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FOREWORD 

JUNE 12, 1969. 
This section-by-section analysis of the proposed Foreign Assistance 

Act of 1969 has been prepared by the Agency for International De
velopment for the use of the members of the Committee on Foreign 
Affairs and of the House of Representatives in its consideration of 
the proposed amendments to the Foreign Assistance Act of 1961, as 
amended. 
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SECTION-BY-SECTION ANALYSIS OF THE PROPOSED 
FOREIGN ASSISTANCE ACT OF 1969 

I. INTRODUCTION 

The proposed Foreign Assistance Act of 1969 (hereinafter referred 
to as the "bill") is an amendment to the Foreign Assistance Act of 
1961, as amended (hereinafter referred to as the "act"). The bill 
provides an ent.irely new part I of the act. This new part I contains 
the substanti,-e economic assistance provisions. The bill also contains 
certain amendments to part II and III of the act but does not com
pletely replace those two parts. The bill also provides certain ttmend
ments to other acts, which amendments are necessary for effective 
implementation of the new bill. 

The fo llowing table shows the authorization and appropria tion 
requests of the executive branch: 

A. ul ilol'ization ancl appl'op"iation )'equests for fiscal yeal' 1970 1 

P_\RT 1 
Ch, 2, dC\'clopmen t, assistance: 

Technical assistance, sec. 202 __ ___ __ ___ ___ __________ __ _ 
(1) WOl'dwidc ____ __ _____ _____ __ _____ ___________ _ 
(2) Alliance for Progress __ ____ ______ ____________ _ _ 
(3) l\Iultilateral orgilniziltions _____________________ _ 

Development loans, sec. 203 __ _______ _____ ___________ _ _ 
Alliance for Progress development loans, sec, 204 ________ _ 

$463, ) 20, 000 
( 224, ,i OO, 000 ) 
(116,000,000) 
(122,620,000) 
67,'), .iOO, 000 
437,500, 000 

\\ Total ch. 2 ____ __ ___ __ _____ ________________________ 1,576, 120,000 
Ch . 3, private dcvelopment assistance Amcrican schools and 

hospi tals abroad, sec, 304 (b) _____________________________ 12, 900, 000 

Ch, 4, mlli tilateral a nd regional organizations and programs: 
Indus Basin Development Fund, grants, sec 401(d)_______ 7,530,000 
Indus Basin De\'elopment Fund, loans, sec. 401(d)________ 2820,000 

Total ch . L_______________ __________ ______________ 8,350, 000 

Ch. ii, emergency and supporting assista.nce: 
Support ing assist nce, sec. 432___ ________ ______________ 514, 600,000 
Contingency fund, sec. 453_ ___ ___ _____ ________________ 40, 000,000 

Total eh. 5_ _ _ _ _ ___ _ ____ _ _ _ _ ____ __ __ __ __ __ _____ _ _ __ 5.')4,600, 000 

Totul economic assistance, pt. L _________ _____ ___ ____ 2,151,970,000 
O\'erseas Privat e Investment Corp., insurance and guarnntee 

reserves_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 3 75, 000, 000 

Total p t . L __________ ____ __ ______ ______ ____ __________ 2,226,970,000 

PART 2 
Ch, 2, military assistance, sec. 504________________ __________ 375,000,000 

See footnotes at end of table, p . 2. 
(1) 
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Authorization and a·ppropl·iation requesta tor fi8caZ year 19"101-Continued 

P.\RT 3 
Ch. 2, administrative provisions : 

Administrative expenses (AID), sec. 637(a)______________ $54,250,000 
Administrative expenses (State), sec. 637 (b)_____________ • 3, 800, 000 

------Total pt. 3_____ _ __ _ _ __ _ __ _ _ _ __ _ _ __ ___ _ _ _ _ ___ __ ___ _ _ 58, 050, 000 

Total pts. 1,2, and 3 _____ ______________ ____________ 2,660, 020,000 

I Tho bUl also requests an authorization for fiscal year 1971 appropriation for technical assistance in the 
following amounts: Worldwide __ ______ __ ______ ____________ • ______ __________________________________________ $260,000,000 

Alliance for Progross ________ ____ ___ ___ __ _____ • __________ _____ . _________________________ 130,000,000 
Multilateral organizations, sectlon___ _ ___ __ __ ___ ____ _____ __ ______________ ____________ ___ 140

1
000,000 

2 l'revlously authorized by section 302(b) of the present Foreign Assistance Act 01 1961, as amenaed . 
S Authorization for such amounts as arc necessary Is provided In sec. 325(1) 01 pt. I of the bll 
'l'erIUsncntly authorized In sec. 637(b) of the present act. 

II. PROVISIONS OF THE BILL 

Part 1- Economic assistance 

Section 1 of the bill deletes part I of the act in its entirety and 
substitutes a new part I as set forth in the bill. The following analysis 
refers to the new sections proyided for part I of the act. 

Pa.rt I 

CHAPTER 1-POLICY 
Section 101. P urpose 

This section sets forth the basicJHlrpose of the U.S. foreign assist
ance program in helping the less eveloped nations of the world to 
improve their own well-being and to establish conditions necessary 
for enduring world peace. This section rewrites, but draws on existing 
section 102 of the act. 
Section 102. Principles 

This provision, which is in part a condensation of parts of exist
ing section 102, sets forth 10 mandates governing foreign assistance 
programs under the act. These mandates form the basis of the three 
new themes of this bill, that is, increased emphasis on technical 
assistance, fuller utilization of private enterprise in development, 
and use, where practicable, of multilateral channels for assistance. 
These 10 mandates apply to all forms of assistance under the act 
and are to be used as guides in conceiving, planning, and implement
ing assistance programs. 

CHAPTER 2-DEYELOPlIEXT ASSISTANCE 

Section 201 . Assistance criteria 
This section enumerates the various criteria, 11 in number, which 

the President shall t ake into consideration in furnishing deyelop
ment assistance under chapter 2. Kone of the criteria in this section 
is completely new; they represent a consolidation, and in some in
stances an amplification of and readjustment of emphases among 
criteria found in several existing sections of the act, primarily, under 
sections 201, 207, 208, 211, and 251. 
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Section 202. Technical assistance 
Section 202 is the basic technical assistance authority, which can be used on either a grant or loan basis, although its most frequent use is expected to be through grants. Technical assistance as authorized in tlus section, is the same type of assistance as presently authorized by present section 211 under the heading of Technical Cooperation and Development Grants and for grant activities of the Alliance for Progress under present title VI. This assistance is authorized to promote the development of less developed friendly countries or areas, and also for multilateral orgalllzations and for theu· programs under section 401 (a). Contributions can be used to support the activities of such organizations in any country or area, since the work of such organizations in and of itself is important to U.S. objectives. This section covers most of the authorization previouslJ covered in present section 302(a) ~ the balance of wluch will now fall under section 452(b). The phrase "bilaterally or throuah regional, multilateral, or rrivate entities" means that assistance from any of the categories 0 technical assistance authorized by this section can be furnished either on a direct government-to-government basis or through multilateral agencies. The latter term usually, but not always, refers to international organizations which are worldwide in scope, for example the United Nations. An example of this is the financing with section 202 worldwide funds of Uluted Nations fellows from less developed countries as a means of assisting those less developed nations through a mutilateral entity. The section also permits assistance to be furnished tl ·ough prinl.te ol'gnniza iOI s such as the voluntary agencies, inlcuding international voluntary agencies. The authorization in tills section is for a 2-year period with an appropriation being sought for the first year only. In order to demonstrate the programmg distribution of funds authorized by tlus section, the general authorization is broken down into three categories, worldwide, Alliance for Progress, and multilateral orgaruzations, and necessary flexibility to insure efficient use of funds is provided by including a 10 percent redistribution authority, permitting readjustment of the three categories witilln the generul authorization as changing needs of the program may dictate. The final sentence of this section continues the same number of countries limitations on bilateral assistance distributed "Worldwide" that is found in the final sentence of present section 211 (a). As heretofore, countries receiving U.S. aid as pllrticipants in programs or projects orgllluzed or administered by international organizations or carried on on behalf of or jointly by a group of nations are not to be included in determining the number of countries subject to the various limitations on the number of countries to which assistance may be prodded. Bilaterlll assistance coyers projects nnd programs requestea by a single govenunent which proyide benefits for a single country and not to project,s or progrnms of a regional nn ture. 

Section 203. Development loans 
(n) This subsection is the genen l de,·elop nent loan l uthority similar to that found in present section 201 of the act. (b) This proyision sets forth the Stlme 10nn terms ns are presently found in section 201 (d) of the uct. It also proyide:, the st1me limitations 
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on waiver and transfer authorities currently found in section 201 (c) of 
the act. 

(c) This is a new provision which authorizes the use of development 
loan funds or other funds made available under part I to make grants 
to aid-recipients to defray the freight differentIal between U.S. and 
foreign-flag vessels on the transportation of loan-funded cargoes. The 
purpose of this section is to overcome the reluctance of foreign import.
ers to use U.S.-flag vessels, whether in compliance with the 50 percent 
requirement of section 901 (b) of the Merchant Marine Act of 1936 or 
for additional U.S.-flag shipping to carry AID loan-financed bulk: 
commodities (primarily fertilizer) because of the added cost. The 
grants authorized here would cover this difference between U.S. and 
foreign-flag freight costs and would relieve the importing country and 
the end user-the former in the case of fertilizer- of bearing this 
added cost. By its applicability to funds made available under this 
part and by the reference to section 203 found in subsection 204(b), 
this provision also covers Alliance for Progress loan funds under 
section 204. This subsection also serves to identify the fact that pay
ments under the 50- 50 shipping requirement of the diffelential be
tween U.S.-flag and foreign-flag vessels do not constitute assistance to 
a country but are in the nature of support for the U.S. maritime 
industry 

(d) This provision authorizes the President to establish an inter
agency Development Loan Committee. It is similar to that presently 
authorized in section 204 of the act except that the members of the 
proposed committee will not be required by statute to be appointed by 
the President, by and with the advice and consent of the Senate. It is 
anticipated that this committee will opero,te similarly to the Develop
ment Loo,n Staff Committee presently organized, which in practice 
acts for the present Development Loan Committee in most instances. 

(e) This section conto,ins the fiscal yeo,r 1970 o,p lroprio,tion au thori
zation. The final sentence continues the limit on the number of 
countries to which bilateral loans may be made under this section. 
Bilateral loans cover 100,ns made to or requested by a single govel1l
ment which provide benefits for a single country and not to loans of a 
regional nature. 

(f) This subsection is based on present section 203 and provides for 
0, revolving loan fund of the dollar proceeds from loans made under 
part I and, commencing in the fiscal year 1971, from loans made under 
the Mutual Security Act of 1954, as amended. Such dollar receipts 
continue to be subject to the requirement of section 117 of the Foreign 
Aid and Related Agencies Appropriation Act, 1964 of being reappro
priated. Receipts into the revolving fund may be used for additional 
development loans, Alliance loans and for payment of capital to the 
Overseas Private Investment Corporation under new section 322. 
Section 204-. Alliance jor Progress 

(a) This subsection is deriyed from present section 251 of the act , 
although the policy statement is condensed and many of the criteria 
for assistance under the Alliance have been incorporated into section 
201 which applies to all assistance furnished under cho,pter 2. This 
subsection also covers the use of the funds distributed to the Alliance 
for Progress under the technical assistance o,uthorizo,tion of new 
section 202. 

jharold
Rectangle



5 

(b) This provision is the development loan authorization for Latin 
America similar to that found in present section 252 of the act, and 
as in the act , is made expressly supplemental to funds otherwise avail
able for such purposes; that is, av8.ilable under the development loan 
anthorization of section 203. 

(c) This subsection is identical to present subsection 251(h) which 
requires Alliance loans be consistent with the findings and recom
mendations of the Inter-American Committee on the Alliance for 
PrOQ1'ess. 

(d) This subsection carries forward without substantive changes the 
authority of present section 224 of the act, relating to Latin America 
honsing guaranties, It also includes provisions derived from other sec
tions of present title III, chapter 2 of part I of the act which are 
aprlicable to this program. Finally, this subsection provides for resid
ua responsibilitities and obli~ations under housing guaranties pre
viously issued under authOrity no longer continued in the bill. 

(d) (1) TIns subsection is substantially the same aSJ)resent section 
224(a) of the act and provides for assistance in the evelopment of 
pilot housing projects, the development of institutions engaged in 
Alii nee for Progress pro~rams, the construction of lower income 
homes, and the mobilizatIOn of savings in Latin America for the 
purpose of improving housing conditions. 

(d) (2) TIns subsection is substantially the some as present section 
224 (b) of the act and authorizes the President to guarantee loan 
iuvestment in Latin American pilot housing projects, credi t institu
tions, lower income housing projects, housing projects which promote 
institutions important to the Alliance for Progress, and housing 
projects involving Latin American capital. 

(d) (3) TIns paragraph is derived from present section 224(c) of the 
net and continues available the existinO" authorized ceiling for Latin 
America housing guaranties. The second' proviso relating to fraud and 
misrepresentntion, has been rewritten to conform with n similar 
provision in the new section 327 (g) npplicable to guaranties issued by 
the Oversells Private Investment Corporation. The final proviso 
extends the Latin America housing guaranty program until June 30, 
1972, to mnintuin the customary 2-yenr ndvance authority necessary 
to fulfill commitments for projects now being planned. No increase in 
the authorized ceiling is requested, 

(d)(4) Paragraph (d)(4)(A) is substnntially the some IlS present 
section 222 (a) of the aet relating to fees for guaranty coverage. 
Pnragraph (d)(4)(B) is derived from present section 222(b) and pro
yides that fee income from Lntin Americn hqusing guurn.nties, together 
with $35 million in accumulated fees from presen t. title III guaranty 
programs, are available as a reserve to discharge liabilities under both 
Latin America housing gU!Lranties and housing guaranties previously 
issued for projects else,,·here. 

In addition, these funds will remain Iwailable, as before, for 
administrative and 0l)erating expenses of these housing guaranty pro
grams, subject to suc llimitl1tions as may be iml)osed in appropriation 
acts. (It is anticipated that commencing in fiscal year 1970, CLUTe t fee 
income will be sufficient for this purpose.) Such funds are also available, 
as before, to meet the cost of investigating ltnd adjusting claims. 

30-302- 09- 2 
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Expenditures for these pnrposes, which are necessary to mlnlnuze 
liabilities and maintain the value of assets which may be used to 
discharge liabilities, are not expected to create any substantial drn.in 
upon reserves otherwise available for paying claims. 

Paragraph (d)(4)(C) is derived from present section 222(d) of the 
act and provides for the discharge of liabilities under Latin America 
housing guaranties or other housing guaranties previously issued under 
present section 22Hb)(2)(A) of the act. Such liabilities are paid first 
out of available fee income, secondly out of the sale of assets acquired 
in connection with the guaranty program and finally out of appro
priated funds. The reference in present section 222(d) of the act to the 
proceeds from the sale of notes issued under the Mutual Security Act 
and the Economic Cooperation Act has been deleted since the proceeds 
from notes issued under borrowing authority authorized under those 
acts was eliminated by section 120 of the Foreign Assistance and Re
lated Agencies Appropriation Act, 1968 and additional borrm\ing 
authority is no longer available. 

Paragraph (d)(4)(D), is derived from present section 222(e) and 
l)rovides that Latin America housing guaranties and worldwide hous
mg guaranties previously issued under section 221(b)(2){A) of the act 
are backed by the full f[lith and credit of the U.S. Government. For 
consistency, this section has been rewritten to conform with the sinlilar 
provision applicable to insurance and guaranty programs of the 
Overseas Pl1vate Investment Corporation under new section 327(c). 

Paragraph (d)(4)(E), which is derived from present section 222(f), 
provides 0. continuing authorization for the appropriation of such 
funds us mtLY be necessary to carry out the purpose of subsection 
204(d). This provision is required for appropriations to meet liabilities 
for housing guaranty programs in the event there are insufficient 
reserves for this purpose. 

Paragraph (d){4)(f) is similar to present section 222(h) and estab
lishes the limits of the rate of interest which the AID Administrator 
must n.llow eligible investors on loan investments for Latin Americl1 
housing gnl1l'unties. The present provision has been slightly modified 
to make detlr that the rate of interest to be prescribed is 0. maximum 
rate .Thus, while AID \d ll normally aHo,,' eligible inYe8tors this rate 
if they insist on it , AID is permitted to write coverage for loans cnrry-
ing 0. lesser rn teo ~ 

Para.gmph (d)(4)(G) provides t.hat. housing guaranties previonsly 
committed, authorized or ontstanding under presen~ sections 221 (b) 
(2) (A) and 224 cont.jnue snbject to the prod sions of law originally 
npplicable to those ~ut1J·i\nties. Fees collected for such gnamnties nft er 
enactment of t.he bill will be available for the same purposes, specified 
in paragl"tl.ph (d)(4) (B), as fees collected under new gnaranties. This 
provision makes clear the continued validity of already outstanding 
housing guaranties for projects outside of Latin America. 
Section 205, R e8eal'ch and eraluation 

(0.) This provision allthorize'3 the President to use the technical 
assistance funds of section 202 to conduct research into the technical, 
economic, social, and political problems of development nnd to evo.l
unte the costs, terlmiques, nnd other factors deteImining the success 
or failure of deyelopment efforts. This anthorit.y is substantively similn.r 
to that presently found in sections 241 and 281(c) and is in addition 
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to the authority to conduct research on population problems under 
section 208 and the authority to engage in research as an integral 
part of country or regional programs. 

(b) This provision specifically authorizes a continuous evaluation 
of existing assistance programs, including the use in such evaluation 
of modern management teclmiques and equipment such as advanced 
computer systems. 
Section 206. Self-help fund 

TIns provision continues and expands upon the exception presently 
contained in the final sentence of present subsection 21l(a) and 
authorizes the use of technical assistance funds to support self-help 
projects in friendly, less developed countries or areas, notwithstanding 
the linlitations of section 202 on the number of countries to which 
bilateral technical assistance under that section may be furnished. The 
projects planned emphasize participation of local human and material 
resources and offer a means by wIllch the people can help themseh-es 
along the road of development. Under existing law this exception hn,s 
been commonly used to carry out self-help projects in African countries 
wIllch do not otherwise have bilateral programs. However, " 'itlnn the 
funding limitation of 1 percent of funds appropriated for the technicnl 
assistance cate~ory of worldwide distribution, the exception to the 
country limitatlOlls may be applied in any region. We anticipate that 
the annutll amount of self-help funds under this section will not aver
age more than $100,000 per country. 
Section 207. Popular participation 

T his section is essentinlly the some as that currently found in section 
281 of the act, now commonly referred to as title IX-Utilization of 
Democratic Institutions in Deyelopment. The research prodsion 
contained in present section 281 has been consolidated in section 205 
of the bill. 
Section 208. Population programs 

(a) This provision is essentially t 1e same as that currently found 
in the act in subsection 291(n) under title X-Programs Relating to 
Population Growth, and continues t Ie emphasis 01 snch programs 
found there. 

(b) This subsection is the some fiS subsection 291 (b) of the act .. 
(c) This subsection is the same as subsection 291 (c) of the act. 
(d) This subsection is essentially the same as sub.,ection 291 (d) of 

the act with a clarification expressly to authorize he building and 
staffing of maternal and child henlth centers where important to 
promote l)opulat~~n progrfi:ms. . 

(e) Tins Pl'O'TlSlOn contmues the present authol'lty to use funds 
made available under part I for purposes of population progrums tl lld 
adds a reference to foreign currenCIes. The President is enjoined to 
give priority to increasing such progrnms substantially and to en
courage the use of U,S.-owned or controlled foreign currencies for 
such programs. Present authority to use s teh funds on a loa 1 or grant 
basis is continued, 

CHAPTER 3-PRIVATE DEYELOP:\IEXT ASSISTAXCE 

TIlls chapter contains two titles, both concerned with the role of 
private enterprise nnd other prin lte nctivity in the deyelopment 
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process. Title I emphasizes the relationship of AID's assistance 
programs to the support of private enterprise development in less 
developed countries. I t also stresses the participation of the U.S. pri
vate sector in AID's development programs. Title II establishes the 
Overseas Private Investment Corp. as a new instrumentality com
plementing other assistance programs by encourapng and promoting 
U.S. private enterprise in contributing to the aevelopment of less 
deyeloped countries. 

Title I-Private enterprise assistance 

Section 301. Role oj private enterprise 
This section is a policy statement expressing congressional recogni

tion that the private sector in less developed countries constitutes an 
impor tant resource for advancing developmental goals and ensuring 
wide participation in the benefits of economic and social growth. The 
effectiveness of development assistance and the success of the develop
ment process depend in large measure upon the activity of the private 
sector in less developed countries. Therefore, the President is directed 
to give priority, in administering assistance programs, to private 
enterprise development in countries receiving assistance. The section 
identified relevant factors to be taken into account in de termining 
whether and to what extent AID should furnish development assist
ance to any country or area. 
Section 302. Oapital and technical assistance jor private enterprise 

derelopment 
This section requires that assistance programs emphasize projects 

and programs which support and encourage expansion of private enter
prise activity responsive to developmental needs. Technical and capital 
assistance, including boLh capital projects and import loans, should 
be coordinated with local self-help efforts and support the JJl"ivtlte 
sector, for example by upgrading manageIial abilities and in us trial 
skills. Such programs should be used to encourage self-help effor ts 
and economic policies which maximize the contribution of private 
enterprise to development objectives. 

This section also provides that AID's assistance programs under 
par t I should be coordinated with programs of the Overseas PIiYate 
I nvest nent Corporation and authorizes the use of the Corporation's 
facili ties in such programs to the extent desirable. AID oyerseas 
missions are authoIized to act on behalf of the Corporation, as may be 
agreed upon. Furthermore, the President is authorized to transfer 
development assistance funds made available under chapter 2 of partI 
to the Corporation for the administration of programs for which the 
Corporation has special competence. However, t e transferred funds 
would be used for the purposes for which originally authorized and re
mnin subject to the terms and conditions applicable to such Ilssistl1nce. 

Finally, this section retains the existing requirement that at least 
50 })ercent of development loan and Alliance loan funds be available 
for loans made to encourage economic development through private 
enterprise. 
Section 303. U.s. private enterprise participation 

(a) This subsection is derived from and combines in shortened 
form those provisions of presenL se('tion 601 of the net which empha-
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size utilization of u .S. privute enterprise in assistance progmmR, 
including nonprofit private organizations and privute trade channels. 
Oontinuing private relutionships between the United States and less 
developed countries are particularly encouraged as a means to en
hance the effectiveness of projects with which private American 
institutions are involved. 

(b) This subsection is basically derived from present section 602 of 
the act, concerning smull business participation in furnishing goods 
and services financed under the uct. Existing statutory authority for 
the Office of Small Business hus been deleted from the statute, on 
the basis that subordinate executive branch offices should not be 
established by statute ns this places un unnecessary limitation on 
executive brnnch flexibility. However, the Office will be continued as 
a matter of policy. Exis ting related smull business incentive programs 
remain ullchanged. 
Section 304. Snpport oj volll.nta'ry assistance 

(a) This section expresses congressional recognition of the uctivities 
of private American citizens and orgunizations which contribute to 
economic and social development in less developed countries. 

(b) This subsection is substuntially identical, although shortened 
in form, to present section 214, concerning American schools and 
hospitals abroad, and authorizes appropriation of $12,900,000 for these 
programs in fiscul year 1970. It eliminates the present unutilized refer
ence to libraries as well us the foreign currency authorization found 
in present section 214(d), since there is no fiscal year 1970 request for 
foreign currency uppropriations for these purposes. 

(c) This subsection is similar to present section 216, voluntary 
agencies. However, authority to finance voluntary agency shipments 
to points other than ports of entry, as may be necessary in cases such 
as the Nigerian disorders, has been clarified by eliminating reference 
to the points to which such shipments may be financed. Nevertheless, 
AID would continue, in the usual case, to finance such shipments only 
to ports of entry abroad or points of entry in the case of landlocked 
countries and, in such cases, would not finance port charges or costs 
of inland transportation. 

(d) This subsection is derived, in shortened form, from present 
section 601(b)(2). It refers to collecting and using information abou t 
private developmental activities and opportunities in connection 
,vith U.S. assistance programs. 
Section 305. Assi.~tance to U.S. educational and research institutions 

This section is substantially identical to present section 21l(d). It 
permits up to $10,000,000 of technical assistance funds to be used to 
make grants to American educational and research institutions to 
strengthen their capacity to develop and carry out programs con
cerned with the development of less developed countries. These grants 
differ from customary program-implementing contracts in that they 
are intended to develop oncampus competence in problems related 
to growth in the less developed countries and thus enable such insti
tutions to be better prepared to assist in meeting AID program 
requirements. 
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Title II-Oversea8 l)r irate ime8tment corporation 

Section 321. C1'eation, p1l'rp08e, and policy 
This section establishes the O;-erseas Private Investment Corpora

t.ion (the "Corporation") as an il.gencyof the United States under the 
genel'lLl policy guidance of. the. Secretary of State or his designee. The 
purpose of the CorporatlOn 1S to promote and support the active 
participation of Americ!l11 prinlte enterpI'se in providing resources 
and tulents to help fur ther the economic and social development of 
less developed countries. Thus the Corporation's activi ties will com
plement the de,-elopment assis tance objective pursued through the 
AID program and other de,-elopmentol programs in which the United 
States participates. 

This section also specifies I)OliCY guidelines for the Corporation, 
recog lizing that it should o..pp y these guidelines under broad criteria 
appropriate to a government corporation interacting with private 
business actidty and involved ill foreign economic development. 

As an inslit Ition committed to t.be importance of well-conceived 
prinLte business initiative in the developmental process, the Corpora
tion should conduct its own operations in a businesslike manner 
consistent with its overfill purposes. Accordingly, in its financing of 
projects through loans or guarantees, the Corporation is expected to 
opern.te on a self-sustaining basis, although some ac tivities neces
sarily will itwoh-e higher and longer term risks than conventional 
financial institutions are willing to undertake. In deciding whether to 
assist in the fin ancing of a project. the Corporation will also consider 
the economic and financial soundness of the proposal and whether 
financing on reasonable terms is otherwise available for the project. 
The Corporation will emphasize private credit and investment and use 
its guar mtee program to mobilize private caI)ital resources, in prefer
ence to direct lIlvestment using its own capita funds. When feaSIble, it 
will sell i ts loan investments or par ticipations in its portfolio to private 
investors on appropriate terms. In line with sound practices, the. Cor
pOl'iLtion will manage its insurance programs on a basis which takes 
into account risk exposure as well as the objective of encoura~ing 
investment. To obtain the broadest possible participation of Amencan 
business, the Corporation will use the resources of small business, to 
the extent practicable and consistent with the Corporation's objec
tives, and encourage the participation of smoU business in the Corpora
tion's programs. 

In order to assure the maximum development benefits from private 
enterprise, the Corporation will encourage U.S. private investors in 
less developed countries to be sensitive and responsive to the special 
economic and sociol needs of such countries. The Corporation itself 
will make certain that host governments have no objection to activities 
carried out under Corporation support or sponsorship and will con
sider the extent to which such governments are receptive and provide 
a favortlble environment for private enterprise in the context of the 
developmental process. In connectioll with its programs, the Cor
porn,tion should also seek to foster private initiatl ve and competition 
and discourage monopolistic practices to further maximize the benefits 
the benefits of private enterprise. 

As an agency of the United States, the Corporation will further 
U.S. balance-of-payment objecth-es, to the extent possible within the 
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context of the Corporation's developmentul objectives, and act 
generally in ccord with the internationul trude, investment , and 
financial policies of the U.S. Go ,'ernment. The Corporation will co
ordinate its activities with AID and, within its field of competence, 
the Corporation will ad vise and assist as appropriate, other public 
and private a~encies and organizations, including AID, in the area of 
less developed country attitudes and policies on private investment. 
Section 322. Capital oj the Corporation 

This section establishes the capital of the Corporation at $100 
million to be paid in by the President of the United States. The 
President is authorized to use for this purpose funds derived from 
payment of principal and interest and other receipts under AID 
deyelopment loans and, commencing in fiscal year 1971, under loans 
made under the Mutual Security Act of 1954, as amended. Under 
the new section 203 (f) of the act, such receipts are authorized to be 
used both for AID development loans and for capitalization of the 
Corporation. T hus the capital fund of the Corporation will be derived 
from reflows from prior development loans which otherwise would 
be available for AID lending operations. 

The capital will be paid in five installments of $20 million each, 
the first installment upon creation of the Corporation with later in
stallments to be paid in each of the succeeding 4 fiscal years upon 
the call of the Corporation Board of Directors. An equivalent amount 
of capital stock in the Corporation will be issued to the Secretary of 
the Treasw'y upon each such payment.. 
Section 323. Organization and management 

This section provides for the board of directors, officers, and em
ployees of the Corporation. Since business judgment and the con
fidence of the business community are particularly important to the 
success of the Corporation, five members of the board, including the 
chairman, will be appointed from private life. In appointing the 
Corporation president, private business experience will be taken int'o 
account. 

Subsection (b) vests the powers of the Corporation in the board of 
directors. However, the board may delegate authority to Corporation 
officers, such as the President, who may then exercise corporate 
powers under authority of the board in accordance with the terms of 
such delegations. 

The board will consist of 11 members including the Pl'esident of 
the Corporation, and six may constitute a quorum. The Chairman of 
the Board will be appointed by the President of the United States 
from private life and will be coDfirmed by the Senate. The Chairman 
will serve at the pleasure of the Pl'esident, The President will also 
appoint, subject to Senate confirmation, fom' directors from private 
life for stag~ered terms of 3 years. The chairman and the foul' private 
directors ,VllI be compensated when actually employed at a rate 
equivalent to level IV of the Executive Schedule and will be entitled 
to per diem at the applicable rate when away from their homes or USll l I 
place of business. The remaining six directors, who will serve in tlw,t 
capacity without additional compensation, will be the President of 
the Corporation and five Government officials designated b)7 and 
serving at the pleasure of the P resident of the United States. The lat ter 
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officials will come from interested agencies of the Government as 
determined by the President. 

Subsection (c) provides for Presidential appointment, subject to 
Senate confirmation, of the Corporation President. The President, in 
making tIns appointment, will take into consideration the appointee's 
private business experience. The Corporation President will be the 
chief executive officer charged with the Corporation's management and 
operations under bylaws and policies established by the board and will 
be compensated at level III ($40,000 annually) of the Executive 
Schedule (see sec. 8(a) of part IV of the bill). 

Subsection (d) provides for other officers and employees of the 
Corporation, including an Executive Vice President appointed, subject 
to Senate confirmation, by the President of the United States. The 
Executive Vice President will be compensated at level IV ($38,000 
annually) of the Execu tive Schedule (see sec. 8 (b) of part IV of the bill). 
The Corporation may appoint other officers, employees, attorneys, 
and agents, including three vice presidents at level V ($36,000 annu
ally) of the Executive Schedule (see sec. 8(c) of part IV of the bill). 
Thir~y-five employees may be appointed, compensated or removed by 
the Corporation without regard to civil service requirements. Of this 
number, 15 may be compensated at rates higher than grade 15 of the 
general schedule but not in excess of the highest rate of grade 18. These 
positions are in addition to those otherwise authorized under this sec
tion or under provisions of title 5 of the United States Code relating to 
executive level and supergrade positions. This authority is requested 
to enable the Corporation to attract personnel, from private life as 
well as Government, with experience and stature in the fields of inter
national business and finance. Government employees appointed under' 
this authority will have reemployment rights, under regulations pre
scribed by the President, unless removed for cause. 
Section 324. Investment incentive programs 

This section sets forth the basic program authorities of the Corpora-
~~ , 

Subsection (a)(l) authorizes the issuance of investment insurance 
to eligible investors (as defined in section 328(c» covering risks re
lating to currency convertibility, expropriation or confiscation and 
war, revolution or insurrection. This authqr'ity is identical to the 
specific-risk guaranty authority contained in the present section 
221(b)(1) of the act. This program encourages investment by minimiz-. 
ing risks which particularly discourage otherwise interested investors 
from seeking opportunities in less developed countries. It will now 
be referred to as an insurance program since it compensates for 
loss from particular defined risks, which are related to potential 
political developments in less developed countries. Although the· 
availability of this program favorably effects private investment 
decisions, it differs from the investment guaranty program, discussed 
below, which serves as a financial mechanism for raising capital. 

Subsection (a) (2) is a new provision which addresses the problem 
of providing adequate investment insurance to protect U.S. investors 
in connection with projects in which there is mUltinational participa
tion. The Corporatlon is authorized to make arrangements for risk
sharing with other countries and multilateral organizations to pro
tect such enterprises with insurance against loss due to risks siniilar 
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to those specified in the previous subsection. Under such risk-sho.ring 
arro.ngements, the Corporo.tion would assume lio.bilities only to the 
extent tho.t eligible U.S. investors, o.s defined in section 328{c), o.re 
po.rticipo.ting in the insured enterprise. Under this o.uthority, the 
Corporation ca.n encourage other developed countries to sho.re in the 
task of promoting private enterprise o.nd co.n coopero.te with institu
tions in other countries, such o.s West Germany, which have insurance 
progro.ms similar to those of the Corporation. This authority also 
permits the Corporo.tion to cooperate in risk-sharing pro~rams which 
may develop under the aegis of multinational organiZo.tlOns. If snch 
programs are developed, the Corporation would be able to participate 
after appropriate consultation with the Treasury Depo.rtment and 
other interested executive bro.nch agencies. 

Subsection (b) authorizes the issuance of investment guaranties to 
eligible investors to assure against such risks as the Corpomtion may 
determine. This provision is derived from the extended risk guarl1nty 
authority in the present section 221 (b)(2) of the n.ct. It authorizes the 
Corporation to negoti!1te guo.l"!1uties covering 0. portion of the cl1pital 
requirements of important , commercially sound projects when sufficient 
private capital on s:1tisfactory terms and condItions would not other
wise be at tracted. This authority can thus be used to mobilize private 
co.pital in lieu of public funds for such projects. In particultU", it 
o.llows privo.te institutiono.l lenders, which are a mo.jor source of cn.pital 
for overseas development, to obtain the full guamnties they require 
if their capital resources are to be mo.de avalio.ble for purposes sup
ported by the Corporation. 

As under the existing extended risk gun.rullty program, the Corpora
tion mn.y guaranty all of 0. loan investment or up to 75 percent of an 
equity investment mo.de by an eligible U.S. investor, provided that the 
aggre~ate o.mount of such guo.ro.nties does not o.t the time of issunnce 
exceed. 75 percent of the total investment committed to the project . 
Whenever pro.ctieable the Corporation will seek to o.ssure that eligible 
U.S. investors pal ticipate in the project without Corporation guo.r
anties to the extent of one-third of the amount guaranteed by the 
Corporntion. T o give the necessary assurance to the guaranteed in
vestor that the guaranty is valid, the Corporation's determination of 
the total investment committed to the project is conclusive. 

Subsection (c) authorizes direct loan investments by the Corpora
tion. Such investments may include dollar loo.ns from the Corpora
tion's direct investment fund, repayable in dollars, or foreign currency 
loans. It is expected tho.t the Corporo.tion will o.dminister the Cooley 
loo.n progro.m o.uthorized under section 104(e) of the Agricultural 
Tro.de Development o.nd Assisto.nce Act of 1954, o.s amended (Public 
Law 480), which ~rogro.m ho.s previously been o.dministered by AID. 
In o.ddition, the Corporo.tion is authorized to use for loo.ns, without 
approprio.tion but subj ect to Bureo.u of the Budget ailoco.tion, foreign 
currencies which the Treo.sury determines to be excess to normal 
U.S. requirements. This provision, although 0. separate o.nd indepen
dent authority, complements the last proviso of Public Law 480, 
section 104, which mo.kes o.vailable, WIthout approprio.tion, excess 
currencies derived from P ublic Law 480 local currency sales for de
velopment purposes. Finally, it should be noted that since the Corpo
ration's loans will be extended to revenue-earning enterprises, the 

30-302-69-3 
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terms of such loans will be harder than those in AID's development 
loans. 

The Corporation is specifically precluded from purchasing or in vest
ing in stock in other corporations. It ma;v, however, accept convertible 
debentures as evidence of indebtedness In comlection with loans made 
under this authority. Such convertible debentllres can be sold by the 
Corporation but may not be conver ted to stock while held by the 
Corporation. 

N evertheles;:;, the Corporation III ay acquire stock through enforce
ment of liens or pledges Ot· to satisfy a previously con tmeted indebted
ness which would otherwise be in defau lt. Thus, the Corporation , in 
the administration of its loan progrnm can protect its interest by 
tuking stock if repayment prospects nnder a 10 lUi become jeopm·dized. 
I n this eonnection, the Corporation call pal't.ieipnte effectively us a 
creditor in corporate reorganizations and other pl'Oceedings should the 
Corporation's interest so dictate. Similarly, t.he Corpom t,ion 1llILY, in 
connection with pa.yments made Hnder insurnnce 0 1' glluntllty con
tracts, acquire stock ILS well as other rights as snbrogee of the reim
bursed inve~tor. These authorities m'e Rlmilar to those of t.he Export
I mport Bank and AID and allow the Corporation to protect its 
fi [Lncial interests ill cuse of lonn defaults or insll\'anee o· gllurnnty 
payments. 1n such cases, the Corpol'fttio ll will dispose of its stock 
mteres t n,s <;0011 as reasonably possible. 

Subsection (d) provides the Corporation with the authority to 
carry out a broad range of investment promotion act.ivities, u tilizing 
where appropriate, private organizations and investors. These, fLCtivi
ties, which may include incentive grants and other financing arrange
ments, are concerned with the identification, evaluation, and devel
opment of private investment opportunities. They will include 
preinvestment studies and other investigations at various stuges of 
project development. This subsection thus incorporates and expands 
upon programs previously carried out under the present sections 
231-233 of the act re ating to investment surveys and existing tech
nical assistance/development grunt authority. 

The investment survey program which the Corporation may 
implement under this provision is broader than previously authorized 
in the act in order to permit a more product i ve direction of the program 
toward new techniques which enable investors, at some risk, to find 
and develop projects best suited to their own c,tpabilities. As in the 
past, these techniques may include financia: partiCIpation which would 
be repayable to the Corporation if the investor went forward with the 
project. This program will be concentrated on important development 
projects such as agro-business ventures. T he Corporation will require 
appropriate financial participation by investors who would benefit 
from such assistance and suitu.ble reports if they decide not to carry 
out the project studied. 

The Cor{>oration will also provide facilities for identifying and 
publicizing mvestment opportunities which are particularly important 
III developmentnl terms for less developed counties. In so doing, the 
CorporatlOn will coordinate with related investment promotion activi
ties of the Commerce Department . 

Subsection (e) authorizes the Corporation to administer, with its 
r.greement, special private enterprise projects and programs relating 
to its objectives, for which purpose it can accept and use funds which 
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may be transferred to it. The Corporation might, for example, be 
asked to administer on behalf of AID, technical or capital assitl1nce 
programs relating to private enterprise or concerning institutions, such 
as intermediate credit institutions, closely related to private enterprise 
activities. AID funds, which may be transferred to the Corporation 
for this purpose under section 302, would be used in a.ccordance with 
the terms and conditions O"overning AID's use of such funds. 
Section 325. Issuing authority, direct investment fund and l'eserves 

Subsection (a) establishes the maximum cont.ingent liabilities which 
may be outstandi g at uny one time under investment insurance and 
investment guaranties issued after the effec ive date of the bill. The 
limitations are set at $7,500 million for insurance and $7,50 million 
for guaranties and are based upon estimated requirements for these 
programs through the end of fiscal year 1974. 

In the past, the authorized ceilings for these programs have been 
expressed in terms of total face o.mount of contracts issued, The 
ceilings are here expressed in terms of maximum contingent liability, 
which presents a more accurate portrayal of program levels and risk 
exposure. (Under the existing system; for example, the risk represented 
by a specific risk guaranty is overstated in terms of face amount, 
because face amount calcUlations do not take into account ovel'
lap.ping risks.) Maximum contingent liability will be calculated on the 
baSIS of timely payment of the insured amount by the Corporation in 
in the event of a claim. 

This subsection also includes a provision prohibiting the Corpora
tion from making investment guaranty commitments unless at the 
time of the commitment there exists not less than a 25-percent frac
tional reserve against such guo.ranties previously committed or then 
outstandin~ under the act. The subse ction also expressly identifies 
the possibility of congressional action to place limitations on the Cor
poration's investment insurance and investment guaranty programs in 
connection ,vith its annual review of the Corporation's budget program 
under the Government Corporation Control Act, as amended. F ino.l1y, 
both the investment insurance and the investment guaranty programs 
are authorized to continue until June 30,1974, by which time sufficient 
experience should gained for reassessment of the Corporation's pro
grams and for the submission of the Corporation's report on its 
possible future direction. (See section 331(b) of the new act.) 

Subsection (b) establis les a direct investment fund, to be held by 
the Corporation as a revolving fund, which will be available for loans 
authorized under section 324(c). It ",ill be initially funded by capit al 
paid in t o the Corporation under section 322. Repayments of such 
loan investments, or proceeds from their sale or the so.le of participa
tions in the loan portfolio of the Corporation, ,vill be returned to the 
fund. Additions to the fund may be made tmder section 326 by transfers 
from the income account of the Corporation. 

Subsection (c) provides for separate reserves for investment insur
ance (and previously issued specific risk O'uaranties) and investment 
guaranties (and previously issued extende~ risk guo.ranties other than 
housing guo.ranties). E ach reserve will remain available, respectively, 
to discharge liabilities under the insurance program and the guantnty 
program until liabilities payable out of each such reserve have been 
discharged or have expired or until the particular reserve account 
involved has been expended. 

jharold
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The reserves will be initially funded from two sources: (1) from 
existinO' reserves available under the o.ct n.s of the effective date of the 
new bili to discharge liabilities under o.ll guaranty programs previously 
administered by AID (except for $35 million retained as a reserve for 
housing guaranty programs which AID continues to administer and for 
amounts whicl1 o.re made aVllilable to the Corporation for initial 
opern,t ing funds pursuant to section 325(e» and (2) from an appropri
ation of $75 million which is sought for fiscal year 1970 under t.he 
au thorization provided in section 325(f) . The allocation of thesE' funds 
bet\yeen the t·wo separn,te reserves will be determined by the Board 
of Directors after consuHo.tion with the Secretary of the Treasury. 
Subsequent il.dditions to the r eserves may be made pursuant to section 
326 t.hrough transfers from the income account of the Corporation 
and through apnropriations. 

Subsection (d) provides tho.t investment insuro.nce liabilities and 
liabilities under similar predecessor specific risk guaranties are payo.ble 
only out of the separate insuro.nce reserve, after which such liabilities 
sh311 be paid from additional appropriated funds. This provision 
assures investors that the reserves toward which they look for prompt 
payment of claims will not be dissipated by claims arising under differ
ent programs. (Heretofore, specific risk ~uaranties, extended risk 
guaro.nties and housing guaranties have Deen backed by a single 
pooled reserve. ) 

Subsection (e) makes provision for the Corporation to obtain funds 
necessary to star t operations and carry out activities un til sufficient 
funds are available for this purpose from the income account estab
lished under section 326. Accordingly, the Corporation may issue a call 
against fees accumulated since D ecember 31, 1968, under predecessor 
guaranty authority, for initial operating purposes. T o the extent not 
needed for such purposes, fees accumulated during such period will be 
available for allocation by the Board of Directors to the Insurance 
and Guaranty Reserves. 

Subsection (f) provides an au thorization for such appropriations as 
may be necessary to replenish or incren.se the Corporation's reserves 
or guaranty obli~ations. T he sum of $75 million is being requested 
uuder this provislOn in fiscal year 1970 to add to other reserve avail
abilities for ini tial funding of reserves under section 325( c) . 
Section 326. Income and revenues 

T his sect.ion establishes an income account fnnded from revenues 
and income earned by the Corporation, including fees from insurance 
and guaranty programs, interest from loans, dividends and other 
receipts characterized I1S income. Such funds shall be available to carry 
out the Corporation's purposes, including the payment of all operating 
and administrative expenses incurred in conjunction with the Corpora
tion's activities. In addition, the Board of Directors may make 
allocations from this account to the Insurance or Guaranty R eserves, 
the Direct Investment Fund, or other funds or reserves which the 
Corporation may establish. T he Corporation will then pay to the U .S. 
Treasury dividends consisting of its net earnings after payment of 
expenses and allocations to reserves and other funds. 



17 

Section 327. General provisions relating to insurance and guaranty pro
grams 

This section is derived from provisions which have been applicable 
to the investment guaranty programs administered by AID under the 
present title III; chapter 2 of part I of the act. 

Under subsection (a) as under the present section 221, bilateral 
agreements between the United States and the governments of coun
tries where projects are located are required in order to carry out in
surance or guaranty programs in such countries. 

Subsection (b) is derived from the present section 221 (d) and re
quires that the Corporation determine that suitable arrangements exist 
for protecting its interest in connection with insurance and guaranty 
operations. 

Subsection (c) is similar to the present section 222(e) and provides 
that both existing and new guarantees and insurance are backed by 
the full faith and credit of the U.S. Government. The language has 
been changed, however, to reflect more closely the language used in the 
legal investment laws of States in which major institutional investors 
are located. 

Subsection (d), concerning fees for insurance and guaranty coverage 
is identical to present section 222 (a), except that the amounts of such 
fees will now be determined by the Corporation, rather than the 
President. 

Subsection (e) retains the 20-year limitation on coverage for equity 
investments which appears in the present section 221(c). 

Subsection (f) retains the provision in the present section 221 (c) 
limiting the coverage of an investment to the approved investment 
plus actually accrued earnings or profits. The word /I interest" has 
been added to the clause relating to earnings or profits to clarify the 
intent that the effective rate of interest provided for in a guaranteed 
loan is covered by the terms /I profits or earnings". 

Subsection (g) is derived from the second proviso of the present 
section 221 (b) (2) which prohibits payments under guaranties if los;;;es 
occur as a result of fraud or misrepresentation for which the investor 
is responsible. The language has been changed, however, to make clear 
that a loan investor, or holder in due course without knowledge, is not 
deemed responsible for fraud or misrepresentation of another investor 
involved in the project. This classification is necessary to improve 
the marketability of loan investments covered by investment guaran
ties. Improved marketability of such obligations can result in lower 
interest rates on private funds used to further the purposes of the 
Corporation. 

Subsection (h) is derived from and achieves the same purpose as 
the present section 221(e). It limits insurance or guaranty coverage 
of investment in foreign banks, finance companies or other credit 
institutions to the eligible investor's investment in such institutions. 
Such coverage will not extend to individual investments made by such 
institutions themselves. The test previously required for establishing 
a loss by the eligible investor (i.e. the institution in which the invest
ment was made becomes or is likely to become insolvent) has been 
eliminated. This test goes beyond steps necessary to achieve the pur
pose of the provision and has created difficult problems of interpreta
tion which have ca.used reluctance on the pa.rt of investors to mvest 
in these important institutions. 
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Subsection (i) is derh-ed from the present section 635 (i) and provides 
that compromise settlements or arbitrations awards pursuant to claims 
under insurance or guarn,uty operntions shall be final and conclush"e. 

Subsection (j) provides that guarnnty contracts executed in proper 
form by duly designated Corpomtion officials shall be conclusively 
deemed to be issued in compli llllce with the requirements of the act. 
A claimant would not, however, be protected if execution of the con
tract was induced by fraud or misrepresentation for which he was 
responsible. This provision is similar to a provision applicable to the 
supplemental mortgage insurance program aclmimstered by the 
Depar tment of Housing and Urban Affairs (See 12 U.S.C. 1706c). 
It will imp 'ove the marketability of loans guaranteed by the Corpora
tion, thereby favorably affecting interest rates. 

Subsection (k) is similar to present section 222(g) and requires the 
Corporation to consider, in issl ing insurance or guaranty contracts, 
the possible adverse effect of the dollar investment involved upon the 
balance of payments of the United States. 
Section 328. Definitions 

Subsection (a) defines the term "inyestment" as used in this title 
and is derived from the present section 223(a). The existing limitation 
of the definition to cover only leases or contracts which provide for 
payment after the end of the fiscal/ear in which insurance or a 
guaranty is issued has been eliminate as being unnecessary-. 

Subsection (b) defines the term "expropriation" and is denved from 
the present section 223 (b) . The wording has been altered to make 
clear that when, in appropriate circumstances, expropriation is more 
narrowly defined in insurance or gnaranty contracts than permitted 
under the statute, the contractual provisions control in the event of 
11 claim. 

Subsection (c) is derived from the present section 223(c) and defines 
"eligible investor" for purposes of the insurance and guaranty provi
sions of the act. Since it is impractical to obtain direct evidence of the 
citizenship of beneficial owners of publicly held corporations, deter
minations of eligibility will continue to be made by relying on record 
addresses or by applying other reasonable standards of indirect 
.evidence. 

Subsection (d) defines the term "predecessor guaranty authority," 
as used in tllls title, to mean guaranty authorities contained in the 
present title III, chapter 2 of part I of the act, and similar authorities 
m the Mutual Security Act of 1954, as amended, and the Economic 
Cooperation Act of 1948, as amended. The definition, however, 
excluded informational media ~u{\ranty authority which has been 
transferred to the U.S. InformatlOn Agency and also excludes housing 
guaranty authority which appear in the present section 221 (b) (2)(A) 
and the Latin American Honsing Guaranty authority which will be 
retained by AID pursuant to section 204 (d) , rather than transferred 
to the corporation. 
Section 329. General p1'ovisions and powers 

Subsection (a) provides that the Corporation's principal office 
shall be in the District of Cohmlbia althongh offices and staffs may 
be established elsewhere as necesso,ry or o,prropriate. The Corporation 
will be deemed a resident of the District 0 Columbia for purposes of 
venue in civil actions. 



19 

Subsection (b) provides authority for the President to transfer to 
the Corporation, when he so determines, all obligations, assets and 
related rights and responsibilities relating to previous guarunty and 
iIlYestment survey programs which are to be assumed by the Corpora
t ion under the new act. 'rhis will be done by Executiye order. Until 
t his transfer, AID will continue to administer these nssets and obli
gations and such progrums and activities, authorized to be carried 
out by the Corporation, as the President may determine. This will 
enable essential programs and activities which the Corporation will 
undertake to be administered by AID until the Corporation can 
commence operations. 

Subsection (c) proyides that the Corporation will be subject to 
applicable provisions of the Government Corporation Control Act and, 
accordingly, it will maintain accounts and submit budgets as required 
by that act. However, it will be able to hold its own income and its 
direct investment fund, and invest its income in TreastU"Y obligations 
as provided in subsection 329 (d) of this title. 

Subsection (d) provides those general corporate powers which 
are appropriate to the operations of a Government corporation can'y
iug out the purposes and activities specified in this title. Accordingly, 
the corporation is authorized to use a corporate seal; to sue and be 
sued; to establish bylaws; to deal with property; to invest its revenues 
in U.S. obligations; to pay dividendst.to indemnify directors, officers 
and others who act on ltS behalf, for liabilities and expenses incurred 
in connection with their duties; to require bonds and pay the premiums 
with respect to those acting on its oehalf (including those acting for 
the Corporation under section 302(b) of this chapter); to represent 
itself in legal and arbitration proceedin~s; to sell, negotiate and 
guarantee notes and other evidence of mdebtedness held by the 
Corporation (including participation certificates representing portions 
of such notes or evidences of indebtedness); to enter into contracts 
and agreements; to exercise the priority of U.S. Government in debt 
collection; to determine the character and necessity for its obligations 
and expenditures subject to laws specifically applicable to Government 
corporations; and to take such actions as may be appropriate to 
carry out its business. 
Section 330. Advisory Oouncil 

This section provides for the establishment of an Adv; sory Council, 
composed of representatives of the American business community, 
which will be available to consult with the Corporation's board and 
president. Members will not be compensated but may be reimbursed 
for expenses incurred. 

This Council, like the International Private Investment Advisory 
Council on Foreign Aid, established under present section 601(c), 
which recommended establishment of the Corporation, will serve as a 
link with the private business community. Through the Council, the 
Corporation can address this community regarding Corporation ob
jectives and seek advice on how to best achieye them. The Council is 
expected to serve an important role in obtaining business involvement 
in achieving these objectives. 
Section 331 . Reports to the Oongress 

Subsection (a) requires the Corporation to submit annually to 
the Congress a complete and detailed report of its operations. This 
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report will include material customarily submitted by Government 
corporations under section 104 of the Government Corporation Con
trol Act, but will include such further detail as may be deemed appro
priate by the executive branch or requested by the Congress. 

Subsection (b) requires the Corporation to submit to the Congress 
its analysis of the possibhity of transferring all or part of its activities 
to private U.S. citizens or entities. This report, which will be submitted 
no later than March 1, 1974, will contribute, on the basis of t.he Cor
poration's experience, toward an evaluation of the advisability and 
practicability of U.S. private enterprise undertaking a more direc t 
responsibility for financing and managing programs with which the 
Corporation is concerned. 

CHAPTER 4-MULTILATERAL AND REGIONAL ORGANIZATIONS AND 
PROGRAMS 

Section 401. General Authority 
(a) Subsection (a) (1) provides general authority for contributions 

to multilateral organizations and programs administered by them, 
using funds authorized to be appropriated under part 1. This provision 
is based largely upon present section 301 (a), except that there is no 
separately authorized appropriation for its implementation. In previous 
years the international organizations grant program was consolidated 
m one authorization, section 302 (a) , while in the new bill it is divided 
functionally, into three parts, technical assistance in section 202, 
supporting assistance in section 452(b), and Indus Basin grants in 
section 401(d). Multilateral use of supporting assistance funds are 
intended primarily for voluntary contributions for United Nations 
peacekeepmg forces, UNRWA and similar efforts. It is also intended 
that the contributions made under this provision will be used on a 
grant basis, although in appropriate circumstances loans may also be 
made. The authority qf this subsection is limited to voluntary contri
butions, as opposed to assessed contributions charged to Department. 
of State appropriations. 

Subsection (a) (2) is derived from present section 205. It authorizes 
the President to transfer to the named institutions up to 10 percent of" 
funds made available under chapter 2 for development assistance 
(development loans, technical assistance, and alliance loans). The 
eligible institutions, in addition to the International Bank for Reco 1-

struction and Development, the International Finance Corporation 
the International Development Association, and the Asian Develop
ment Bank, all of which are eligible under present section 205, include 
also the Inter-American Development Bank and the African Develop
ment Bank. Such transfers may be on either a loan or grant basis and 
may be used by the receiving institution on either a loan or grant basis. 
The subsection provides, as did its predecessor, that funds so trans
ferred to these organizations can be used by them under their own 
criteria and regulations, rather than under those governing bilateral 
U.S. assistance. 

(b) This subsection continues, with certain chan~es, the authority 
originally established for assistance to the Indus Basin project by 
present section 303 of the act, under which procedures of the IBRD, 
the project administrator, rather than U.S. procedures, regarding 
completion of plans and eost estimates and determinations of feasi-
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bility may be utilized ,,-ith respect to funds used for the Indus Basin 
program by or nnder the supervision of the IBRD. 

It also broadens the Indus authority to cover generally ])rojects 
which include AID funds, but which are managed by the IBRD or by 
other multilateral financial institutions. The difference between this 
authority and that contained in subsection 401( a)(2) is that in the 
latter section the U.S. funds are transferred directly to the multilateral 
institution and treated thenceforth as part of that institution's own 
funds, although to be used for agreed-upon purposes. In this section 
the funds are programed by the United States but are managed for 
this Government by the financial institution acting as the U.S. agent. 
An illustration of this procedure is the Nam Ngum project in the 
:Mekong Valley. In these cases, as in the Indus Basin program the 
President may utilize the procedures of these institutions, rather than 
U.S. Government procedures, with respect to plans, cost estimates, 
feasibility studies, Itnd contracts and contractor approvab, where he 
determines that such procedures adequately protect the interest of 
the United States. Particularly in multilaterally funded projects, i t 
may be desirable to apply the procedures and standards of the in ter
natiollal fin an 'ial instItution, on these particular matters, where they 
are found adequate, rather thlln to have to apply, in addition, a 
d uplicative set of official U.S. procedm'es. The list of re,-elant standards 
and procedures includes mention of procedlU'es on contracts and con
tractors to mnke clem' thnt such approvals are within the nmbit of the 
section. 

This subsection nlso continues the President's authority, in the 
elise of programs covered by this subsection, to waive compliance 
with the 50-50 shipping requirement of the Merchant M arine Act 
of 1936, and make compensltting allowances in other programs to 
the same or other Ul'eas, whenever the President determines that 
such shipping requirement would impede accomplishment of the 
progrum's purpose. So fnr, it hns not been necessary to utilize this 
authority. , 

(c) This provision continues present section 301(b). I t limits vol
untary contributions to the United Nntions Development Program 
to a maximum of 40 percent per year and directs t.he President to 
seek to assure that UNDP contributions under this act are not used 
for assistance to the Cast ro government in Cuba. 

(d) This subsection authorizes, in addition to other ftUlds which 
lllay be available, a specific appropriation for grants for I ndus Basin 
Development. Unappropriated balances of preyious authorizations 
for loans for Indus Basin Development also continue to be authorized 
to be appropriated. 

(e) Subsection (e) continues present section 301 (d), which provides 
that the Con ptroller Geneml must haye the right to audit funds 
contributed solely by the United States but administered by an inter
national organization. For this purpose, when there are other contrib
utors to a particular fund, AID funds are not considered subject 
to the GAO audit requirement of this subsection, even though they 
l~llLy be kept separately to enable compliance with such purposes as 
tIed procurement. 
Section 402. Regional programs 

This section, consolidating several provisions in the present act, 
encourages an emphasis on regional de,-el Hnent and regional insti-
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tutions in administering development assistance programs under the 
act. Such an emphasis c·an, in many cases, assist economic, socia], and 
political development. 
Section 403. Multilateral coordination oj de'/Jelopment programs 

This section consolidates existing directives to encourage maximum 
participation in developmept assistance by developed countries, and 
to assure multBateral coordination of development assistance pro
grams. The President is asked to consider the advantages of inte
grating U.S. assistance or assistance-related programs with programs 
of other donors or of multilateral organizations, in cases where 
judicious support from the United States, blended withJ)rograms of 
others, works to mutual advantage. U.S. participation in evelopment 
con30rtia, as for example in India, is also encouraged. 

CHAPTER 5-EMERGENCY AND SUPPORTING ASSISTA~CE 

Section 451. Disaster assistance 
This is a new section designed to give express authorization to famine 

and disaster relief and reconstruction and rehabilitation assistance 
presently being funushed under contingency fund authorization, for 
victims of famine or disasters. This new provision also expressly 
authorizes assistance in the preparation for, or prevention of, the 
effects of threat.ened famine or disasters, as for example, work to pre
vent the spread of desert locusts or disease epidemics. Disaster assist
ance is to be funded from any funds authorized to be approprill ted 
IInder part 1. No time limit is imposed on assistance in preparatIOn for, 
or prevention of, t.hreatened disasters, but the section does proyide a 
I-year limit, begin ling n,t the termination of the disast.er or famine, 
during which rellef or reconstruction or rehabilitation assistance may 
be furnished for the viet.ims of such famine or disaster. 
Section 452. Supporting assistance 

(a) This provision is essentially the same as that currently found in 
section 401 and authorizes the President to furrush assistance to or for 
friendly countries 01' areas and to orgaluzations and to bodies eligible to 
receive assistance under part 1. These categories include Uruted X a
tions peacekeeping alTangements and other similar international or 
regional bodies. 

(b) This subsection provides the authorizu.tion for supporting u.ssist
ance funds on an annual bu.sis and limited to not more than 12 coun
tries in any fiscal year. This u.uthority is basically the same as that 
contained In present section 401 except that the word "security" has 
been added u.t the end of the first sentence. This is to fu.cili tate use of 
supporting assistance funds for voluntary contributions to such inter
natIOnal peu.cekeeping forces as those established by the Uluted 
Nations. 
Section 45tj. Oontingency fund 

(a) Tlus llrovides nn u.uthori7.ation for a contingency fund similar to 
thu.t presently found in ~ection 451(n). 

(b) This provides a reporting requirement similar to that presently 
found in section 451 (b) . 



23 

Part 2- Milital'Y ass~tance 

Part 2 of the bill amends chapter 2 of part II of the act, which 
relates to military assistance. 
Section 2(a). General authority 

This section amends section 503 of the act., which relates to general 
authority. 

Paragraph (1) amends subsection (a) so us to provide that mili
tary assistance may be furnished on a barter basis as well as by loan 
or grant. It restores an authority ,yhich had been in existence from 
1961 through 1967 and which may be useful in facilitating the 
transition of countries from grant aid to sales. 

Paragraph (2) deletes the obsolete o.uthorization in subsection (b) 
for payment of the U.S. share of multilateral infrastructure programs. 
The funding of these payments was transferred in the fiscal year 1965 
to the Department of Defense budget and is separately authorized 
and appropriated as part of military construction. 

Paragraph (3) deletes subsection (c), which authorizes the use of 
military assistance funds for cost-sho.ring expenses of U.S. participa
tion in international military headquo.rters and related agencies. These 
costs are pro'posed to be funded in the Department of Defense budget, 
beginning WIth the fiscal year 1970. 

Paragraph (4) is a technical conforming amendment which renum
bers the remaining subsection of section 503. 
Section 2(b). Authorization 

This section amends section 504 of the act, which relates to 
authorization. 

Paragraph (1) deletes the obsolete authorization in subsection (a) 
for appropriations for fiscal year 1969 and substitutes in lieu thereof the 
authorization for appropriations for fiscal year 1970. 

Paragraph (2) amends the second proviso of section 504(a), which 
prohibits the furnishing of sophisticated weapons systems, such ~s 
missile systems and jet aircrnft for military purposes, to any under
developed country, unless the President determines t 10.t (,he furnishing 
of such weapon systems is important to the seclll'i y of the United 
States. The amendment excludes Greece, Turkey, the Republic of 
China, the Philippines and Koreo. from the purVlew of this proviso, 
thus conforming the scope of the proyiso to the similar limitation in 
section 4 of the Foreign Military Sales Act, whic.h also expressly does 
not apply to those countries. 

Paragraph (3) adds a new subsection (c), which enacts as perlUo.nent 
law the substance of the third proviso of the approprio.tions po.ragro.ph 
for military assisto.nce in the Foreign Assistance and Related Agencies 
Appropriation Act, 1969. The language has been modified to provide 
tho.t the military assist.ance program for any country in o.ny fiscal year 
shall not be increased beyond 20 percent of the amount justified to the 
Congress or $1 million, whichever is greater, unless the President 
determines that such increase is essential to the national interest of the 
United States and reports each such determination to t 1e Congress 
within 30 days. 
Section S(c). Special authority 

This section amends section 506(0.) of the act by renewing for an
other year the authority of the Pl'esident, when he determines it to be 
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vital to the security of the United States, to order defense articles from 
Department of Defense stocks and defense services to carry out the 
purposes of part II of the act, subject to subsequent reimbursement 
therefor from militarY.' assistance funds . .As in prior years, this authority 
is limited to $300 million in the fiscal year 1970, and prompt notice of 
action taken under this section is reqUIred to be given to the Congress. 
Section 2 (d) . Restrictions on military aid to Latin America 

This section amends section 507 of the act by deleting as redundant 
subsection (d), which provides that not to exceed $10 million of the 
funds made available for military assistance may be used to enable 
American Republics, directly or through regional defense arrange
ments, to strengthen patrol activities in their coastal waters for the 
purpose of preventing landin~s on their shores, by Communist or other 
subversive elements originatmg in Cuba, which threaten the security 
of such Republics and of their clearly constituted governments. Other 
provisions of the act provide ample authority to accomplish the pur
pose of this su bsection. 

Part 3-General, administrative and miscellaneous provisions 

CHAPTER 1-GENERAL PROVISIONS 

Section 3. This section of the bill contains amendments to existing 
part I II of the ac t. The amendments are as follows: 

Section 3(a) is a new proyision which encourages the use of State 
and local organizations within the United States in overseas develop
men efforts. It also provides for the coordinl1tion of the development 
activities of such orgltnizations, both those which are U.S. Govern
ment-financed and others operating on a voluntary basis or receiving 
contributions from private sources. This provision will become section 
601 of the Foreign Assist[1Jlce Act of 1961, as amended. Present section 
601 has been re\\Titten in sections 301,302, and 303(a). 

Subsection (b) deletes present section 602, as a similar provision is 
included in the bill in sections 303 (b) and (c). 

Subsections (c) and (d) conform references to existing provisions to 
the new section numbers provided under the bill. 

Subsection (e) exempts the Corporation's funds from the inter
account transfer ant.hority of section 610 since the Corporation is a 
separate agency having control of its own funds. This subsection also 
conforms section number references to new section numbers provided 
under the bill. 

Snbseetions (f) and (g) also conform section references to new sec
tio 1 numbers under the bill. 

Subsection (h) includes two amendments to section 620, the general 
provisions on prohibitions against furnishing assistl11 ceo The first 
amendment ndds to subsection 620(m), the prohibition agfiinst assist
ance to economically developed countries, an express aut,hority which 
permits the President to waive this prohibition when he determines 
the furnishing of such assistance to be important to the national 
security and reports the determination to the Congress. 

The second amendment consolidates find amends existing subsec
tions 620 (s) and (v). Section 620(s) requires the President to take into 
account, in furnishing development assistance, the percentage of a 
recipient country's budget devoted to military purposes and the degree 
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of its use of foreign exchange for military equipment purchases. The 
existing provision also prohibits assistance when a recipient country 
diverts assistance under the act or sales under Public Law 480 or its 
own resources to unnecessarY-· military expenditures to ft degree 
materially interfering with its development. The new section excludes 
from the provision's coverage technical assista.nce, since experience 
has shown that prohibitions against technical assistance provide little 
leverage for accomplishing the purposes of this section. It also deletes 
the reqlliremellt that assistance be prohibited in case of diversion of 
resources t.o military expenditures, since this is taken into consideru
tion in the decision whether to furnish assistance. 

The present subsection 620(v) requires a withholding of economic 
assistance equivalent to amounts spent by a recipient country for the 
purchase of sophisticated weapons systems. This provision is incorpo
rated, in part, in the new sectlOn 620(s) which requires the President, 
in furnishing development loans, Alliance loans or supporting assist
ance, to take into account the amount spent by recipients for sophisti
cated weapons systems. Existing subsection 620(v) has been deleted. 

CHAPTER 2- ADMINISTRATIVE PROVISIONS 

Section 4. This section amends certain administrative provisions in 
chapter 2 of part III of the act. In addition to a small number of sub
stantive changes, these amendments provide conforming references to 
the new sections of title I and exclude the Overseas Private I nvestment 
Corporation from certain provisions ilULppropriate to this new agency. 

Subsection 4(0) umends section 621 (b) of the act to exclude the 
Corporation from AID's regulations and procedures concerning eli~i
bility of suppliers to receive funds made available under the act. Tne 
Corporation, as a separate agency established by law, will estt1.blish 
its own regulations and procedures on this subject. 

Subsection 4(b)(l ) amends section 625(b) of the tw t t.o iJlCrease 
the number of administratively determined AID posi tions from 1,10 
to 120. or this llumbe' no more than 60 Illay be cOlUlJensaled at 
rates higher than GS- 15 levels bu t not in exc~s of the lighest rate 
of grade 18, as compared with 51 who may be so cOlllpensated uuder 
existing law. These additional positions will enable AID to stu'£l' fl. 

new technical assistance bureau in order to revibtlize nnd expand its 
activities in this area. It is expected that such positions in this new 
bureau will largely be used for high-level experts in yarious technicllJ 
assistance fields recruited from universities l1.nd research institutions 
for limited periods of service with AID. 

Tills amendment l1.1so makes clear that the administratively deter
mined positions provided for in this section are separate from those 
authorized for the Oversel s Private I nvestment Corporation in title 
II, chapter 3 of the new part I. 

Subsection 4(b) (2) adds a new subsection (k) to section 625 of the 
act to provide for participation of AID Foreign Service ReselTe 
Officers, staff and employees in the Foreign Service Retirement und 
Disability System, as follows: 

The new subsection (k) (1) provides that a Foreign Service Reserve 
offieer, or Foreign Service staff officer or employee, who is serving 
under an unlimited appointment pyrsuant to section 625(d) (2) of 
the act, shall become a participant in the Foreign Service Retirement 
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and Disability System and shall transfer his contribution from the 
dvil service or other retirement system under which he has been 
{lovered to the Foreign Service Retirement and Disability Fund. A 
Foreign Service staff officer or employee must have at least 10 
years of continuous service, exclusive of military service, in employ
ment pursuant to section 625(d) (2) of the act in order to become 
eligible for participation. 

This subsection provides that sections 571 and 636, as well as title 
VIII of the Foreign Service Act of 1946, as amended, shall apply to 
participants in the Foreign Service Retirement and Disability System. 
Section 571 continues a participant's coveruge under the system when
ever he might be assigned to positions not covered by the system, us 
for example, a Foreign Service Reserve officer appointed to a position 
as director or deputy director of a mission pursuant to section 631(b) 
of the act . Section 636 of the Foreign Service Act of 1946, as amended, 
would provide for voluntary retirement for a participant who has at
tained the age of 50 years and who has rendered 20 years of service. 
The reference to subsections 637 (b) and (d) of the Foreign Service Act 
of 1946, which relate, respectively, to seplll'ation for cause and to the 
refund of contributions or continuation in the retirement system for 
persons so separated, is to insure that a participant may have benefits 
in accordance with those subsections. Finally, this subsection provides 
that the selection-out authority contained in subsection 625(e) shall 
apply to AID participants rather than the selection-out authority 
contnined in the Foreign Service Act of 1946, as amended. 

The new subsection (k) (2) is a tra lsitiontl1 provision. It provides 
for the gradual retirement over n, 6-yelll' period of participants in the 
system who are above the mandn,tory retirement age at the time they 
become participants in the system. If these individurus remained under 
the ciyil service retirement system, they would not be mandatorily 
retired until age 70. In the Foreign Service, mandatory retirement is 
at age 60, as a general rule. This change in the retirement plans of 
these individuals should not be made without reasonable time for them 
to adjust to the new law. 

The interim schedule for the gradual transition to the Foreign 
Service retirement system provided in subsection (k) (2) is identical 
with the trl1nsition formula l1uthorized when the staff personnel of the 
State Department were trallsferred to the Foreign Service retirement 
system pursnant to the Foreign Service Act amendments of 1960. The 
trn.nsition schedule gh-es the ne'" participants a minimum of 3 years 
af ter enl1ctment of the ligislation before mandatory retirement. After 
expiration of the 3-yem' period, those participants who are age 65 or 
over " ill be mandl1torily retired. Each year thereafter, the mandatory 
retirement age "ill be reduced by 1 year until mandatory retirement 
at age 60 becomes efl'ecth-e. T hus, under the schedule contained in 
this subsection, i t will be 7 years before participl1nts "ill be man
da orily r rtired at age 60. Thi,; is regarded as a reasonl1ble J)ed od 
to t\ccomplish the shift from llltludatol'Y retirement at age 70 un el' the 
ch'il service system to age 60 under the Foreign Service sysLem. This 
schedule is also identical with the transition schedule provided for 
U.S. Information Agency Foreign Service information officers, 
Foreign Service ReselTe Imel stuff officers (I,nd employees in Public 
Law 90-494, enacted in 1968. 
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The new subsection (k) (3) is also a transitional provision similar to 
that provided when Foreign Service staff personnel of the State De
partment were brought under the Foreign Service retirement system 
111 1961, and is identical to 'the provision for USIA Foreign Service 
information officers, Foreign Service Reserve officers and staff officers 
find employees contained in Public Law 90-494. It provides that AID 
Foreign Service Reserve and staff officers and employees, who are age 
57 or over on the effective date of subsection (k) (1), will have an op
t,ion to retire voluntarily at any time before the date of their manda
tory retirement. Under the Foreign Service system, employees may 
retIre at age 50 or over with 20 years of service with the consent of the 
Secretary of State. When this legislative becomes effective, new par
t.ici lants, if they have less than 20 years service credit, would have 
no choice on their date of retirement, if subsection (k) (3) were not 
included, and would have to wait until they reach mandatory retire
ment age. This subsection gives those individuals who are age 57 or 
over with less than 20 years service an opportunity to retire volun
tarily before mandatory retirement age. This is a one-time provision 
which will assist the Agency and its older new participants to accom
plish the changeover to the Foreign Service retirement system in an 
orderly and equitable way. The subsection will help minimize the im
pnct and possible difficulties the chan~eover might otherwise cause by 
giving these older employees more fleXIbility in tinung their retirement 
from the Foreign Service. 

The new subsection (k)(4) provides that the President may, 
\yheneyer he deems it to be in the public interest, extend any partici
pant's service for a period not to exceed 5 years after the mandatory 
retirement date for such participant. This authority is conferred on the 
President in line with other authorities contained in the act similarly 
conferred on t.he President. It is anticipated that such a.uthority will 
be delegated to the AID Administrator. 

The new subsection (k) (5) provides that subsection (k) will be 
effective on the first day of the first month which begins more than 
one year after the date of enactment of the Forei~n Assistance Act of 
1969. Also, under this subsection (k)(5), an eligIble Foreign Service 
ReselTe officer or staff officer or employee may elect to become a 
participant before the mandatory reqlurement of subsection (k) 
becomes effective. 

Subsection 4(c) amends section 626(0.) of the act to provide that 
the compensation of experts and consultants employed under this 
proYision shall not exceed the highest per diem equivalent of a grade 
GS- 18 Govemment employee under the ~eneral schedule. This 
amendment replaces the fi"{ed maximum per diem rate (present $100) 
with a sliding rate in order to avoid the necessity of amendments each 
time Government salary levels are changed. At present salary levels, 
the maximum per diem compensation for such experts and consultants 
\yould be $116. 

Subsection 4(d) amends section 632(0.) of the act to exempt the 
Corporation's funds from the President's authority to allocate or 
tmllsfer funds made available under the act to any U.S. Government 
agency. The President will have authority to transfer funds to the 
Corporation pursuant to new section 302 and is authorized to use 
funds made available pursuant to new section 203(f) for capitalizing 
the Corporation, as provided in section 322 of the new act. Since the 
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Corporation's capital and other funds are made avo.ilo.ble directly to 
the Corporation under the terms of the bill, it is unnecessary to 
provide genero.l o.uthority to the President to o.llocate 01' tro.nsfel' t hese 
funds. 

Subsection 4(e) o.mends section 632(~) of the act to exclude the 
Corpomtion from the provision perrruttinO" any approprio.tions or 
accounts o.vo.ilo.ble under part I to be initially charged with expendi
tures pending approprio.te o.djustments by the end of the fiscal yeil,r. 
The Corporation's approprio.tions o.nd o.ccounts will be sepo.ro.te from 
those of AID o.nd this provision would be ino.pproprio.te us up plied to 
them. 

Subsection 4(f)(1) itmends sect.ion 634(0,) of the act to exclude the 
Corpol'o.tion from the annuo.l report of opero.tions under the o.ct 
made by the President. The o.nnuru. report of the Corporo.tion will be 
mo.de insteo.d under section 331. This o.mendment o.lso deletes specific 
reference to inclusion of informo.tion on the investment guo.runty 
progro.m which will be covered by the Corporo.tion's reports. I t also 
deletes reference to reports on progress under the freedom of no.viga
tion o.nd nondiscrimination declo.rations conto.ined in present section 
102 repealed by the bill. 

Subsection 4(f) (2) makes 0, conforming mnendment to section 634(b) 
of the uct by referring to section 203, the new development 10tl11 pro
vision, in lieu of the obsolete reference to the Development Loan F und , 
established under repealed section 201(a). 

Subsection 4(f) (3) updates and makes conforming amendment::, ill 
section 634(d) of the act . It prm'ides for presentation of fiscttl year 
1971 technicnl assislll11ce prograUJs to the Senate Commit.tee on 
Foreign R elations and the House Commit tee on Foreign Afft1.ir;:;, if 
they desire, even though this bill prod des an authoriy.o.tioll for fiscnl 
yeur 1971 technical assistance progl'i1llli':i as well as fi scal yeur 1970 
programs. A confor ming nrnendment is also mit e by changing i1 

reference to se,· tion 303, the previous provision referring to Indus 
Basin development, to section 401 (b), the new provision on tIllS subject . 

Section 4(g) of the bill 11m ends sect.ion 635(u) of the act, which 
reltttes to genero.l Iluthorities. This il.mendmellt complements the 
o.mendment made by section 2(a) of the bill to section 503(n) of the 
act l1uthorizing military assistance to be furnished on Il barter lh1sis . 
It provides that defense articles und commodities received by the 
U.S. Government in a bo.rter trnnsttCtion may be used to curry out 
the o.ct or may be trfl.l1sferred witholl t reimbursement to finy U.S. 
Govel'l1ment o.gellcy for stockpiling or other purposes. 

Section 4(h) mo.kes It conforming Itmendment in section 635(11) of 
the uct by changing tt reference from "titles II, V and VI (except de
velopment loans) of chapter 2 of po.rt I", which preyiously concerned 
teclllllco.l o.ssisto.nce and development reseo.rch, to "sect.ions 202 :m d 
205", the new provisions on these subjects. 

oection 4(i) makes conforming 1tl11elldments ill sections 636(c), (d) , 
(e) o.nd (f), of the act by changing references from "title I of chaptcr 
2 of po.rt I", whic·h prc':iou.-- y cOIl('erne . deye!op Jlleiif l onl\ ~ , to 
"seel.ion 20;: ", t.ll e Hew pl'o\'isiOIl Oil thii':i s llbject, und by chu l1gillg n 
reference fl'Ofil seetioll 212, whic'h pl'edously eoncerned the technical 
o.ssistance ull thorizntion, to section 2C2, the ne\\' proyision on th i:; 
subject. 
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Section 4(j) amends section 637(a) of the act to delete the obsol~te 
au thorization for AID's fiscal yeai' 1969 administrative expenses and 
provides 11 new authorization of $54,250,000 for AID's fiscal year 
1970 administrative expenses. 

CHAPTER 3-~USCELl..ANEOCS F-ROVlSiONS 

Section 5. This section amends section 643 of the act to make the 
:Stl vings provisions, \\"hieh ttpply to previous foreign assistance legisla
tion, similarly appli('able to provisions of the act repealed by this bill. 
As nmended, section 64:~ will continue in effect determinations, auth
orizations and other aetiolls taken under authority of provisions 
repealed by t.his bill. It also provides that compliance ;vi~h or satisfac
tion of eonditions as previously required under the Act shall constitute 
complillnce with 01' satisfaction of similar conditions of the act as 
tlmended by this bill. Fl1nds Illude available pursuant to provisions 
or hw,,- repealed by this bill, unless otherwise l)rovided by law, remain 
iwailable for their original purpose in MCOr( ance with provisions of 
law originally or clll'1'ently applicable to su('h (uuels. 

Part 4-AJnendments to other acts 

Section 6. This section amends certain provisions of title 5 of the 
United States Code, which relate to transfer 01' detail of Federal 
employees to international organizations. Subsections (a), (b), (c), 
Ilnd (d) amend four specified provisions of title 5, to extend the 
Iluthorized maximulll period of such services from 3 to 5 years. 
Experience with this program indicates that the present 3-year limit 
frequently terminates an employee's service at a time when his use
fulness in the organization is still growing. Many projects under the 
United Nations. Development program, for which the United States 
provides approximately 40 percent of the financing, are of 5 years 
duration and require project managers and experts for that period of 
time. Increasing the period allowable for such service would, therefore, 
increase the opportunity for Federal employees to make fuller and more 
lasting contributions to the work of the international organizations. 

Further, the proposed amendment provides that the President may, 
in special circumstances, extend the period of an employee's transfer 
to ~n international organization beyond 5 years up to a maximum of 
:3 additional years. The Congress is considering private relief legisla
tion to permit an employee of the Department of Commerce to serve 
for 6 years as director of the international radio consultative com
mittee of the International Telecommunication Union, a position of 
considerable importance to the United States. The International 
Atomic Energy Agency, in implementing the Nonproliferation 
Treaty, believes it highly desirable that safeguards inspectors serve 
for periods of up to 8 years because of the highly technical character 
of the work, the length of time required to train inspectors and the 
special value to the agency once they master their tasks. It is antic
ipated that other special situations of this type will arise where it 
would be in the national interest to approve an extended service. 
On the other hand, a limit in time must be established if a Federal 
employee is to retain his status as a civil servant and 8 years would 
appear to be reasonable for this purpose. 
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Subsection (e) which amends section 3582( a)( 1) of title 5, is pro
posed to avoid dual retirement coverage of employees transferring 
to international organizations. The staff regulations of the United 
Nations provide that an employee must make retirement contribu
tions to that organization. After 5 years service with the United 
Nations, a transferred Federal employee is entitled to an annuity at 
age 60. If, at the same time, he made contributions to a Federal 
retirement fll nd, he would be in the position of obtaining dual retire
ment credit for the same service. 

SuJ:>section (f) amends section 3582(a) (2) of title 5, which presently 
relates to the eligibility of an employee to continue participation in 
the Federal employee group life insurance program during the period 
of his transfer to an international organization. The amendment ex
tends the scope of this provision to permit an employee, during the 
period of transfer, to continue his participation in the employee health 
benefits program. 

Subsection (g) amends section 3582(d) of title 5, which provides 
for agency contributions to retirement and insurance pro~ams for 
Federal personnel who transfer to international organizatIOns. The 
amendment requires the releasing Federal Government agency to pay 
the "employer" share of contributions to the insurance and retirement 
programs so long as contributions are made by the employee. Under 
current authority such -eayments may be made by the releasmg agency, 
but, if not so made, t;he employee himself is obligated to pay the 
"employer" share if he wishes to retain Federal retirement and 
insurance coverage. 

Section 7. This section amends section 101 of the Government Cor
poration Control Act, as amended, (31 U.S.C. 846) to include the 
Overseas Private Investment Corp., established under this bill, in 
the list of Government corporations wholly owned by the U.S. Gov
ernment and subject to the Government Corporation Control Act. 
The Development Loan Fund is deleted from this list, since it is no 
longer a corporate entity. However, administration of the loan funds 
authorized under the act continue to be subject to obligational and 
accounting provisions applicable to Government corporations under 
section 635(g)(4) and (5) of the act. 

Section 8. This section amends provisions of title 5 of the United 
States Code that list Goyemment executive positions which call for 
compensation at executive schedule pay rates. The new positions 
include executive level officers of the Overseas PriYate Inyestment 
Corporation and a new position of Auditor-General for AID. 

The Corporation officials who will be compensated at executive 
salary levels will be the president, execntive yice-president and three 
vice presidents. The president will be compensated at level III 
($40,000 annually) of die executive schedule. This level is the same as 
that applicable to, among others, the President of the Export-Import 
Bank and the Deputy Administrator of AID and is commensurate 
with the responsibilities of this official and his expected background 
and experience. The executiye vice president, as the second ranking 
officer of the Corporation, will be compensated fit level IV ($38,000 
annually) of the executive schedule, the same level applicable to, 
among others, the First Vice President of the Export-Import Btlnk 
and Assistant Administrators of AID. Three vice presidents of the 
Corporations will be compensnted fit le,'el V ($36,000 annually) of 
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the executive sehedule, the same level n,pplicable to, among others,. 
the first Vice President of the Export-Import Bank and Assistant 
Administrators of AID. Three vice-presidents of the Corporations will 
be Compensated at level V ($36,000 annually) of the executive 
schedule, the same level now applicable to, among others, the General 
Counsel of AID. The three vice presidents will fill important opera
tionl1.l or staff positions as determined by the board of directors. They 
are expected to be experienced and qualified individuals who can deal 
effectively with their counterparts in pdvate financial and commercial 
institutions. For these reilsons, executive level status is appropriate 
for these positions. 

The (new position of Auditor-General for AID, to be established o.t 
level V ($36,000 annually) of the executive schedule, will enable AID 
to upgrade its efforts to strengthen its management practices and 
improve the conduct of its operations. By placing audit operations 
under a highlevel executive within the agency, who devotes full time 
to these responsibilities and who reports directly to the Administrator,. 
AID will be better equipped to assure proper administration of and 
control over its problem. 
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