAL CONSIDERATIONS: The Project will finance
 
technical assistance, training, limited commodity procurement, and
 
pre-investment studies and related activities. The project is
 
likely to have a significant, but positive environmental impact.

The technical assistance provided will encompass assessments and
 
feasibility work on pollution and environmental control issues.
 
Activities aimed at rehabilitation and/or new energy production

facilities will include an environmental review process. The
 
project will give special emphasis on improving energy efficiency.

The savings from these activities should reduce the demand for
 
energy inputs and production of emissions and waste products. The
 
substitution of cleaner fuels for coal, the use of modern, clean­
coal technologies and the improvement of safety at nuclear power
 
plants are also important benefits from the project. Under usual
 
energy programs, technical assistance and training activities are
 
excluded from examination under 22 CFR 216.2(c) (1)(i) and
 
216.2(c) (2)(i). In the present project, however, a positive

determination (setting a requirement for further environmental
 
review in the process of developing specific subproject activities)
 
is recommended. The environmental procedures of DOE will apply to
 
project funds transferred to it.
 

VIII. IMPLEMENTATION: Obligation: Some activities under the
 
project are currently being implemented in six NIS republics under
 
contracts with three U.S. firms. This amendment will follow those
 
implementation methods - either amending those contracts or sbeking
additional contractors or grantees. Some funds will be transferred 
to the R&D bureau for buy-ins to existing energy related projects
with American contractors. The last paragraph of Section IV
 
provides details concerning such buy-ins and how NIS/TS and R&D/EI

will share implementation responsibilities. It is anticipated that
 
an IAA will be negotiated with DOE/NRC to undertake the nuclear
 
safety and regulation activities. Cooperative Agreements will also
 
be used when appropriate.
 

Monitoring: Overall project supervision and monitoring will be the
 
responsibility of a project officer assigned to the A.I.D./W, NIS
 
Task Force (NIS/TF) with field supervision by Regional AID Missions
 
or offices. Support to the activity will be provided by other
 
bureaus to the extent workloads and resources permit. AID/W will
 
conduct field visits and will review reports provided by grantees,
 
contractors, participating agencies (DOE) and Embassy staff
 
travelling throughout the region. A.I.D. and
 
contractor/participating agency travel to the field will be cleared
 
in advance with appropriate Regional AID staff.
 

Quarterly reports will be required of all project implementors
 
(grantees and participating agencies). Project Implementation
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(grantees and participating agencies). Project Implementation

Reviews will be conducted in Washington on a regular basis.

Periodic field assessments will be undertaken with the necessary

frequency to ensure good project management.
 

As determined by the AID/W Project Officer, a Project Steering

Committee will be convened periodically to review overall project

policy, strategy and management. The Committee will be chaired by

the AID/W Project Officer and will be composed of appropriate

members of U.S. agencies participating in the project and other
 
relevant U.S. Departments.
 

Can The Coordinator's Office has fully participated in the
 
development of this amendment, providing policy guidance and
 
clearing the Project Memorandum.
 
Other appropriate clearances have also been obtained. The
 
Technical Review of the Project Memorandum Amendment (PMA) by

inter-bureau offices within AID was completed on April 7, 1992 and

revisions to the draft PMA have been incorporated in this version.
 
The primary concern was whether to reduce the number of activities
 
so as to improve impact and management oversight. Since the
 
activities have been previously identified and negotiated in
 
international fora by Statu 
and A.I.D. and since the technical
 
aspects ensured inter-linkages, itwas determined that there should
 
be no change in the scope of the project as presented.
 

Evaluation: Each contractor and implementing agency will prepare
 
an evaluation plan to be approved by A.I.D. Project funds will be
 
made available to finance external evaluations as necessary. An
 
in-house evaluation at the end of the first year may be undertaken
 
to review the program efforts, determine overall project progress

and to recommend modifications, if necessary and feasible.
 

Audit: Contracts executed under the project will provide that the
audit and inspection requirements set forth in the Inspector

General Act of 1978, as amended, shall apply. A.I.D.'s Inspector

General shall ensure full compliance with all applicable provisions

of the Act.
 

Host Country Duties and Taxes and other critical Requirements:

A circular 175 Authorization was obtained from the Deputy Secretary

of State on February 4, 1992 permitting negotiation of U.S.-NIS
 
republics agreements covering these matters. A bilateral agreement

has been signed with Russia and negotiation with other republics
 
are in progress. These agreements will include appropriate language

concerning aid recipients' responsibilities and contributions,

duties and taxes, as well as audit rights. Each agreement will
 
ensure, in li4, that A.I.D. funds are not used to pay host
 
country duties or taxes, that site inspections by the IG may be

made, and that A.I.D. financed commodities will be used only for
 
project purposes.
 

%00; 



Attachments:
 

I: Conference Energy Assistance Fact Sheet
 
II-A: State Department Press Release
 
II-B: State 032935
 
III: Nuclear Safety and Regulation

IV: Coal Management and Safety Subproject
 

Proposed Timeline:
 

--- May 12, 1992: Project Authorization Amendment Signed.
 
--- May 20, 1992: Cooperative Agreements with PIER and USEA
 

Submitted to Contracts.
 
--- June 3, 1992: Cooperative Agreements Signed.
 
--- May-June, 1992: PIO/Ts for Buy-in to R&D Contracts;


ETIP,PSED and ETP Completed and Contracts Signed.
 
--- May 29, 1992: Contract Amendments Signed with;


RCG/Hagler Bailly, RMA and IRG (District Heating

Systems).
 

--- June 1, 1992: Complete Energy Audit Activity (District

Heating).
 

--- May-September, 1992: Contractor Select, Ship and Install
 
Energy eff. Equipment for District Heating Systems.
 

--- September-October, 1992: Contractor to Host Country

Counterparts & Conduct In-Country Seminars.
 

--- June 8, 1992: IAA with DOE/NRC Signed.
 
--- June , 1992: Round Table Conference with US Private
 

Firms and US Government Agencies.
 
--- June-July, 1992: AID led Energy Team (USG Agencies & US
 

Private Sector) to NIS Countries to Finalize Energy

Program with Host Country Participation.
 

--- June, 1993: In-House Evaluation.
 
--- July/92-Dec/93: Implementation of Activities Listed in
 

Table I of PMA.
 
--- February 25, 1996: PACD.
 

NIS/TF:CMoseley/EMarkeset
 
Revised 5/5/92

U:\EURDR\DOCS\PROJMEM2
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TABLE I
 

ILLUSTRATIVE BUDGET
 
(in $ million)
 
BY Category
 

Authorization 	 Life of

1 This Su-oa Project (1) 

A. 	NUCLEAR POWER PLANT SAFETY AND REGULATION:
 
Safety and
 
Regulation 0.0 3.0 3.0 TBD (1)
 

B. 	PRODUCTION AND DELIVERY SYSTEMS:
 
Coal 0.0 2.0 2.0 TBD (1)
 
Oil & Gas 0.0 1.0 1.0 TBD (1)
 
Power Sector 0.0 1.0 1.0 TBD (1)
 

C. 	PRICING. POLICY AND INSTITUTIONAL R FORM:
 
Reform 0.0 0.5 0.5 TBD (1)
 
Training 0.0 1.8 1.8 TBD (1)
 

D. 	 EFFICIENCY AND PERFORMANCE IMPROVEMENT:
 
District Heating 1.8 2.0 3.8 TBD (1)
 
Refineries 0.0 1.5 1.5 TBD (1)
 

E. 	 ULLOA :
 
To Be Determined 0.0 30.4 (1)
 

TOTAL: 	 1.8 13.8 15.6 45.0 (1)
 

(1) It is too early to budget Life-of-Project amounts for each of
 
the activities to be undertaken during this still initial phase of
 
this project. The number of countries (12) that are candidates for
 
assistance under the project, the diversity of their energy sectors
 
and problems and United States interest combine to require that the
 
project be designed to accommodate a broad range of needs and
 
requests. It is anticipated that with the exception of the larger
 
countries, only 2 or 3 of the 8 activities listed would be included
 
in the energy activity portfolio of a given country. See project
 
description for details. The Congressional Presentation provided
 
the following breakdown of uses of the $45 million Life-of-Project
 
funding shown therein:
 

Technical Assistance: $25 million
 
Training: 	 10 million
 
Commodities: 	 _10million
 

Total 	 $45 million
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THE PROBLEM
 

Oil, coal and electricity production have significantly
 
due to lack of
independent states
decreased in the new 


investment, dislocations in the equipment supply

internal 

system and general economic decline, including strikes in
 

The lack of a satisfactory legal
energy-producing sectors. 

regime has hindered foreign investment.
 

Decreased production and disruptions in the distribution
* 

system have caused severe energy shortages in several
 

the new independent states.
regions of 


* 	 Adequate supplies of energy are crucial to sustaining -.he
 

market economic reform movements in the new

democratic anu 

independent states.
 

ACTIVITIES
 

the successful implementation of these
 
The framework for 


(1) full cooperation with authorities of
include:
actions must 

both in identifying and meeting


the new independent states, 
 the
 
urgent needs; (2) involvement of the commercial sector to 


possible; and (3) compatibility with the
 fullest extent 

the energy sector in a
 

fundamental restructuring of 

line with the commitments under
 market-oriented direction in 

agreed in December 1991 by 45
 

the European Energy Charter as 


signatories.
 

planning the following actions
 
The Energy Working 	Group is 


which will have short and medium term 
results:
 

new independent

1. Starting immediate consultations with the 


Experts from industry will
 agree on priorities.
states to 

Full use will be made of experiences in the
 

participate. 

former socialist countries of Central 

and Eastern Europe.
 

the
 
Assuring adequate and prompt fuel supplies for 
2. 	

food and medical assistance from ports 
of
 

transport of 

NATO could contribute to
 points of consumption.
entry to 


this effort.
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the Donetsk,
 
3. SuppOrting 	the eort3 of coal 

miners 
to 

in 
improve


Ukraine and Kuznetsk, Russia basins 


productivity, ensure supplies for 
power generation,
 

increase health and safety conditions, 
and raise the
 

quality of life.
 

increase the energy efficiency of heating

4. Seeking to 


large cities of 	the new independent 
states,
 

districts in 

with a particular emphasis on assuring 

improvements in home
 
food processing.


heating and critical industries, such as 


5. 	Working with the new independent 
states to anticipate and
 

fuel and electricity needs for agriculture 
and
 

respond to 

food processing for 1992 spring planting and fall harvest.
 

in addition, developing a regional approach 
to meet fuel
 

in
 
problems in the fishing and fish processing industries 


the Far East.
 

a dialogue with the energy-producing new
 6. Beginning 
 areas
to encourage adequate supply to 
independent states 
 Armenia and
 
with significant shortfalls in fuels, such as 


Ky rgyzstan.
 

Promoting private industry efforts, with 
the assistance of
 

7. 

international financial institutions, to 

overhaul pipelines
 

and gas compressor stations in Russia, Ukraine and Belarus
 

with the objective of cutting transmission losses.
 

Immediately offering technical expertise 
in the management,
 

maintenance and operation of pipelines under market
 

conditions.
 
and
 

Working with private industry to provide 
spare parts


8. 
 to
 
essential equipment, management skills 

and resources 


rapidly restart production in existing 
petroleum fields.
 

Encouraging the new independent states to open fields for
 

Also providing assistance to improve
the private sector. 

energy efficiency of existing refineries.
 

NEXT STEPS
 

working Group co-chairs will collect, 
assess and distribute
 

" 
existing bilateral programs.
information on 


Immediately following the consultative mission, the Working
* 

evaluate results and finalize plan 

of
 
Group will meet to 

action, including implementation 

mechanisms.
 

states on the conference
 new independent
* A briefing 	of the 

in cooperation


results will be 	undertaken by the 
co-chairs 


with the contact group in Minsk next week.
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U.S. DEPARTM.ENT Of STATE
 

Office of the Assistant Secretary/Spokesman
 

For nmrediate Release January 23, la;:
 

DOD Met.cal v9L a. The USG will ship excess medical
 
supplies (non-war reserve stocks) to regions in critical
 
need and provide distribution through the assistance of
 
private voluntary agencies.
 

DOD is prepared to make available excess Desert St=r­
stocks including the equivalent of five r-S
 
aircraft-loads of...gical suc2lies (gauze, syringes,
 
catheters, etc.), from stocks located in Oakland,
 
California.
 

DCD will also supply $B.' million of Desert co-rn 
stocks of multi-purpose oral antibiotics 
JI;:.flxacin) -- which represents more than 1 
million dces and a sixth C-5 ica of medical supplies 
-- st, red in Pirmasens, Germany. 

- CO has also identified 58 sea containers of excess 
medical consumables stored in California that can te 
sh-:Fed to the new independent states. 

DCD is continuing to assess its inventory of excess
 
medical stocks that can be used for emergency
 
assistance.
 

*.gn.rX_*A &,
APpgam. This program will help to 
alleviate critical shortages of essential medicines and 
medical supplies including antibiotics for the treatment 
of respiratory and other infectious diseases, vaccines to 
immunize children and the elderly against life threatenin;
 
diseases, drugs to treat cardiovascular diseases and
 
cancers, and disposable gloves and syringes to prevent the
 
spread of infections.
 

Through leveraging private contributions, we expect
 
this program to lead to over S50 million in medicines
 
and medical supplies for the new independent states.
 

Over 50,000 children will be treated or vaccinated
 
through this program. The program is expected to
 
be-in Summer 1992.
 

ILe.~djl Airlift. The USC will provide logistics support
 
(that is, air crews and planes) for one C-5 or
 
equivalent-sized shipment of medicines and medical supplies
 
donated by any or all of the Conference participants to the
 
new independent states.
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* me.j . ..far x .L2.gI= Over the next three years, the 

U.S. will provide up to 2,000 farm volunteers, for periods
 

of 	30 to 90 days, to work directly with private farmers in
 

to help them increase farm

the independent states 


This program will initially target
production and income. 

Armenia, Russia, Ukraine, and Kazakhstan starting this
 

Spring.
 

The USC will help alleviate one of
*owIL..A go 9L-g.ri e .
 
serious problems in the food production chain in
the most 


fund the installation
former Soviet Union by 	helping to
the 

reduce the amount of food


of low-cost storage systems to 

wastage.
 

The U.S. will expand
IL. A to
its current extension service program in Armenia 


Kazakhstan and Uzbekistan to teach basic skills to private
 

improve food distribution and market
farners and 

infcrmation.
 

. DOD is making available
* __.Ling UJrti= 

app-cximately 38.4 million pounds of Desert Storm food
 

f--d and
 
sfocks. This represents S44.6 million worth of 


can ;ro'.'ide 16 m hllioneals.
 

These stocks can help alleviate some of the food
 
and Kuzbass
shcrtages in the Donbass, Volga, Urals, 


as well as St. Petersburg, Moscow,industrial regions 

Arkhangelsk, Murmansk, and Petrazavodsk.
 

The United States has already
$ijilUii..QnLOO4.._Ajd. 

million in
ann:.onced our intention to deliver up to $165 


this money is already being used
 
grant fcod aid. In part, 

to !und:
 

The US will work
_,-o.,__1liveries to St. Petersburg: 

tcns of dry milk
with local authorities 	to deliver 400 


the next four months
to St. Petersburg over 


Via the Armenian-Ameri.fan
E-.- jljiyeries toAmenia: 
of butter,
the USC will provide 10,600 tons
church, 


and wheat bulgur to Armenia.
butter oil, 


U.S. experts
FrergL.jSr ;q._1PrJ-ec (Home Heating). 


will help repair and increase the efficiency of central
 

heating plants for residential districts and also
 
energy in industrial plants.
demonstrate how to save 
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This program will focus on refineries, large-heating
 
plants, and residential energy efficiency in the new
 
independent states.
 

Lg.jes.t.
Cnal.I.--tIe.t.- This initiative consists of
 
support for an expanded *Partners in Economic Reform* 
program, an initiative of the U.S. Coal Industry, several
 
U.S. railroads, and the AFL-CIO. The "Partners" program
 
helps to relieve logistical bottlenecks, and provide
 
training in mine safety.
 

* LlLdenayj.r.R Pr 1Qu. These advisory
nnat 

teams would work actively with local and national officials
 
in the newly independent states as well as entrepreneurs to
 
help resolve short and long-term housing problems.
 

The 	U.S., for its part, would provide International
 
Resident Advisor teams in five provincial cities and
 
one capital, plus five person-years of visiting
 
specialists. We expect this program to be develcped
 
in coordination with our Conference partnes.
 

TECHNIXCAL ASSISTANCE
 

a 	 pera.z._=k:iracti rifl .Q.gajD. The U.S. will 
initiate a program offering technical assistance in public 
policy and training at all levels of government. 

The 	program will provide training in the U.S. for
 
newly elected state, regional, and local government
 
officials.
 

It will also include a technical assistance program
 
linking cities and states in Pmerica with counterparts
 
in the independent states.
 

This initiative will involve at least 500
 
participants.
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Attachment
 

Nuclear Safety Subproiect
 

Background:
 

Russia, Ukraine and Armenia have nuclear power plants that are of
 
concern due to their design and the changing economic and
 
managerial environment in the utilities and plants. The EC has
 
proposed that this issue be dealt with as an extension of the G-24
 
nuclear safety group. The US has proposed that coordination be
 
pursued within the technical assistance framework established at
 
the January Coordinating Conference. The EC has approved a large 53
 
million ECU program in nuclear safety and it is important that the
 
US provide some resources to address this critical problem and
 
serve as a catalyst for US industry involvement.
 

Scope of the Subproject:
 

Since thefre are over 30 plants in operation and hundreds of
 
thousands of workers at these facilities, US technical assistance
 
must be highly selective in its focus. The suggestion is to focus
 
on one major complex each in Russia and Ukraine to demc.istrate a
 
cnmprehensive management systems approach and identify potential
 
opportunities for short-term improvement in operation and
 
instrumentation as well as consider regulatory issues and potential
 
capital investment issues.
 

The program would be similar to the district heating program in
 
sponsoring an overall technical and management systems audit and
 
identifying low-cost equipment and training needs. Government and
 
industry experts, identified through US industry associations(e.g.
 
CEA), would be on these teams.
 

Training would be provided in US industry and DOE and NRC
 
laboratory facilities. DOE would purchase low-cost instrumentation
 
and software from US industry and work with US suppliers to install
 
and train counterparts in its use. The program would be coordinated
 
with the Utility Partnership program involving US utilities with
 
nuclear capabilities and EPRI nuclear experts.
 

Obligation/Implementation:
 

AID would prepare an Interagency Agreement with DOE for the $3 
million project. State/AID/DOE/NRC would develop a detailed scope 
of work r- and consult with US industry on 
candidate power plants for the demonstrations. 



Estimated Budget(thousands):
 

Ukraine
 

Technical Teams: 350 350
 

Training: 400 400
 
Equipment&Inst: 500 500
 
Administration: 250 250
 
Total: 1,500 1,500
 

Russia 
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ANNEX A
 

NUCLEAR SAFETY ASSISTANCE TO THE FORMER SOVIET UNION
 

To my knowledge there are currently five different domestic
 
fora addressing nuclear safety assistance to the former Soviet
 
Union (FSU) and several international fora.
 

Dones tic 

1. NSC: NSC is addressing the issue in the context of bilateral
 
assistance in conjunction with initiatives concerning nuclear
 
weapons disarmament and decommissioning.
 

The NSC has specifically tasked the Nuclear Regulatory

Commission and the Department of Energy to provide it with
 
proposed assistance options. NRC and DOE have jointly authored
 
a paper describing the general safety issues and possible long

and short term assistance activities. (see attached.) DOE is
 
currently developing a series of very specific proposals for
 
assistance in Russia which address both the VVER and the RBMK
 
reactors. Several questions about their task remain
 
unanswered. Of most importance is "Where will the money come
 
from?". As I understand it, DOE has not been told. The only

assistance money that I have heard about which can be used for
 
nuclear safety is the $3 million that Ambassador Armitage will
 
have, give to AID, and which will then probably be transferred
 
to DOE and NRC. Perhaps NSC will use some of the $400 million.
 
it is not clear.
 

2. State/_: under direction of Ambassador Armitage is
 
responsible for coordinating USG humanitarian and technical
 
assistance to the FSU. Nuclear safety assistance is being

considered as part of the technical assistance program.

Additionally, Ambassador Armitage is responsible for U.S.
 
support of the Coordinating Conference for Assistance to the
 
former Soviet Union. Nuclear safety assistance is to be
 
addressed in the Technical Assistance Working Group set up

under Conference auspices. The next Coordinating Conference is
 
scheduled for Lisbon in June.
 

AID: In support of Armitage, AID will implement much of the
 
assistance program. AID is currently going through a
 
management upheaval and it is not clear who will be 
come
 
responsible for nuclear safety for the FSU. It appears that
 
Bob Ichord's shop may well lose the account. That may severely

hamper our efforts as we (S/NP and OES) will have to
 
reestablish relations with a new entity at AID. Ichord also is
 
experienced, having carried out the Eastern Europe program, and
 
is very effective. His loss of the account will be a setback.
 
We will know by April 1.
 



3. State/S/P: in looking specifically towards Lisbon, is
 
putting together ideas for nuclear safety assistance
initiatives for U.S. to announce at conference.
 

4. New International Science and Technologv Center (ISTC): NRC
 
and DOE are now working with Galluci to provide him with
 
nuclear safety work which Russian scientists could carry out
 
through the Center. NRC has several proposals which are
 
attached. DOE has presented a proposal for hiring weapons

scienitsts to work on oeprational safety in the power

reactors. Apparently Secretary Baker would like nuclear safety
 
to be a high point of his announcement next week on the
 
International Science and Technology Center.
 

5. NRC Bilateral Program On Civilian Nuclear Reactor Safety:

This program is continuing and working group meetings are
 
planned on Plant Aging and Life Extension in Washington, March
 
23-April 4 and Regulatory Approaches May 10-15 in Russia to
 
assist in developing nuclear legislation for Russia.
 

Implementation
 

State/D, with Ichord's assistance has provided Congress with a
 
proposed energy assistance program for the New Independent

States (NIS). See attached draft. If this program is managed
 
as our 
program for Eastern Europe, AID will take on
 
implementation of the assistance and turn to DOE, NRC and U.S.
 
industry to carry out activities. The work will clearly need
 
to be coordinated with that coming out of the NSC.
 
Additionally, if State S/P intends to provide U.S. initiatives
 
for nuclear safety assistance to the Lisbon conference, these
 
will undoubtably be carried out by DOE, NRC and/or U.S.
 
industry as well and will compete with whatever other tasks
 
these groups are given by NSC or under Ambassador Armitage's
 
program. We will also want to factor in activities undertaken
 
through the ISTC and NRC's bilateral activities to ensure that
 
little duplication takes place.
 

International
 

The Germans are apparently using the G-7 summit (Sherpa)

preparations to persuade the G-7 to take on an immediate and
 
massive nuclear safety assistance program for both Eastern
 
Europe and the former Soviet Union. The Germans have
 
apparently estimated that as much as $7.5 billion may be needed
 
to bring the level of safety up to a point which we can live
 
with. This level of funding would probably need to come from
 
the multinational banks rather than from
 
government-to-government assistance programs. The EBRD has
 
determined that it will entertain loan requests for safety

improvements to existing reactors in Eastern Europe and the
 
FSU. The World Bank has not yet determined its position on
 
nuclear safety assistance.
 



The Swedes have approached the U.S. to work with them on
 
nuclear safety assistance, both through the new International
 
Science and Technology Center for Soviet scientists and through
 
possible bilateral safety assistance activities. The focus of
 
Swedish interest is Lithuania, Russia and Ukraine. The Swedes
 
have also apparently negotiated a deal with Estonia to
 
decommission two Russian submarine training reactors.
 

France, UK, Italy, Finland, Belgium, and possibly other
 
countries are involved in planning or negotiating nuclear
 
safety assistance efforts with the FSU. Germany, France, UK,
 
Russia, perhaps Lithuania, with the IAEA as an observer, have
 
set up a consortium to review the safety of the RBMK reactor to
 
determine what can be done to improve its operating safety.
 

The IAEA has an extrabudgetary project on the safety of
 
older reactors which first addressed VVER 440/230s and will now
 
turn to VVER 440/213s and RBMKs. The IAEA is holding a meeting
 
from April 6-10 on the Safety of RBMK reactors. Additionally,
 
the IAEA is beginning to receive requests from the new states
 
of the FSU for technical assistance.
 

The Nuclear Energy Agency of the OECD has also taken under
 
consideration several nuclear safety related activities for
 
Russia, Ukraine, Belarus and Kazakstan.
 

The EC has approximately 60 million ECUs for nuclear safety
 
assistance to the FSU. NRC met March 13 with the EC to discuss
 
NRC's experience with the FSU on reactor safety and to provide
 
advice on where EC might best apply its assistance.
 

Some mechanism will be developed for international
 
coordination of assistance. The U.S. position, agreed to this
 
week by Zoellick and Armitage, is that nuclear safety
 
assistance to the NIS will be handled separately from that of
 
Eastern Europe, and through the Technical Assistance Working
 
Group of the Coordinating Conference. The G-24 experts,
 
experience and, as appropriate, resources developed through
 
nuclear safety assistance working group to the G-24, can be
 
used in this effort, but the coordination decisions will be
 
made in the Technical Assistance Working Group.
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including specific 
nuclear plant inspections. This
 
program is continuing to develop safety solutions.

U.S. 	supports this project through the IAEA. 

The
 

" The OECD Nuclear Agency (NEA) has begun a limited program

with the NIS.
 

" 	 The World Association of Nuclear Operators has conducted
exchanges of personnel between U.S. and NIS nuclear

plants and has initiated a generic safety program for
VVER-440/230 reactors. 
 This effort is expected to be
 
expanded.
 

" 
 The World Bank (WB) has never funded a nuclear project,

taking 
the position that such an investment does not

result in "least-cost'! electricity. However, WB is
considering funding upgrades for Eastern Europe nuclear
 
power plants.
 

" 	 The Germans have an aggressive program to improve thesafety of the entire VVER family of reactors, including
those with core cooling and containment. At unification,
all nuclear reactors in former East Germany were shut­
down and are to be decommissioned.
 

TALKING POINTS
 

Considering the above, the first issue 
is improving NPP safety.
The focus given to the safety issue by Western Europe and the U.S.
is 	improvement of operations, safety 
 procedures, and on
rehabilitation of existing NPP's. 
However, it is unlikely, in the
near term, that sufficient technical and financial resources can be
made available for this considerable task even with substantial

internaticnal cooperation. 
 For this reason and because of their
own merits, it is necessary to examine more feasible alternatives
 
to address the safety issue, including the option suggested by Mr.
 
Fitzpatrick.
 

Specific major issues that should be addressed in deciding how to
deal with the safety concerns of NPP's in the NIS/Eastern Europe

include:
 

What is the short-term potential for other NIS energy

resources 
(coal, natural gas, and oil) to economically

compete and replace or reduce dependence on presently

unsafe NPP's?
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How far will the current NIS economic decline and
 
associated reduced electricity demand allow shut down of
 
existing NPP's and cancellation or postponement of those
 
under construction?
 

" 	 To what extent can In power system loss 
reduction, conventional power plant rehabilitation,
electricity end-use efficiency improvement, and improved
load management reduce demand and allow NPP shut-downs? 

" 	 To what extent will already planned and future
 
electricity price increases reduce demand and permit NPP
 
shut-downs?
 

" 	 To what extent do nuclear hazards in existing NPP's 
preclude their restoration to acceptable levels of safety 
at reasonable cost? 

CONCLUSION
 

Ambassador Barry raised the question of U.S. Government support for
 
Mr. Fitzpatrick's suggestion. Obviously, the U.S. Government is
 
very appreciative of Mr. Fitzpatrick's concern for nuclear safety

and interest in its enhancement. The Eastern Europe energy

technical assistance program is already addressing the issues
 
outlined above, including the role of clean coal technology, as
 
suggested by Mr. Fitzpatrick. The A.I.D. energy program for the
 
NIS, which is just getting underway, is expected to develop along

similar lines. As A.I.D. develops the NIS program, it will give

serious consideration to the fossil fuel options, including

Mr. Fitzpatrick's, for reducing nuclear power hazards.
 

Clearances:
 

EUR/Dr: RIchord date: 411 IR-
NIS: CMoseley date: , 

Drafted: R&D/El: JSullivan, 4/1/92
 



REVISED ATTACHMNT IV 

Energy Efficeincy and Xarket Reform Project (110-0002)
 

Ngvly Independent States (NIS) of the Former Soviet Union 

Coal Industry Independent Nanageaent and Labor Subproject
 

STATEMENT OF WORK
 

PARTNERS IN ECONOMIC REFORM COOPERATIVE AGREEMENT
 

A. PUPOSE
 

The purpose of this Cooperative Agreement is to facilitate the
 
transformation of the centrally planned and controlled coal mining
 
industry in the Kuzbass and Vorkuta regions of the Russian
 
Republic, the Donbass region of the Ukraine and the Karaganda Basin
 
region of Kazakhstan to coal mining enterprises which can survive
 
and compete in a free market economy through the provision of long­
term and short-term technical advisors; in country training in the
 
NIS and participant training in the U.S.; and equipment to support
 
low cost short-term improvement measures at individual coal mining
 
enterprises.
 

B. BACKGROUND
 

1. Coal in the Economy of the Former Soviet Union
 

In the early 1960s coal accounted for more than 50% of the
 
USSR's energy consumption. By 1989 this percentage had dropped to
 
21.4% as a result of a shift towards oil and gas. However, the
 
consumption of coal is planned to increase to 34% by the year 2000.
 
The reasons for the expected resurgence of coal are:
 

a. Declines in the growth of nuclear and hydro power due to
 
environmental problems.
 

b. Plans to locate thermal power stations at the site of
 
Siberian coal mines and transmit the power generated to urban
 
industrial centers in European Russia using ultra-high voltage
 
(UHV) transmission lines.
 

c. Plans for the development water-coal slurry pipelines and
 
coal gasification and liquefaction.
 

The Newly Independent States (NIS) of the Former Soviet Union
 
control 50% of the world's estimated coal reserves. Coal
 
production in the Soviet Union amounted to 760 million metric tons
 
(mnt) in 1987, 36 mmt of which was exported. Hard coal production
 
amounted to 591 mmt. Electric power accounts for 40% of coal
 
consumption, metallurgy 25%, domestic and utilities 20% and
 
construction and agriculture 15%.
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2. NIS Coal Producina Areas
 

a. Donbass Region, Ukraine
 

The Donbass Region is located in the southeastern corner of the
 
Ukraine and the adjacent area of the Russian Republic. Coal
 
reserves in Donbass amount to 55 billion metric tons, of which 34

billion are accessible. In 1987 Donbass accounted for about 26% of

the coal produced in the Soviet Union. Coal production in the

Donbass declined from 198 mmt in 1987 to 179 mmt in 1990. 
The area
 
produces anthracite and coking and thermal bituminous coal from

deep underground mines averaging 600 meters in depth with thin
 
seams averaging 0.9 meters in thickness.
 

Coal extraction in Donbass requires mining deeper, thiner seams

thus increasing the temperature in working areas and concentrations
 
of both methane gas and water. These conditions require greater

investment in mine ventilation systems, gas detection systems and
 gas protection equipment for miners. 
Given that coal extraction in
 
the Donbass is becoming increasingly expensive and complicated, it

is not clear how much investment in further development of mines in
 
this area would be economically justified.
 

b. Kuzbass Region, Russian Republic
 

The Kuzbass Region lies in Western Siberia to the east of the

Ural Mountains and to the north of Kazakhstan. Total reserves in

Kuzbass are estimated to amount to 700 billion tons. 
 In 1987 the
 
Kuzbass mined about 157 mmt or about 20% of the coal produced in

the Soviet Union. By 1990 production had decreased to 145 mmt.
 
The region produces bituminous coal from both underground (60%) and
 
open pit (40%) mines. Average mine depth is about 260 meters with
 
an average seam thickness of 2.5 meters. The Kuzbass Region is the
 
site of a prototype long-distance coal-slurry pipeline.
 

c. Karaganda Basin Region, Kazakhstan
 

The Karaganda Basin Region is located north of Lake Baikhash in
 eastern Kazakhstan. In 1987 the region produced 52 mmt of coal or

about 7% of the Soviet Union's coal production. In the Karaganda

Basin bituminous coal is produced from underground mines which
 
average 420 meters in depth with an average seam width of 2.5
 
meters.
 

d. Vorkuta (Pechora) Region, Russian Republic
 

Northeast of Moscow in European Russia above the Arctic Circle
 
on the Barents Sea lies the Vorkuta (Pechora) coal producing

region. The 30 mmt produced in the Vorkuta Region amounted to 4%

*of the total coal production of the Soviet Union in 1987. In the

Vorkuta Region bituminous coal is produced from underground mines
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which average 490 merters in depth from seams with a width of about
 

2.4 meters.
 

3. Problems of the NIS Coal 
Industry
 

The coal industry in NIS
the is grossly inefficient and
production 
is declining. An environment 
marked by government
management and control; central planning with its emphasis on gross
output rather than the of
cost production; administratively
determined prices; 
central allocation of inputs including spare
parts; and government subsidies under the old Soviet system led to
continued operation of uneconomic plants, inefficient use of inputs
and lack of production incentives. The legacies of this system
include antiquated and obsolete 
equipment, lack of maintenance,
unavailability of 
spare parts, 
lack of support from associated
industries, heavy handed managerial techniques, loss of management
control, underutilization of the work force, 
poor work habits,
high rates of absenteeism and low productivity.
 

Safety and health conditions in the mines 
are deplorable.
Housekeeping is often poor with'old equipment, replaced parts and
coal refuse lying in various places. Mine conveyor belt and other
fires are common. However, fire prevention measures such as
ventilation to control spontaneous combustion, water availability
and fire 
fighting equipment are all often inadequate. Coal dust
and meth&ne gas concentrations 
are 
often excessive resulting in
frequent blow outs, particularly in deeper mines, while mine
ventilation 
systems, gas detection 
systems and gas protection
equipment for miners 
are generally inadequate. Transportation
systems are frequent causes miner
of accidents and deaths and
unsafe roof supports are common. 
 Mine emergency and rescue teams
need better equipment and more training.
 

The living conditions of miners 
are difficult. Wages are low
and housing is limited in quantity and inadequate. Consumer goods
are scarce, particularly in more remote mining areas in Siberia and
above the Arctic Circle. Medical facilities are crowded and have
inadequate equipment, supplies and stocks of essential medicines.
 

Knowledge of the working of a free market system and the roles
of coal industry managment 
and labor in this system are
rudimentary. Modern techniques of dispute 
settlement and
mechinisms for coordination of management and labor are virtually

unknown.
 

The need for financing 
to upgrade equipment and make mine
operations more efficient is 
immense. However, knowledge of
financing techniques and joint venturing with foreign companies is
 
lacking.
 

Coal mining regions in Former
the Soviet Union are
environmental disaster areas. 
 Slag piles abound in these areas,
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some of which smolder continually fouling the air. Underground

mines often result in ground settling at the surface forming

stagnant pools of water and swampy areas. 
Little or no effort is
 
made to restore abandoned open pit areas. Coal mine operations

also result in large quantities of pollutants being released into
 
the air and local water sources.
 

4. 	Development of the Project
 

The beginnings of this Project occurred in 1989 
when USG
 
representatives visited some of the coal regions of the then Soviet
 
Union. At the time, Soviet coal miners were just beginning to
 
organize into what would 
eventually become independent miners,

unions. These independent unions, through strikes and other
 
political activity, played an important role in the events that led
 
to the eventual dissolution of the Soviet Union.
 

Groups of independent miners visited the U.S. in December

1989/January 1990 and again in January 1991 and met with leaders of
 
U.S. coal industry labor and management. As a result of these
 
meetings, a group of representatives of the U.S. coal industry

agreed to help the representatives of independent coal mining

unions help the coal industry in the Soviet Union make the
 
transition from operation in 
a command economy to operation in a
 
free market through the provision of technical assistance, training

and the supply of information. The U.S. coal industry group

agreed to send a delegation to the then Soviet Union later on in
 
the year.
 

The U.S. coal industry group spent the period from 7 to 22 Ojune­
1991 in the then Soviet Union. W. J. Usery, former Secretary of
 
Labor, led the group which included top labor and management

representatives from the U.S. coal industry, Assistant
the 

Secretary of Labor responsible for mine health and safety and
 
representatives of the State Department. 
 The objectives of the
 
group were to:
 

a. 	Familiarize the U.S. coal industry group with conditions in
 
the then Soviet coal industry.
 

b. 	Give seminars in various aspects of the development,

operation and interaction of coal industry unions and
 
management in a free market.
 

c. 	Lay the organizational groundwork for a long-term program

of technical assistance, training and information supply

and jointly plan the next steps in the program.
 

The group visited a dozen coal mines and several supporting

facilities in the Donbass region of the Ukraine and the Kuzbass
 
region in the Western Siberian portion of the Russian Republic.

The 	group met with thousands of coal miners; union leaders; mine
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managers; and local, republic and all-union level officials.
 

The group concluded that, despite widespread support for change

and economic reform, the enormity of the problems facing the coal

industry in the NIS of the former Soviet Union precluded a quick

solution to the industry's problems. Massive infusions of
 
technology, managerial techniques and capital will be required to
 
convert the NIS coal industry into a modern, efficient ,industry

operating in a free market environment. A range of the problems

the group found are discussed above in the "Problems of the NIS
 
Coal Industry" section.
 

In both the Donbass and the Kuzbass, the coal industry group

signed a detailed memorandum of agreement with local labor,

management and political leaders. The Kuzbass agreement focuses on
 
the establishment 
of a regional training center. The Donbass
 
agreement talks about (1) technical assessment of regional coal
 
enterprises, (2) participant training in the U.S., (3) supply of
 
information and (4) in country training including training 
for
 
displaced workers.
 

This Project is a direct result of the visit of the U.S. coal
 
industry group to the NIS of the former Soviet Union in June 1991.

The initiative was included in the State Department Press Release
 
on assistance to the NIS 23 January 1992.
 

5. Prolect Purpose
 

The purpose of the Coal Industry Independent Management and

Labor Subproject is to facilitate the transformation of the

centrally planned and controlled coal mining industry in the
 
Kuzbass and Vorkuta regions of the Russian Republic, the Donbass
 
region of the Ukraine and the Karaganda Basin region of Kazakhstan
 
to coal mining enterprises which can survive and compete in a free
 
market economy through the cooperative efforts of entrepreneurs,

management and labor in the areas of technical and economic
 
efficiency, enterprise management, health, safety and labor union
 
development.
 

C. PROGRAM DESCRIPTION
 

The following program description has been adapted from a

preliminary proposal submitted to A.I.D. by Partners in Economic
 
Reform. The Project will be divided into two phases, the
 
preliminary phase and the implementation phase. The preliminary

phase will involve "quick start" reconaissance visits by teams from
 
the U.S. coal mining industry to each of the four NIS coal mining

regions to be included in the Project. Each team will be divided
 
equally between management and labor union officials. The teams

will determine priority equipment, technical assistance and

training needs and develop plans for the implementation phase.
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The implementation phase will commence at the close of the
 
preliminary phase. For the implementation phase of the Project,

the four selected coal mining regions have been divided into two
 
groups; focus regions and other regions. The Kuzbass region in the
 
Russian Republic and the Donbass region of the Ukraine have been
 
designated as focus regions. The Vorkuta region of the Russian
 
Republic and the Karaganda Basin region of Kazakhstan have been
 
designated as other regions. The implementation phase involves the
 
establishment and operation of (1) regional liaison and technical
 
assistance offices in each region, (2)regional training centers in
 
each region, (3) a project coordination office in Moscow and (4) a
 
project coordination office in Washington, DC.
 

The regional liaison and technical assistance offices and the
 
training centers in focus regions will be headed by long-term

American technical advisors. A local hire director will head the
 
liaison and technical assistance offices and the training centers
 
in the other regions under the supervision of a focus office or
 
center. Both liaison and technical assistance offices and training

centers will have access to short-term personnel from the U.S. coal
 
industry to meet priority technical and training assistance needs
 
and conduct priority studies during the first two years of the 
implementation phase. The training centers will plan and conduct 
training for coal enterprise entrepreneurs, managers, trainers and 
workers and interested government officials both at the center and 
coal enterprise sites. 

The Project will train participants in the U.S. during the
 
first two years of the implementation phase. This participant

training will be provided by the U.S. coal industry.
 

The Project includes a coal industry project evaluation during

the first half of the second year of the implementation phase.

This activity is similar to the design of the quick start
 
reconnaissance visits. However, an evaluation of liaison and
 
technical assistance offices, training centers, technical
 
assistance provided, studies completed, training provided and the
 
status of coal mining enterprises visited previously will also be
 
included. Four contract consultants and two direct-hire A.I.D.
 
employees will join the coal industry representatives in the
 
evaluation of the Project.
 

The head of the Moscow Coordination Office will be a long-term
American technical advisor. Besides carrying out project
coordination and liaison functions, this Office will provide advice 
and assistance to central coal mining union and other coal industry
organizations. The Washington Headquarters Office will be the main 
point of contact with the U.S. Coal Industry and, as such, will 
carry out important coordination and liaison functions. 

D. SUBSTANTIAL INVOLVEMENT UNDERSTANDINGS
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1. During the preliminary phase and the first year of the
 
implementation phase, the Cooperator and A.I.D. will hold monthly

consultations on project activities based on the monthly reports

submitted by the Cooperator.
 

2. The Cooperator's activities during the second and any

subsequent year of the implementation phase will be based on an
 
annual work plan approved by A.I.D.
 

3. A.I.D. will approve all long-term technical advisors provided

by the Cooperator.
 

E. REPORTS
 

1. A monthly report shall be submitted within ten (10) working

days of the end of each month after the commencement of work under
 
this Cooperative Agreement. This report shall include:
 

a. A table covering all international travel undertaken under
 
the Cooperative Agreement during the reporting month showing name
 
of individual or group, status (long-term technical advisor, short­
term technical advisor, reconnaissance team, evaluation team,

participant to be trained in U.S., etc.), itinerary, date of
 
arrival, date of departure and purpose of travel.
 

b. A description of all short-term techni-al assistance visits
 
completed during the reporting month including host organization,
 
purpose and work completed.
 

c. A description of all in country training courses completed

during the reporting month including subject matter, location,

duration, source of participants, number of participants and
 
evaluation.
 

d. A description of all participant training in the U.S.
 
completed during the reporting month including of
names 

participants, subject matter, location, duration and evaluation.
 

e. A description of other activities carried out during the
 
reporting month.
 

f. A discussion of project implementation accomplishments,
 
issues and problems.
 

g. Proposed remedial action to solve problems.
 

h. A summary of activities planned for the month following the
 
reporting month.
 

2. A work plan covering each year of the implementation phase

after the first year to be submitted at least ninety (90) days

prior to the beginning of the year in question.
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3. An annual report covering each year of the implementation

phase summarizing the material included in the monthly reports

submitted during the year shall be submitted within thirty (30)

days of the end of the year.
 

4. A final report highlighting activities carried out under this

Cooperative Agreement to be submitted in final form prior to the

end of the Cooperative Agreement.
 

E. RELATIONSHIPS
 

The Cooperator's host country counterparts will be numerous and
varied. The Cooperator should report the identity and some

background information on each host country couterpart organization

it is working with. The Energy Division of the A.I.D. NIS Task
 
Force is the responsible technical office for this Cooperative

Agreement.
 

F. STARTING DATE, PERIOD AND FUNDING
 

Contracts Division A of the Office of Procurement (FA/OP/A) is
 
req'ested to negotiate this Cboperative Agreement as soon as
 
pos.ible. The Cooperator has tentatively scheduled the first
 
"quick start" reconnaissance visits to begin on 15 June 1992.
 

This PIO/T definitively covers the first 27 months of the

Cooperative Agreement. The Program Description assumes that the
 
implementation phase continues into a third year and the project

budget includes illustrative figures for a third year. A

determination whether the Project will be continued 
at existing

levels, expanded, phased down or phased out in the third year will

be made as a result of the coal industry project evaluation
 
discussed above.
 

The PIO/T provides funding for the first, 15 months of the

Cooperative Agreement. 
 It is planned to extend this Cooperative

Agreement for an additional 12 months (the second year of the
 
implementation phase) subject to the availability of funds and
 
mutual agreement to proceed.
 

G. LOCATION OF THE ACTIVITY
 

The locations of the activity include Washington, D.C., Moscow,

the Kuzbass and Vorkuta coal mining regions of the Russian
 
Republic, the Donbass coal mining region of the Ukraine and the
 
Karaganda Basin coal mining region of Kazakhstan.
 

H. LOGISTIC SUPPORT
 

The Cooperator will arrange for all of its own logistic support

both in Washington, D.C. and the NIS.
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I. OTHER 
Fluency in Russian for long-term technical advisors located in
Moscow, the Kuzbass and Vorkuta coal mining regions of the Russian
Republic and the Karaganda Basin coal mining region of Khazakstan
and in Ukrainian for long-term advisors located in the Donbass Coal
Mining Region of the Ukraine is highly desireable. No access to
classified material 
is required to 
carry out this Cooperative


Agreement.
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Coal Industry Independent 

Labor and Management 


Project Cost Estimate
 

Prelim
 

I. 

Washington
COST SUMMARY BY PROJECT ELEMENT3 mos 
 Year I
Headquarters Year 2 
Year 3 
 Total
 

Office
II. MOScow Coordination Office 
 0 325000 32750 
 1500 9750
IV. Focus Regional Liaison and
V. Other Regional 0
Technical Assistance ffices 330000 385000 155000 87000
Liaison and
 
Technical 
Assistance


V. T atQuick Offices55000
start Reconnaisance 
 0 55000 870000
VI
VII. Focus 1250I0 60000
Other RegionalRegional TrainingTraining CenterCenter 2400
 
5400
0 


275000 1150000

IX EvaluationolIndustry Project 5 00000
VII . Participant Training in U.S. 
 0 925000 22425004200 15 500 0 85500
155000 
 85000
0 
 0 471250 


0 4750
 
TOTAL PROJECT COSTS 
 540000 1460000 2500000 
 0 471250
First Fifteen Months 
 5 0 0 0 
 130 00005800000
 

20 0000o
 
COST SUMMARY BY LINE ITEM
A. 

U.S.
2. 
 Dollar
Travel and Transportation
2. T Costs
enduT 
 ransp0 0 
572250 
 716250


207832 452250 1743750
4. Short-term Technical Advisors 
72996
5. 184655
Office Operations 105792 465483


19190
6. 151430
Training Operations 0 62266 328500 6 5423
5000 100510
7. Participant Training 
111970 98998 491276
59648 275616
8. Equipment o 55000
to Improve Mine 53900 19300 
 128200
9. 9. Health, Safety and/or
Other Costs 0 
 92500 
 242500
SutOtal U.S. Dollar costs 

152500
1200 487500
400000 4800
 
0 300000 


Cross Check 
70s 45492 0 70000
49426 
 38517 
 135143
512500 1166500 2014000 
1017000 47l0000
LocT
avl Currency Cos
B. t o 
 512500 1166500 2014000 1017000 4710000
1 4 0
1. 7 6 100
0 1 78000 47 100
2.
 Salary and Benefits
Travel and Transportatio


3. Office Operations60 6000 13 00 2 9 0 
 15 4 0
4. Operations 16400 45800 78~
37700 95500 195400

Subtotal Local Currency Costs 2000 56800 71400
0 44100
9 3 00 743 00
3000 14300
310 
 640
TOTAL PROJECT COSTS 27500 293500 39500
486000 3470o
540000 1460000 250000 14220o
283000 00
3000 
 1090000
 
First Fifteen Months 


2000000 

1300000 580000
 

2-Apr-9
 2 1
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AGENCY FOR INTERNATIONAL DEVELOPMENT
 
ADVICE OF PROGRAM CHANGE
 

COUNTRY: New Independent States Regional
 

PROJECT TITLE: Energy Efficiency and
 
Market Reform
 

PROJECT NUMBER: 110-0002 

FY 1992 CP REFERENCE: None 

APPROPRIATION CATEGORY: Economic Support Fund (ESF) 

LIFE-OF-PROJECT FUNDING: $45,000,000 ESF Grant 

INTENDED FY 1992 OBLIGATION: $15,600,000 ESF Grant 

This is to advise that A.I.D. now intends to obligate

$15,600,000 for the Energy Efficiency and Market Reform Project
 
as follows: $5,800,000 in FY 1991 Economic Support Fund (ESF)

carryover grant funds originally planned for Pakistan, of which
 
$1,800,000 was notified by Congressional Notification 1 056

submitted December 6, 1991, and $9,800,000 in FY 1992 ESF grant

funds. This is a new project which was not included in the FY
 
1992 Congressional Presentation. Life-of-project funding will be

$45,000,000. Life of project will be extended from two to four
 
years.
 

The purpose of the Project is to improve the efficiency of energy

production and consumption in the new independent states of the

former Soviet Union and to help implement market reforms in this
 
sector. In addition, improvement of oil and gas production and
 
delivery systems, nuclear power plant safety, and reduction of
 
environmental pollution are now included as project components.
 

Attachment: Activity Data Sheet
 



______ 

L AGENCY FOR INTERNATIONAL DEVELOPMENTP"0" Neu Inerende,nt States Regional ACTIVITY DATA SHEET 
ta814 I"e" 

e.'rgy Fitic Eency & "arket 3 cform *e %enlot"'O Fonde~ ''- W111f~ 4 111
i c~'5~mI1N I Yel --

DN cleseiI f01,nt6.-elaewo3 1216191 

fUne 11: To IEprovo the effIcioncy Of anagy production andconsumption in the net independent 
 states of the formar Soviet Union 

and to help Implement market reforms In this sertor 


Dnsjagijj: The dramatic collapse of the Soviet Union presents an

historic opportunity for a transition to a more peaceful 
and stable

internatIonsl order and the gradual Integration of 
the HIS Into the 

comanity of democratic natione. 
The United States ho a vital

Interest In the success of this transition. Based on a sort:: of 

action plane developed In conjunction with the January 1992
Coerdinating Conference held In 
ashington. an Initial A I D 

program for the 
region has bean developed. The sin objectives of 

this program are: to encourage froe-mrkot economic systems; promote

democracy; 
meat urgent humanitarian needs; convert defense-oriented 

economlos promote bilateral trade and Investment; and Increase the 

efficiency of 
the energy sector In the new states. This project I&
a principal compoent of the program. 


Prelect Decterieto: Quick-impact. low-cost meaauras 
can wave

significant quantities of energy
 

. thereby reducing environmental 

pollution and degradation. 
A.I.D. will apply this principle In the 

HIS region with activities tailored to the specific needs of
. 
 states 

to which the U.S. has extended diplomatics recognition. The project 

will demonstrate these savings and promote the energy pricing.
regulatory, safety. and investment reforms necessary to 

comercialize onergy-officlont technelogles and Improve productivity

and mengeamnt In specific Industries. 
 This Project Is expected to 

espand the availability of oil. gS 
 and coal supplies In the HIS
region end will Increase 
echange earnings for participating states. 


The Project will provide export U.S. assistance to HIS states tohelp Implement energy efficiency end safety Improvement* In district 
heating plants. Industrial and eolecttlcoi facilities, refineries, 
and petroleum and coal production companies. and safety Improvements

i. nuclear facilities. 
 It will also help to develop energy policy 


. . . !... ! . 40 1) 
]aa
- '""" '-ll l . ...-.. e.... 

,e_- l__ l l_.+t! +__ .. +*, ...-I .. 

________ --

riu~ne tW ry C 

and pricing reforms and noew Institutional, safety and regulateryechantes 
which promote mrket competitien, stimulate capital

Investocnt and facilitate Inltetaato trade and contractual
 

arrang.meonrt 
 The Project will support the ongoing Energy
*oend 
hmle which brings together officials from the U S. privste

ector with officials and business people from the NIS; 
and will
 
support the rotnege In Economic Beform program
 on Initiative of
 
the U S coal Industry The Partners program helps relieve
 
Illetical botrienecks and provides training in mine safety.
 

. 


Fvy|-aIollLRgLfgXj;9_ t to A.I.b1 Straerv: The Energy Efficiency
acedNerket pelog Project is one of the progrnme to support and to

assist the democratic and economic reforms taking place In the His.
 
Its focus will be on those 
stares which have made a cmitment to
 
democratic and market reforms and energy efficiency.
 

*.eneTL
tjj[jj : The direct beneficiaries of the rrojoct will be 
Inhstele . mining and energy mnagers, both In the private endpublic sectors. who will 
receive the technical assistance and

ttainlng Indirect beneficiaries will 
include citizens of the HIS
 
who will 
benefit from more reliable energy supplile and such things
 
as 
Improved hoeting and environumental quality and new job

opportunities as 
market reforme take hold in the 
f15.
 

HestouO -jj._Q .fl: The Project will be coordinated with
 
the World Ronk. the European Economic Community and other
 
International and bilateral donors to new Independent states.
 

A-1 0 -financedlejI: Life offrolect
 

(5000) 
Technical Assistance: Industry Technical Exports 25.000 
Treinhime 


10.000
 
Comoditlea: Energy Efficiency Equipment JQ,90 

Total &S.000 

te 

.. ___ _ 



New Independent States Regional
 
Energy Efficiency and Market Reform 110-0002
 

Clearances:
 

DAA/EYR: DMerrill 

GC/t3R: I0orris 
R&D/TF: STurner 


EUR/OSA: PO'Farrel 

EUR/DR: R.Anthony 

EUR/PDP: SSmith 

GC/LP: RLester 

EUR/PDP: RFanale 

EUR/RME/FM: BBrocke 

FA/B: LLeDuc 

EUR/OSA: JWiles 

EUR/OSA:Evitashvili 


ST:D/EEA:CRufenacht 


(draft 

(draft) 

(draftl 

fdraft) 

(draftl 

(draft) 

(draft) 

(draft) 


(draft) 

ST:EUR/ISCA/E:KVolker (drafti 


dat ::L~2 
4b... date: 
(draft%_ date: 0119 

(draft *,-tdate: 02/11 /92/ ' 
date: 02/03/92
 
date: 02/05192
 
date: 02/05/92
 
date: 02/05/92
 
date: 02/04/92
 
date: 02/05/92
 
date: 02/0392
 
date: 02/03/92
 

date: 02/1/92
 
date: 02/11/92
 

Drafted: EUR,'DR/E:: RIchord, 1/31/92: 78274
 

EUR/PDP: EBailly: 76389: CN Coordination
 

CC: FA/B: JPainter
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U.S. A CY FML?%,',2I, 30 P4:31 3 AA IC::A40 

ORIG ACTFXM TO OS MAR D92COPIES TOACTION MEMORNM 
 LSE "" 
/ ', S SEHI'! 

' TO: The Deputy Secretary . 

TZR THROUGH: T - Reginald Bartholom 
 .. /:...
SFO 
 DA/A.I.D., Mark L. Ed*a
 
SSS FRPM - Richard A. Clarkk' j
TMA
 
TMB DD/POL, Larry Saiers.,
EUR SUBJECT: 
 Use of Foreign Assistance Act Funds for Procurement
 
EB
H-2 in Former Soviet Republics
 

PM
 
AID ISSUES FOR DECISION
 

cah Whether to conclude that certain former Soviet Republics
 
should no longer be considered as "non-Free World" countries for
purposes of permitting foreign assistance procurement from them
under a 1961 Presidential determination.
 

ESSENTIAL FACTORS
 

On October 11, 1991, you approved a determination that

Eastern European countries and Mongolia should no longer be
considered as "non-Free World" countries for purposes of
permitting foreign assistance procurement from them under a 1961
determination by President Kennedy. 
The decision memorandum is
 
attached at Tab A.
 

Your October determination recognized that certain
countries, including the Soviet Union, would continue to be
excluded from procurement eligibility. (The other countries were
Afghanistan, Libya, Vietnam, Cuba, Cambodia, Laos, Iraq, Iran,
North Korea, Syria, and the People's Republic of China). 
 Your
determination also recognized that, if warranted by changed
conditions with respect to any of these countries, A.I.D. would
seek a similar foreign policy determination from the Department.
 

In view of the break-up of the Soviet Union, the U.S.
Government has taken a number of steps to support a peaceful
transition toward democratic institutions and market economies in
the former Soviet Republics. The President on December 25th

proposed conducting full diplomatic relations with Russia,
Ukraine, Armenia, Byelarus, Kazakhstan, and Kyrgyzstan; and
assistance activities (primarily technical and humanitarian
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assistance) have been initiated by A.I.D. and the Congress

notified accordingly. Those actions are summarized in the

Memorandum attached at Tab B. More recently, the President
 
decided similarly to move ahead regarding diplomatic relations

with Moldova, Turkmenistan, Uzbekistan, Tajikistan, and
 
Azerbaijan. In this context it no longer makes sense to exclude

these eleven Republics from foreign assistance procurement

eligibility.
 

RECOMMENDATIONS 12
 

That you conclude that the eqa %n
former Soviet Republics

noted above should no longer be considered as "non-Free World"

countries for the purpose of implementing President Kennedy's

determination regard ~t 604(a).
 

~AR3O 9PPROVE DISAPPROVE_______ 

DATE ( DA 

That Will auto iCall v include Georgia " Taaot 
 d to Georgia
at such time as the United States establishes full diplomatic

relations with it.
 

APPROVE________ DISAPPROVE_________
 

DATE 
 DATE
 

Attachments:
 

TAB A - Action Memorandum for the Deputy Secretary

Approved 10/31/91


TAB B -
Action Memorandum for the A.I.D. Administrator
 
Approved 1/18/92
 

GC/LP:RLester (Draft) Date: 2/19/92

A-GC:TGeiger (Draft) 
 Date: 2/20/92

EUR/OSA:PO'Farrell (Draft) Dat:2/

ENE/EUR:DMerrill (Draft) Date:_2/20/92

GC/EUR:H19orris (Draft) Date:_2/20

AA/R&D:RBissell (Draft) Date:_-2j

STATE/L/EUR:TBuchwald (Draft) Date:_2/28/92

STATE/EUR/ISCA/ECON: KVolke ra Date: 
3/04/92

STATE/D/EEA:CRufena ht 
 Date: J __

STATE/S/P:JHannah 
 Date: _LA

STATE/P: C.L. VanVoorst Date: _._'___ 

_STATE/C:RWilson _ _ Date: 31,f44. 
STATE/EB/IFD/ODF:LMoriarty 3 Date: 3/il;
 
STATE :H: CRAETHER~, 

Drafter:GC/CCM: KFries:DGC;Xeighan:FAAFP: 2/7/92: Ext. 78332: Revised 
2/18/92:Revised 3/2/92
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IPMAr/U1V 

Wcontrol 
To: The Deputy Secretary 

TKRouG, T-Reginald Bartholomew 
A/..*Mark L. Ed*.As 

FROM: 
 I-vlh P RRope, ActLngD/POL, Arry SaLers, Actin 
SIBJlEC7:' 
 Use of Foreign Assistance Act Funds for ProcurementIn Eastern European Countries and Mongolia 

Whether to Conclude that certain countries should be
considered as "Free World" countries for purposes of permitting
foreign assistance procurement from then underPresidential determination. a 1961 

ESSENTIAL F CTORS 

Section 604(a) of the Foreign Assistance Actprohibits of 1961use of foreign
the United 

assistance funds for procurement outside 
procurement 

States unless the President determines that *suchvill not result in adverse effects uponof the United States or the econonthe Industrial mobilitation base
On October is, 1961, ....srPresident Kennedy made a Determination
pursuant to Section 604(a&) to permit procurement from sources
outside the United States where the procurement is less costly
than procurement from United States sources.
Determination This 1961authorited procuroeznt from *less developedcountriesa generally and* under specific circumstances*selected industrialized froncountriea. hsee Tab A) 

I This prohibition covers other Foreign Assistance Actprocurecent as vell as A.ToD.-fInanced procurement, !t4,miItary and counter-terrorls 
procurement.
however, It n practie,hasl at most A negligible effect In M s, other areas. 

~~A44*
 



"A7 /q 

outside 
President Kennedy specified, hovever, that OProcurement
the United States shall be from Free World
any case.* sources,
gtree World" has 	 inlong been construed by A.n.D. to
exclude all countries listed In the Foreign Assistance Act
as icommunist (Section 620(f)), Including the People's Republicof China, Cuba, Vietnam, the Soviet Union,
Mongolia, and all the countries of tastern 

the Baltic Republics,

turope, with theexception of Yugoslavia.
 

The characterigation of a numberFree 	 of these countries asWorld" for purposes of section 604(a) 	
'non-

In view of 	 no longer makestheir status as emerging 	 senseA.I.e. assistance. 	 democracies andIn 	 recipientsthis category 	 cfCz-ch 	 we placeand 	 Poland, Nungary,Slovak Federal Republic,Mongolia, and 	 Bulgaria, Romania,now 	 Albania,the Baltic Republics. We recomend that youconcur that these countries should no longer be considered as
'non-Free World" within the meaning of Presidont Kennedy's
determination. 
 This will allow thea to participate
sources 	 asfor A.I.D.-financed 	 eligibleprocurement, as appropriate. 
A.r.D. would continue to exclude certainprocurement eligibility because 	 countries 

terrorism 	 of their status under 
from 

statutes and 	 the anti­for othercountries that would 	
foreign policy reasons. There:ain excludedSoviet Union, 	 are Afghanistan,Vietnam, Cuba, 	 Libya, theCambodia,Korea, Syria, 	 Laos, Iraq,and the People's Republic of China. 	

Iran, North 
If warrantedby changed conditions with respect to any of these countries,
AI.D. would seek 
a similar foreign policy detersination from 
 the
Department, at the level of Under Secretary for International
Security Affairs, vith respect to the procurement eligibility of
that country.
 

President Bush has delegated to the Secretary of State the
authority to zake determinations under Section 604(a) with
respect to 'procurement under Chapter I
of Part 	 of Part I11 	 and Chapter 4
Support 

of the Act (AA Development Assistance and economicFund accounts). 
 (U Executive OrderDecember 	 12738 of14, 1990, Section 3(3)0Such authority has 	 amending Executive Order 12163).been redelegated to theInternational Security Affairs with respect to programs under
Part 11 

Under Secretary for 

of the Act (State Dept. Delegation of Authority 	No. 13e,section 1(a)(j))g and may also be exercised by4(d)). Although 	 you (Sectionthat delegation is not, technically, needed Inorder for you to agree with our 1proposed Intapretatlon of theexisting Presidential Determination, It is consistent with suchaction.
 

A~unmn5/4r 

A
 



____ 

________ 

That you conclude that Poland, lunga ry, Ciech and Slovak
Federal Pepublic, Bulgaria, Romania, Albania, Lithuania, LAtvia,
Etona and'ongolta should no longer be considered as ".on-Free
World" countries for purpose of Iut lementing,President Kennedy's
determination regardi ,, f 4'i(a).,
 
APPROV g 
 DISAPPRetOVE04"(

OCT 8101 
That you agree that future decisions about whether a newly
emerging democracy should be considered part of the "Free World"for pi-posos of Section 604(a) may be.made by the Under Secretary
for International Se=ruty Affair
 

APPROVE _DS/ATQPPRt0v 

OCT i1 1 
Attachment:
 

TAD -
 Presidential Determination Under 
Section 604(a) Dated 10/18/61 

%a..Z4 V"A4'
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State/D/PfiR:RSau~r1*ln -I raft~Idate 

21O/61p 
Stat*/ELTR/EZY:Slyrn~s traft 2/3 --1 
Stato/zApcm4.tpoito datgo 10/igieuIfbraft 
 dif 001

St~*/B/FDOID~torary-IDXrat date 2Q/0/IStst*/XNI(:JVanW~rtOntISe100L

AID/GC.*(Act Ing) .TGGIq.r___ avwu dakte 1/27/61AXO/M/UnECAdoisan 
 (Draft) 
 date l10/iazpi
AIDAA/A,(Ac~ng rowenoDraft)I-dataAXO/MS/PPEzjurpy MDrarr. 9/Sa/#&­

date *29/OI
I:RFuve!~
 

cc (w/Att Ach~n ): A/A-.0., ROnald W. Roskens 

GC/CCl:XFrls:cac:l/14/lPDP(Wdf 
et:Z,. 78332 
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11,S.A2 -Tanuary 1992 

AM%" ACTION MEMORANDUM FOR 'ME ADMINISTRATORTHRU: 
 Acting, AA/OPS, Howard V.
 

FROM: AA/t, Carol C.(elrn
 
W 
 SUWTZCT8 Assistance to the Z;rdependent Statesof the former Soviet Union: Stqtutory
Checklist
 

Prikzbu: To take into consideration
statutory Zequirements relevantfunds (and in lght of whether S?DA funds, to the extent such fwndingMay be made available in the future) shfudibeUsedsd to provide toho o nteftr)technical shouldband other assistanc, to
support the transition Of the newly independent
states Of thQ former Soviet Union into
ree-market locieties, and to help meot the energy 
t 

needs of these societies.
 
2 MIA.-ILin: The former Sovietrevolutionary changes within 
Union has undergoic
have resulted In the creationIndependent 
states, most of twelve 
Associated in of whom are looselya new Commonwealth Of Independent
States. 
 The United States Goverment has
established diplomatic relations with six Of the
 
former republics of the Soviet Union, nam
Armenia, aylarus, Kaa 
 ,sauygon, nam:Rie
 a
 .
and Ukraine s, z, stan, Kyrgzstan,-Russia 

On September 10,signed a deterinatio,-it9l, the Secretary of StatePursuant to S620(f)()the Foreign Assistance Act (FAA) of 
of 

1961, asamended, permitting assistance to the Soviet
Union. 
 (AMj Tab A.) 
 Pursuant
determination, toCongressionl
both toCnres Noicaono~gNtfat
of which expired ioon Decembera,sent to Congress describing two 1991t WAe 
to be Implemented by A.Z. 

po proece
"~ .~ (0iaproposedT'- prabectsab a.) These"transformation of these 
projects have been designed (1) to encourage therepublics into democratic 

(UNCLASSIFIED ITHOUT CLASSIFIED ATTACMENTS) 
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market-based economies, and (2) 
to improve energy efficiency and
 
encourage energy market reforms in these societies. ESF funds of

$3.2 million for the Democratic and Economic Initiatives Project

and $1.. million for the Energy Efficiency and Market Reform
 
Project are now pending authorization and obligation.
 

Although certair republics of the former Soviet Union would
 
normally be prohibited from receiving assistance since each such
 
republics are indebted to certain U.S. citizens, the State
 
Department plans to issue on January 16, 
1992 a determination
 
pursuant to S620(c) of the FAA which would permit assistance to
 
flow to these republics despite this fact. (This determination
 
shall provide, in substance, that failing to provide assistance
 
to these newly formed states is contrary to the national security

interest of the United States.) Despite this determination by

the State Department, however, certain factors must be "taken
 
into consideration" by you before we may proceed with obligating

funds for these two projects.
 

Please note that since the source of funding for these two
 
proposed projects is the ESF account, the "notwithstanding any

other provision of law" language is not available. (This

language has been used in the past to permit assistance to
 
proceed in Eastern European countries under the 1991
 
Appropriation Act despite prohibitions on assistance that would

otherwise apply.) Therefore, certain factors must be "taken into
 
consideration" by you before these proposed projects may be
 
obligated from the ESF account (or the DA account, if such
 
funding is later made available.) In fact, you normally take
 
into consideration a number of conditions, to the extent that
 
they may exist, on an annual basis before approving an allocation
 
of assistance to specific countries. However, in light of the
 
fact that the Coordinator's Office wishes to proceed with
 
implementing the proposed projects on an expedited basis, we are
 
presenting certain issues for your consideration at this time on
 
an AA hoc basis.
 

In order to ensure that all relevant statutory requirements

have been not, A.I.D. has developed a "country checklist",
 
describing such requirements with particularity. The items on
 
this checklist have been responded to in substance by the State
 
Department, and Its memorandum is attached hereto as Tab C. 
In 
the case of the states of the former Soviet Union, only two 
considerations are relevant in considering whether to provide

assistance, and are discussed below. Please bear in mind,

however, that statutorily mandated considerations in providing

foreign assistance need only be "take into account". 
The mere
 
existence of such factual considerations does not, in and of
 
itself, prohibit assistance to the country in question..
 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHM(ENTS)
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Guaran)tOL-y
Aoem 
 n 6(11. Failur* tontrititiating ngoitiOn
As of this date, OpIC iswith each nof the Individualthe

republics
pOSS ofWhom to
we plan to render assistance to enter Into OPxC investment
guarantee agreements. 
Although such negotiations are In the
process of being initiated, they have not yet been finalized and,
to date, OPIC has not concluded any bilateral agreements withthese new republics. Thus, in light of the fact that thisprocess of negotiation has'been Initiated but not concluded, werequest you to take this Into consideration and perit assistanceto move forward as planned. 

(2) Section£20(u!:
records dated October 31, 1991, 
U.N. Due-: According to U.N.
the combined arrearage of the
U.S.S.R., Byelarus, and Ukraine totals $196,376,749.00. 
Dues
owed to the U.N. regular budget are as follows: U.S.S.R.
($46,019,313); Byolarus ($1,520,157); Ukraine ($5,758,172).
Further, dues are owed for the maintenance of U.N. peace-keeping
forces in the following amounts: U.S.S.R. ($126,773,350);
Byelarus ($5,116,578); Ukraine ($11,169,179). 
 Thus, the subtotal
owed by the CIS for outstanding dues to the U.N. regular budget
is $53,297,642, and for the U.N. peacekeeping forces is
$143,079,107. 
Payment of this arrearage in U.N. dues is expected
although, to our knowledge, specific arrangements to pay have not
yet been made. 
It should also be borne in mind that ES? (and DA)
funded assistance to Albania was allowed to proceed, despite its
similar arrearages in U.N. dues, based on your consideration of
this factor. 
Therefore, we request you to take the U.N. dues
arrearage of these former republics of the 
Soviet Union into
account, and urge you to permit the planned assistance to be
implemented as expeditiously as possible.
 

Atomirimo.U: 
 That you, by your signature below, take into
consideration the circumstances described above, and approve the
use of ESF funds (and DA funds to the extent necessary in the
future), subject to the availability of such funds, for
assistance to the six states named above. 
Such assistance will
be authorized by separate action, and shall be subject to the
Secretary's determinations under SS620(c) and (f)(2) of the FAA.
 

Approved:v_
 

Disapproved: 
.
 

Date: /"/('9 
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Attacheants: 
TAB A - Section 620(f) (2) determination by the Secretary
TAB 3 - Congressional Notifications 
TAB C - State Memorandum dated 1/17/92 re: Statutory Checklist 

Clearances:
 

GC/LP: RLester (shonel Date: 11112 
AA/LEG: Randlett (draft! Date: 1115/L2
ENE/EUR: DMerrill (draft) Date: 1/12
EUR.OSA: PO'Farrell (draft) Date: 111J2 
GC/EUR: HOorris (draft) Date: 1/14/92

STATE/EUTR/ISCA/ECON: KVolker 1Lrafi Date: 1L16/92
STATE/D/EEA: CRufenacht .(Jsubst Date: 1116/92
AA/R&D: RBissell . Date: 1/18/92 

Drafted: GC/EUR, Ruju Sarkar: 1/14/92
 

U:\CIS.TIC
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TAB D 

INITIAL ENVIRONMENTAL EXAMINATION
 

(A) PROGRAM COUNTRY: 


(B) ACTIVITY: 


(C) FUNDING: 


(D) PERIOD OF FUNDING: 


(E) STATEMENT PREPARED BY: 


(F) RECOMMENDED ENVIRONMENTAL
 
ACTION: 


(G) DECISION OF DIRECTOR
 
NIS/TF: 


(H) DECISION OF NIS/TF
 
ENVIRONMENTAL OFFICER:
 

Newly Independent States
 

Energy Efficiency and Market
 
Reform (No. 110-0002), Amended
 

$45.0 million
 

FY 1992 - FY 1996
 

A. de Graffenreid, EUR/PD
 

POS IVE DETERM ATION 

Approved
 

Disapprove
 

Date
 

Approved
 

Disapproved
 

Date
 



EXAMINATION OF THE NATURE, SCOPE AND MAGNITUDE
 
OF THE ENVIRONXENTAL IMPACT OF
 

THE ENERGY EFFICIENCY AND MARKET REFORM PROJECT, NO. 
110-0002
 

A. DESCRIPTION OF THE PROGRAM:
 

The purpose of the project, as amended, is to improve the

efficiency of energy production and consumption in the New
Independent States (NIS, formerly known as the Soviet Union) and
 
to help implement market reforms in this sector. 
The amended
 
project will provide technical assistance in: (1) pricing and

institutional reform; 
 (2) oil, gas and coal 	production and
 
delivery systems; 
 (3) energy efficiency and environmental
 
improvement in power, 	industry, and buildings; and, (4) nuclear
 
power plant safety and regulation. All of these activities will
 
contribute to economic and energy reform efforts that will
enhance the environment, reduce pollution, introduce cleaner
 
fuels and more efficient and safe technologies and management
 
systems.
 

B. RECOMMENDED ENVIRONMENTAL ACTIONS:
 

The positive implicationo of this project on promoting energy

efficiency and clean energy sources 
leads to an overall
 
conclusion that the project will have a positive environmental
 
impact. However, interventions (even if limited to technical

assistance, training and feasibility studies) in nuclear safety,

fossil fuels production and energy pricing reform could introduce
 
incentives for expanding unregulated and risk-producing

activities unless appropriate assessment and mitigation of these
 
risks are undertaken. 
Generally, environmental consideraticns
 
will be incorporated in technical assistance and project studies,

and activities aimed at rehabilitation and/or energy production

facilities will require full environmental review. Were negative

effects may occur, project developers (consultants and/or

participating agency officials) will prepare recommendations to

avoid or mitigate these effects. Proposals will be reviewed and

approved by the NIS/TF Director in consultation with the NIS
 
Environmental Coordinator.
 

Action Recommended: 	 Positive Determination under A.I.D.
 
Regulation 22 CFR 216.
 

/
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TMA ACTON MEMORANDUM
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EUR - SS 9202390 .L'92
2-2

FE.S-4 8: 
 fo 9 
0: D -
Mr. Eagleburger 
 F 4 LSE
cah FROM: 
 EUR - Thomas M.T. Ni
 

H - Janet G. Mull' s
 
SUBJECT: Circular 175: 
 Reques 
for Blanket Authority to
Negotiate and Conclude Assistance Agreements with
Former Soviet Republics
 

ISSTU FORDEC!ATnN
 

Whether to authorize the negotiation and conclusion of
bilateral agreements as appropriate with the former Soviet
republics in connection with the provision of assistance.
 

ESSENTIAL FACTORS
 

We are proceeding quickly with assistance programs for
several of the former Soviet republics. 
We are moving forward
with $5 million of assistance funded from reprogrammed FY-91
ESF, a $165 million USDA food aid program, and humanitarian
assistance programs under a series of DOD authorities. 
A more
extensive technical assistance program is in preparation and
additional assistance will also follow.
 
A.I.D. believes, and we concur, that we need to obtain
agreements with the concerned republics conferring certain
essential legal protections for the ESF program.
proposed agreements, the republics would: 

Under the
 

provide tax and customs exemptions for U.S.-provided
commodities or equipment, and for U.S. nongovernmental
personnel responsible for implementing the assistance
programs;
 

provide immunity for USG ass'*tance personnel from criminal
jurisdiction of local courts, and from civil jurisdiction
of local courts for official acts;
 

Ql LiSFIf 



United States Department of State 
Wuhinn, D.C. 20520 

MEMORANDUM OF LAW 
£j i : Circular 175: 
 Request for Blanket Authority for
Negotiation and Conclusion of Assistance Agreements
with the Twelve Former Soviet Republics
 

The accompanying Circular 175 action memorandum requests
blanket authority to negotiate and conclude agreements with
each of the twelve former Soviet republics (the Ocountries-)
to obtain certain legal protections in connection with U.S.assistance programs.
 

The proposed agreements do not imply or promise any
particular level of assistance. 
 Instead, they establish terms
and conditions regarding assistance that may be provided by
the U.S. government in accordance with applicable laws and
regulations. 
These terms and conditions include tax and
customs exemptions for U.S.-prcvided commodities or 
equipment,
and for nongovernmental personnel responsible for implementing
assistance programs; provision to USG assistance personnel of
status equivalent to that accorded administrative and
technical staff under the Vienna Convention on Diplomatic
Relations; authorization by each of the countries for USC
representatives to 
inspect utilization of the assistance, and
to inspect or audit any records or other documentation in
connection with the assistance, wherever such records are
located; commitment by each of the countries to use
commodities, supplies or other property solely for agreed-upon
purpLses; in 
cases in which the republic is responsible for
items being used for other purposes, to refund their value to
the USG (if the USG deems doing so appropriate); and provide
exemptions for aircraft and vessels from landing feeA,
navigation charges, port charges, tolls, and similar charges.
 
Legal authority to negotiate and conclude the agreements
is provided by the President's constitutional responsibilities
for the conduct of foreign relations (Article I, 
Section I,
Clause 1) and the Secretary of State's authority for the
day-to-day conduct of foreign relations (22 U.S.C. section
2656).
 

In addition, with respect to assistance provided under the
Foreign Assistance Act of 1961, as 
amended, section 635(b) of
that Act provides that the President may make and perform
agreements with any friendly government or government agency
"in furtherance of the purposes and within the limitations of
this Act.0 
This authority has been delegated to the Secretary
of State by Executive Order No. 12163 
(Sept. 29, 1979), 
as
amended.
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For the foregoing reasons, there is 
no legal 	objection n

the proposed negotiation and conclusion of executive agreements
with each of the twelve countries as described in the
 
accompanying action memorandum. 
Any changes in that text shall
 
be subject to the concurrence of L, EUR and D/ZEA.
 

Todd F. Buchwald, Acting

Assistant Legal Adviser for
 

European and Canadian Affairs
 

X-6295 1/21/92
 
cleared: 	L/T:GTaft
 

L/SFP:LJacobson
 
L/PM:SMurphy
 

Doc. No. 	1415 (33)
 



AGREEMENT BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF AMERICA AND
 
THE GOVERNMENT OF


REGARDING COOPERATION TO FACILITATE

THE PROVISION OF ASSISTANCE
 

The Government of the United States of America and the

Government of
 

Recognizing the interests of the Government of the United
States of America and the Government of
to in cooperating
facilitate the provision of humanitarian and technical
economic assistance to benefit the people of 
 ; and
 
Recognizing the need to make certain practical arrangements
to help ensure the effectiveness of that assistance;
 

Have agreed as follows:
 

ARTICLE I
 

TAXES AND OTHER CHARGES
 
(a) Commodities, s:pplies or other property provided or
utilized in connection with United States assistance programs
may be imported into, exported from, or used in 
 _ free from
any tariffs, dues, customs duties, import taxes, and other
similar taxes or 
charges imposed by 
 or any subdivision
thereof.
 

(b) Any United States Government or United States private
organization that has responsibility for implementing United
States assistance programs, and any personnel of such private
organization who are not nationals of or ordinarily resident
in --__ and that are present in__ 
 in connection with such
programs, shall be exempt from (1) any income, social security
or other taxes imposed by , 
 ., 
 or any subdivision thereof,
regarding income received in connection with the implementation
of United States assistance programs, and (2) the payment of
any tariffs, dues, customs duties, import taxes, and other
similar taxes or charges upon personal or household goods
imported into, exported from, or used in 
 for the personal
use of such personnel or members of their families.
 

(c) The access and movement of aircraft and vessels
operated by or 
for the Government of the United States of
America in connection with United States assistance programs
in 
 shall be free of landing fees, navigation charges,
port charges, tolls and similar charges by 
 or any
subdivision thereof.
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ARTICLE II
 

STATUS OF PERSONNEL
 

Civilian and military personnel of the United States
Government present in 
 - in connection with United States 
assistance programs shall be accorded status equivalent to thataccorded administrative and technical staff personnel under theVienna Convention on Diplomatic Relations of April 18, 1961. 

ARTICLE III
 

INSPECTION AND AUDIT
 

Upon reasonable request, representatives of the Government
of the United States of America may examine the utilization of
 any commodities, supplies, other property, or services provided
under United States assistance programs at sites of their
location or use; and may inspect or audit any records or other
documentation in connection with the assistance wherever such
records or documentation are located during the period in which

the United States provides assistance to 
 and for three
 
years thereafter.
 

ARTICLE IV
 

USE OF ASSISTANCE
 

Any commoditis, supplies, or 
other property provided under
 
United States assistance programs will be used solely for the
 purposes agreed upon between the Governments of the United
 
States of America and _ _. If use of any commodities,

supplies or 
other property occurs for purposes other than those

agreed upon under such programs, which the Government of the

United States of America determines could reasonably have been
prevented by appropriate action of the Government of 
_ ,
the Governmenit of _ 
 upon request shall refund in United

States dollars to the Government of the Untied States of
America the amount disbursed for such commodities, supplies, 
or

other property. The Government of the United States of America
 may, in its discretion, make available the amount refunded to
finance other costs of the assistance activity involved.
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ARTICLE V
 

OTHER AGREEMENTS
 

The Government of the United States of America and the
 
Government of ­ recognize that further arrangements or
 
agreements may be necessary or desirable with respect to
particular United States assistance activities. In case of any

inconsistency between this Agreement and any such further

written agreements, the provisions of such further written
 
agreements shall prevail. 
 Nothing in this Agreement shall be

construed to derogate from the privileges and immunities
 
granted to any personnel under other agreements.
 

ARTICLE VI
 

ENTRY INTO FORCE
 

This Agreement shall enter into force upon signature by
 
both parties.
 

DONE AT _ _, this _ day of , 1992. 

FOR THE GOVERNMENT OF 
 FOR THE GOVERNMENT OF

THE UNITED STATES OF AMERICA: (NAME]:
 



Finding under Section 620(c) of the
 
Foreign Assistance Act of 1961, as amended
 

Pursuant to section'620(c) of the Foreign Assistance Act of
 

1961, as amended (the "Act"), section 1-201(a)(12) of Executive
 
amended, and section 4(d) of State Department
Order 12163, as 


Delegation of Authority No. 145, as amended, I hereby find that
 
application of the restriction contained in section 620(c) of
 
the Act with respect to Armenia, Azerbaijan, Byelarus, Georgia,
 
Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan,
trary thethe
Turkmenistan, Ukraine, and,bekstaxUzbekista Wululdd bb c tr ary toto 


national security.
 

\ ate -- wn Sger
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ACTION MEMORANDUM FOR THEADMINSTRATOR 
A 

THRU: AA/OPS, Scott Spangle., 

FROM: AA/R&D, Richard Bissel.h 
AA/EUR, David N. M-rrAl 

SUBJECT: Assistance to the Newly Independent States of the Former Soviet
Union: Statutory Checklist 

Problem: To take into consideration relevant statutory requirements in light ofwhether ESF funds (and DA funds, to the extent such funding may be made availableinthe future) should be used to provide technical and other assistance to support thetransition of newly independent states of the former Soviet Union into democratic,
free-market societies. 

Discussion: A memorandum to you from the AA/EUR dated January 18, 1992requested you to "take into account" certain statutorily mandated considerationsbefore assistance to the newly independent states of the former Soviet Union couldbe authorized. Your consideration was limited, at that time, to the following.republics of the former Soviet Union with whom the U.S. was establishing diplomaticrelations: Armenia, Byelarus, Kazakhstan, Kyrgzstan, Russia and the Ukraine. TheState Department is now establishing full diplomatic relations with the remainingrepublics of the former Soviet Union (with the exception of Georgia), namely,Moldova, Azerbaijan, Tajikistan, Turkmenistan, and Uzbekistan. Thus, once again,we request that you take into consideration the factors described below beforeassistance to these republics may be authorized. 

On September 10, 1991, the Secretary of State signed a determination,pursuant to §620(0(2) of the Foreign Assistance Act (FAA) of 1961, as amended,permitting assistance to flow to the Soviet Union; (S Tab A.) Additionally,Deputy Secretary Eagleburger made adetermination, dated January 20, 1992, under
Section 620(c) of the FAA which permits assistance to the republics notwithstanding
 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
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certain indebtedness to U.S. citizens that would otherwise prohibit these republics 
from receiving foreign assistance. This determination provides, in substance, that 
failing to provide assistance to these newly formed states is contrary to the national 
security of the United States. (=. Tab B.) Pursuant to these determinations, 
assistance to the individual republics that formerly constituted the Soviet Union may 
be permitted provided that other statutory requirements are satisfactorily met. 

Assistance to the republics is now being considered in the following areas: (1) 
increasing the levels of assistance for the previously authorized Democratic and 
Economic Initiative Project and the Energy Efficiency and Market Reform Project as 
well as developing activities in (2) private sector initiatives, (3) democratic pluralism 
initiatives, (4) housing sector reform, (5) health care improvement, (6) food systems 
restructuring, (7) economic restructuring and financial sector reform, and finally, (8) 
making an ESF grant to the Eurasia Foundation. All of this proposed assistance is 
now pending final Congressional notification and clearance. 

Although we are working to include "notwithstanding any other provision of 
law" language in legislation for FY 92, such language is not now applicable to ESF 
funds to be used for the NIS. Therefore, certain factors must be "taken into 
consideration" by you before these proposed projects may be obligated from the ESF 
account (or the DA account, if such funding is latei made available). In fact, you 
normally take into consideration a number of conditions, to the extent that they may 
exist, on an annual basis before approving an allocation of assistance to specific 
countries. However, in light of the fact that the Coordinator's Office wishes to 
proceed with implementing the proposed projects on an expedited basis, we are 
presenting certain issues for your consideration at this time on an a bho basis. 

In order to ensure that all relevant statutory requirements have been met, 
A.I.D. has developed a "country checklist", describing such requirements wth 
particularity. The items on this checklist have been responded to in substance by the 
State Department, and its memorandum is attached hereto as Tab C. In the case of 
the five republics of the former Soviet Union discussed herein, only one consideration 
is relevant in considering whether to provide assistance. 

Section 620(1) of the FAA provides that assistance may be denied if the 
recipient country has failed to enter into an investment guaranty agreement with the 
United States. As of this date, OPIC is in the process of initiating negotiations with 
each of the five individual republics to whom we plan to render assistance. 
Although such negotiations are in the process of being initiated, they have not yet 
been finalized and, to date, OPIC has not concluded any bilateral investment 
guarantee agreements with these new republics. Please bear in mind, however, that 
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statutorily mandated considerations in providing foreign assistance need only be
"taken into account". 
 The mere existence of such factuaj considerations does not, inand of itself, prohibit assistance to the country in question. Thus, in light of the factthat this process of negotiation has been initiated by OPIC but not concluded as ofthis date, we request you to take this into consideration and permit assistance to
 
move forward as planned.
 

Recommendation: That you, by your signature below, take into consideration the
circumstances described above, and approve the 
use of ESF funds (and DA funds tothe extent necessary in the future), subject to the availability of such funds, forassistance to the five republics named above. Such assistance will be authorized byseparate action, and shall be subject to the determinations made pursuant to
§§620(f)(2) and (c) of the FAA. 

Approved-

Disapproved: 

Date:&Z'UI. 

Attachments: 
TAB A - Section 620(0(2) determination by the Secretary
TAB B -Section 620(c) determination by the Deputy Secretary
TA.B C - Department of State Memorandum re: Statutory Checklist 
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Determination under Section 620(f)
 
of the
 

Foreian Assistance Act of 1961, as amended
 

Pursuant to Section 620(f)(2) of the Foreign Assistance Act
 
of 1961, as amended, (22 U.S.C. 2370(f)(2)), and Section
 
1-201(a)(12) of Executive Order No. 12163, as amended, I hereby
 
determine that the removal of the Soviet Union from the
 
application of Section 620(f) of the Foreign Assistance Act,
 
for an indefinite period, is important to the national interest
 
of the United States.
 

This determination shall be reported to the Congress and
 
published in the Federal Register.
 

Septem~ber 10, 1991 
Date TJames A. Baker, III
 



JUSTIFICATION FOR THE PRESIDENT'S DETERMINATION
 
TO REMOVE THE PROHIBITION ON OPIC ACTIVITIES
 

IN THE SOVIET UNION
 

A determination to remove the Soviet Union from the
 
prohibition on assistance to Communist countries is in the
 
national interest for several reasons. The U.S. supports
 
efforts within the Soviet Union to establish a strong and
 
functioning democracy and to move decisively toward a market
 
economy. If these trends continue, the U.S. should support
 
them by responding, step by step, to progress made.
 

At the recent Moscow Summit, President Bush underlined his
 
support for market-oriented reforms in the Soviet Union by
 
reaffirming his desire to promote U.S. trade and investment
 
with Lhe Soviet Union. To normalize our trade relations, he
 
has already submitted the U.S.-Soviet Trade Agreement to
 
Congress. He also reiterated his commitment to work with the
 
Congress to lift the Stevenson and Byrd restrictions on
 
official credit programs. The availability of OPIC programs
 
for U.S. companies seeking to invest in the Soviet Union would
 
complement these actions. Providing technical economic
 
assistance is also consistent wi.h the goal of helping the
 
Soviets develop a market economy.
 

Moreover, the Soviet Union is giving evidence of fostering
 
the establishment of a genuinely democratic system, with
 
respect for internationally recognized human rights. The
 
failed coup by hardline factions in the Soviet military and
 
security forces has accelerated the establishment of a
 
democratic system in the Soviet Union. The coup discredited
 
the old guard in the Soviet Government and led to the collapse
 
of the Communist Party, the primary obstacles to democratic
 
reform and creation of a pluralistic political system.
 

The failure of the coup strengthened Soviet leaders, such
 
as Boris Yeltsin and Leningrad Mayor Sobchak, who are committed
 
to democracy and reform. President Gorbachev has replaced
 
opponents of reform in key posts -- such as the Interior
 
Minister, Defense Minister, and head of the KGB -- and
 
appointed in their place men with strong reform credentials.
 
More fundamentally, the opposition of the Soviet people to the
 
coup showed that the principles of democracy and rule of law
 
have taken root in the Soviet Union. There is a clear
 
consensus for establishment of a genuinely democratic system
 
that no Soviet or republic leader can choose to ignore.
 

The CPSU's reign of political dominance came to an end with
 
the historic Supreme Soviet decree of Aug,,st 29 suspending the
 
activities of the party throughout the Soviet Union and
 
seizing its assets. Several republics have gone further and
 
outlawed the party completely. As President Bush stated, the
 
collapse of the totalitarian non-democratic CPSU is a cause for
 
cheer.
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In recent years, the Soviets have demonstrated an
 
increasing respect for internationally recognized human
 
rights. Soviet citizens are freet to speak, write, practice
 
their religion and participate in public life than ever
 
before. As a reflection of this improvement, the U.S.
 

at ongoing
Government, while continuing to express its concern 

human rights abuses, is simultaneously working with the Soviet
 
Government to institutionalize human rights progress.
 
Stbscautial improvement has been seen in the Soviet human
 
rights record in areas such as emigration, political prisoners
 
and psychiatric abuse.
 

Initial developments after the coup suggest the potential
 
for further human rights gains. A key reformist, Vadim
 
Bakatin, was named to head the KGB, and the USSR Congress of
 
Peoples' Deputies approved a declaration September 5 explicitly
 
enumerating the rights of individuals.
 

In this environment, OPIC insurance and finance programs,
 
along with technical economic assistance, can serve as useful
 
tools to encourage the development of eme-ging private sector
 
enterprises and institutions, as well as :he normalization of
 
bilateral economic relations.
 



Dear Mr. Chairman:
 

Section 620(f)(2) of the Foreign Assistance Act of 1961, as
 
amended, authorizes the President to remove a Communist country
 
from ineligibility to receive assistance under the Foreign
 
Assistance Act if the President determines and reports to the
 
Congress that such action is important to the national interest
 
of the United States. The President's authority to make such
 
determinations has been delegated to the Secretary of State
 
pursuant to Section 1-201(a)(12) of Executive Order No. 12163
 
of September 29, 1979, as amended. On behalf of the Secretary
 
of State, we wish to advise that, pursuant to these
 
authorities, the Secretary of State has determined that it is
 
important to the national interest to remove the Soviet Union
 
from the application of Section 620(f). I enclose a copy of
 
the Secretary's determination and justification.
 

Sincerely,
 

Janet G. Mullins
 
Assistant Secretary
 
Legislative Affairs
 

Enclosures:
 
As stated.
 

The Honorable
 
Dante B. Fascell,
 

Chairman, Committee on Foreign Affairs,
 
House of Representatives.
 



Dear Mr. Chairman:
 

Section 620(f) of the Foreign Assistance Act of 1961, as
 
amended, authorizes the President to remove a Communist country

from ineligibility to receive assistance under 
the Fcreign

Assistance Act if the President determines and reports to the
 
Congress that such action is important to the national interest
 
of the United States. The President's authority to make such
 
determinations has been delegated to the Secretary of State
 
pursuant to Section 1-201(a)(12) of Executive Order No. 12163
 
of September 29, 1979, as amended. 
On behalf of the Secretary

of State, we wish to advise that, pursuant to these
 
authorities, the Secretary of State has determined that 
it is
 
important to the national interest to remove the Soviet Union
 
from the application of Section 620(f). I enclose a copy of
 
the Secretary's determination and justification.
 

Sincerely,
 

Janet G. Mullins
 
Assistant Secretary
 
Legislative Affairs
 

Enclosures:
 
As stated.
 

The Honorable
 
Claiborne Pell,
 

Chairman, Committee on Foreign Relations,
 
United States Senate.
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AAMMLW~ INTERIM REORGANIZATION
 
jor p DELEGATION OF AUTHORITY NO. 10
 

TO: 	 Director of the Task Force for the
 

Newly Independent States of the Former 
Soviet Union
 

Associate Administrator for Operations
FROM: 


General Authorities
SUBJECT: 


Pursuant to my authority as Associate Administrator 
for
 

follows:
Operations, it is hereby ordered as 


A. With respect to all former republics of the Soviet 
Union
 

(except Latvia, Lithuania, and Estonia), there is delegated to
 

the Director of the Task Force for the Newly Independent States
 

of the Former Soviet Union all of the authorities 
delegated to me
 

from the Administrator.
 

B. Any individual designated by the Director of the 
Task
 

Task Force 	during the
 Force to be the acting Director of the 
is authorized to
 

&bsence of the Director of the Task Force 


functions delegated hereunder.
perform the 

C. All references in A.I.D. Handbooks, policy statements,
 

guidance cables, and requlations to Assistant 
Administrators
 

having responsibility for geographic 
regions shall be deemed to
 

include the Director of the Task Force.
 

The General 	Provisions of chapter 1 
of Handbook 5 apply,


D. 

unless provided otherwise in a specific 

delegation.
 

immediately.

This Delegation of Autheffective
E. 


Scott K. qpbangzgr
 

Associate Administrator
 
for Operations
 

Date: _ _ _ _ _ _30 


