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The purpose of this amendment is to revise the list of eligible
 
transactions to include the importation of raw materials, intermediate
 
goods, spare parts, agricultural inputs and capital goods from the U.S.
 
and Central Ainerican Common Market countries, excluding Nicaragua, and
 
including Panama, and petroleum from A.I.D. Geographic Code 941 countries
 
(all for the private sector) effective June 26, 1987, the date of the
 
PAAD. All term and conditions of the PAAD dated June 26 1987 remain in effect.
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The purpose of this program isto provide balance of payments assistance to support the
 
ecohomic stabilization of El Salvador during the first half of CY 1987. The program is
 
based on the Gov nent of El Salvador's (GOES) Revised Economic Program for 1987 which
 
addresses the major fiscal and monetary problems that face El Salvador, and should lead
 
to reduction in inflationary pressures as it is implemented.
 

Program funds will be deposited into a special ESF account or accounts in the.U.S. from
 
which payments for eligible foreign exchange transactions will be made. Eligible
 
transactions include the importation of raw materials, intermediate goods, spare parts,
 
agricultural inputs and capital goods from the U.S. and crude petroleum products and
 
derivatives from Mexico and Venezuela (all for the private sector). The funds will be
 
disbursed in one tranche. Upon disbursement of the dollars, an equivalent amount of
 
local currency will be deposited by the GOES in a separate Special Account in the Central
 
Bank of El Salvador to be used for mutually agreed upon development purposes consistent
 
with the Foreign Assistance Act, specifically Sections 103 through 106.
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3(A)2 - NONPROJECT ASSISTANCE CHECKLIST
 

The criteria listed in Part A are applicable

generally to FAA funds, and should be used
 
irrespective of the program's funding source.
 
In Part B a distinction is made between the
 
criteria applicable to Economic Support Fund
 
assistance and the criteria applicable to
 
Development Assistance. Selection of the
 
criteria will depend on the funding source for
 
the program.
 

CROSS REFERENCES: 	 IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED?
 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	FY 1987 Continuing Resolution Sec. 523:
 
FAA Sec. 634A. Describe how
 
authorization and appropriations Congress has been notified
 
committees of Senate and House have through the AIg FY 1987
 
been or will be notified concerning Gongressional Presentation.
 
the project.
 

2. 	FAA Sec. 611(a)(2). If further
 
legislative action is required within A legal opinion of the
 
recipient country, what is basis for GOES Assembly is' iquired.
 
reasonable expectation that such action No delay is expected. Prior
 
will be completed in time to permit El Salvador compliance is
 
orderly accomplisnment of purpose of the satisfactory.
 
assistance?
 

3. 	FAA Sec. 209. Is assistance more
 
efficiently and effectively provided
 
through regional or multilateral No.
 
organizations? If so. why is assistance
 
not so provided? Information and
 
conclusions on whether assistance will
 
encourage developing countries to
 
cooperate in regional development
 
programs.
 



4. 	FAA Sec. 601(a). Information and
 
conclusions on whether assistance will 

encourage efforts of the country to: 

(a) increase the flow of international 

trade; (b) foster private initiative and 

competition; (c) encourage development 

and use of cooperatives, credit unions, 

and savings and loan associations: 

(d) discourage monopolistic practices; 

(e) improve technical efficiency of
 
industry, agriculture, and commerce; and
 
(f) strengthen free labor unions.
 

5. 	FAA Sec. 601(b). Information and 

conclusions on how assistance will 

encourage U.S. private trade and 

investment abroad and encourage private 

U.S. participation in foreign assistance 

programs (including use of private trade 

channels and the services of U.S. private 

enterprise). 


6. 	FAA Secs. 612(b), 636(h): FY 1987 

Continuing Resolution Secs. 507, 509.
 
Describe steps taken to assure that, to
 
the maximum extent possible, foreign 

currencies owned by the U.S. are utilized 

in lieu of dollars to meet the cost of 

contractual and other services.
 

7. 	FAA Sec. 612(d). Does the U.S. own
 
excess foreign currency of the country 

and, if so, what arrangements have been
 
made for its release?
 

8. 	FAA Sec. 601(e). Will the assistance
 
utilize competitive selection procedures 

for the awarding of contracts° except
 
where applicable procurement rules allow
 
otherwise?
 

9. 	FAA 121(d). If assistance is being

furnished under the Sahel Development 

Program, has a determination been made
 
that the host government has an adequate
 
system for accounting for and controlling
 
receipt and expenditure of A.I.D. funds?
 

10. 	FY 1987 Continuinq Resolution Sec. 532.
 
Is disbursement of the assistance 

conditioned solely on the basis of the
 
policies of any multilateral institution?
 

Assistance will increase
 
international trade,
 
foster private initiative
 
and 	competition, and
 
imDrove the technical
 
efficiency of industry,
 
agriculture and
 
commerce.
 

The assistance is specific­
ally intended to expand
 
U.S. trade with El
 
Salvador and to enhance
 
U.S. private investment in
 
El Salvador as well as
 
improving marketing of
 
El Salvadoran products for
 

export to the U.S.
 

Agreements with GOES en­
courage use of local
 
currencies for local needs.
 

No.
 

Yes.
 

N/A
 

No.
 

Lfq
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. Nonproiect Criteria for Economic Support
 
Fund
 

a. FAA Sec. 531(a). Will this
 
assistance promote economic and political 

stability? To the maximum extent
 
feasible, is this assistance consistent
 
with the policy directions, purposes, and
 
programs of Part I of the FAA?
 

b. FAA Sec. 531(e). Will assistance
 
under this chapter be used for military 

or paramilitary activities?
 

c. FAA Sec. 531(d). Will ESF funds made
 
available for commodity import programs 

or other program assistance be used to
 
generate local currencies? If so, will
 
at least 50 percent of such local
 
currencies be available to support
 
activities consistent with the objectives
 
of FAA sections 103 through 106?
 

d. ISDCA of 1985 Sec. 205. Will ESF
 
funds made available for commodity 

import programs be used for the purchase
 
of agricultural commodities of United
 
States-origin? If so, what percentage of
 
the funds will be so used?
 

e. ISDCA of 1985 Sec. 801. If ESF funds
 
will be used to finance imports by an 

African country (under a commodity import
 
program or sector program), will the
 
agreement require that those imports be
 
used to meet long-term development needs
 
in those countries in accordance with the
 
following criteria?
 

(i) spare parts and other imports
 
shall be allocated on the basis of
 
evaluations, by A.I.D., of the
 
ability of likely recipients to use
 
such spare parts and imports in a
 
maximally productive, employment
 
ceneratinq. and cost-effective way;
 

Yes.
 

No.
 

Yes/Yes.
 

No.
 

N/A
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(ii) imports shall be coordinated
 
with investments in accordance with
 
the recipient country's plans for
 
promoting economic development.
 
A.I.D. shall assess such plans to
 
determine whether they will
 
effectively promote economic
 
development;
 

(iii) emphasis shall be placed on
 
imports for agricultural activities
 
which will expand agricultural
 
production, particularly activities
 
which expand production for export or
 
production to reduce reliance on
 
imported agricultural products;
 

(iv) emphasis shall also be placed
 
on a distribution of imports having a
 
broad development impact in terms of
 
economic sectors and geographic
 
regions;
 

(v) in order to maximize the
 
likelihood that the imports financed
 
by the United States under the ESF
 
chapter are in addition to imports
 
which would otherwise occur,
 
consideration shall be given to
 
historical patterns of foreign
 
exchange uses;
 

(vi)(A) 75 percent of the foreign
 
currencies generated by the sale of
 
such imports by the government of the
 
country shall be deposited in a
 
special account established by that
 
government and, except as provided in
 
subparagraph (B). shall be available
 
only for use in accordance with the
 
agreement for economic development
 
activities which are consistent with
 
the policy directions of section 102
 
of the FAA and which are the types of
 
activities for which assistance may
 
be provided under sections 103
 
through 106 of the FAA;
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(B) the agreement shall require that
 
the government of the country make
 
available to the United States
 
Government such portion of the amount
 
deposited in the special account as
 
may be determined by the President to
 
be necessary for requirements of the
 
United States Government.
 

f. ISDCA of 1985 Eac. 207. Will ESF 

funds be used to finance the construction
 
of, or the operation or maintenance of.
 
or the supplying of fuel for, a
 
nuclear facility? If so, has the
 
President certified that such country
 
(1) is a party to the Treaty on the
 
Non-Proliferation of Nuclear Weapons or
 
the Treaty for the Prohibition of Nuclear
 
Weapons in Latin American (the "Treaty of
 
Tlatelolco"), (2) cooperates fully
 
with the IAEA, and (3) pursues
 
nonproliferation policies consistent with
 
those of the United States?
 

g. FAA Sec. 609. If commodities are to
 
be granted so that sale proceeds will 

accrue to the recipient country, have
 
Special Account (counterpart)
 
arrangements been made?
 

h. FY 1987 Continuing Resolution. If 

assistance is in the form of a cash
 
transfer to any country which receives in
 
excess of a total of $5 million as cash
 
transfer assistance in the current fiscal
 
year: (a) are all such cash payments to
 
be maintained by the country in a
 
separate account and not to be commingled
 
with any other funds? (b) will all
 
local currences that may be generated
 
with funds provided as a cash transfer
 
to such a country also be deposited in a
 
special account to be used in accordance
 
with FAA Section 609 (which requires such
 
local currencies to be made available to
 
the U.S. governnent as the U.S.
 
determines necessary for the requirements
 
of the U.S. Government, and which
 
requires the remainder to be used for
 
programs agreed to by the U.S. Government
 
to carry out the purposes for which new
 
funds authorized by the FAA would
 
themselves be available)?
 

No.
 

N/A
 

Yes/Yes,
 



2. NonDroiect Criteria for Development 
Assistance 

a. FAA Secs. 102(a), 111, 113, 281(a). 
Extent to which activity will (a) N/A 
effectively involve the poor in development N 
by expanding access to economy at local 
levei, increasing labor-intensive productioL 
and the use of appropriate technology, 
spreading investment out from cities to 
small towns and rural areas, and insuring 
wide participation of the poor in the 
benefits of development on a sustained 
basis, using the appropriate U.S. 
institutions; (b) help develop cooperatives, 
especially by technical assistance, to 
assist rural and urban poor to help 
themselves toward better life, and otherwise 
encourage democratic private and local 
governmental institutions; (c) support the 
self-help efforts of developing countries: 
(d) promote the participation of women in 
the national economies of developing 
countries and the improvement of women's 
status; and (e) utilize and encourage 
regional cooperation by developing countries? 

b. FAA Secs. 103, 103A. 104, 105, 106, 
120-21. Is assistance being made available N/A 
(include only applicable paragraph which 
corresponds to source of funds used; if more 
than one fund source is used for assistance. 
include relevant paragraph for each fund 
source): 

(1) [103] for agriculture, rural 
development or nutrition; if so 
(a) extent to which activity is N/A'' 
specifically designed to increase 
productivity and income of rural poor; 
[103A] if for agricultural research, 
account shall be taken of the needs of 
small farmers, and extensive use of field 
testing to adapt basic research to local 
conditions shall be made; (b) extent to 
which assistance is used in coordination 
with efforts carried out under Sec. 104 
to help improve nutrition of the people 
of developing countries through 
encouragemeTnt of increased production of 
crops with greater nutritional value; 
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improvement of planning, research, and
 
education with respect to nutrition,
 
particularly with reference to improvement
 
and expanded use of indigenously produced
 
foodstuffs; and the undertaking of pilot or
 
demonstration programs explicitly addressing
 
the problem of malnutrition of poor and
 
vulnerable people; and (c) extent to which
 
activity increases national food security by
 
improving food policies and management and
 
by strengthening national food reserves,
 
with particular concern for the needs of the
 
pocr. through measures encouraging domestic
 
production, building national food reserves,
 
expanding available storage facilities,
 
reducing post harvest food losses, and
 
improving food distribution.
 

(2) [104] for population planning under
 
Sec. 104(b) or health under Sec. 104(c); if
 
so. extent to which activity emphasizes N/A
 
low-cost, integrated delivery systems for
 
health, nutrition and family planning for
 
the poorest people, with particular
 
attention to the needs of mothers and young
 
children, using paramedical and auxiliary
 
medical personnel, clinics and health posts,
 
commercial distribution systems, and other
 
modes of community outrearch.
 

(3) [105] for education, public

administration, or human resources
 
development; if so, (a) extent to which N/A
 
activity strengthens nonformal education.
 
makes formal education more relevant,
 
especially for rural families and urban
 
poor, and strengthens management capability

of institutions enabling the poor to
 
participate in development; and (b) extent
 
to which assistance provides advanced
 
education and training of people of
 
developing countries in such disciplines as
 
are required for planning and implementation
 
of public and private development activities.
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(4) [106] for technical assistance, energy,
 
research, reronstruction. and selected N/A
 
development problems; if so, extent activity
 
is:
 

(i)(a) concerned with data collection
 
and analysis, the training of skilled
 
personnel, research on and development
 
of suitable energy sources, and pilot
 
projects to test new methods of energy
 
production; and (b) facilitative of
 
research on and development and use of
 
small-scale, decentralized, renewable
 
energy sources for rural areas,
 
emphasizing development of energy
 
resources which are environmentally

acceptable and require minimum capital

investment;
 

(ii) concerned with technical
 
cooperation and development, especially
 
with U.S. private and voluntary, or
 
regional and international development,
 
organizations;
 

(iii) research into, and evaluation
 
of, economic development processes and
 
techniques:
 

(iv) reconstruction after natural or
 
manmade disaster and programs of
 
disaster preparedness;
 

(v) for special development problems,
 
and to enable proper utilization of
 
infrastructure and related projects
 
funded with earlier U.S. assistance;
 

(vi) for urban development, especially
 
small, labor-intensive enterprises,
 
marketing systems for small producers,
 
and financial or other institutions to
 
help urban poor participate in economic
 
and social development.
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(5) (120-21J for the Sahelian region; if
 
so, (a) extent to whiich there is
 
international coordination in planning
 
and impleme:iZation: participation and
 
support by African countries and
 
organizations in determining development
 
priorities; and a long-term, multi-donor
 
development plan which calls for
 
equitable burden-sharing with other
 
donors; (b) has a determination been made
 
that the host government has an adequate
 
system for accounting for and controlling
 
receipt and expenditure of projects funds
 
(dollars or local currency generated
 
therefrom)?
 

c. FAA Sec. 107. Is special emphasis placed
 
on use of appropriate technology (defined as N/A
 
relatively smaller, cost-saving, labor using

technologies that are generally most
 
appropriate for the small farms, small
 
businesses, and small incomes of the poor)?
 

d. FAA Sec. 281(b). Describe extent to
 
which the activity recognizes the particular N/A
 
needs, desires, and capacities of the people
 
of the country; utilizes the country's
 
intellectual resources to encourage
 
institutional development; and supports
 
civic education and training in skills
 
required for effective participation in
 
governmental and political processes
 
essential to self-government.
 

e. FAA Sec. 101(a). Does the activity give,.,,

reasonable promise of contributing to the N/A
 
development of economic resources, or to the
 
increase of productive capacities and
 
self-sustaining economic growth?
 


