92d Congress
1st S s3'0 COMMITTEE PRINT

SECTIO -BY-SECTION A ALYS S
OF HE PROPOSED

INTERNAT O AL D VELOPMENT AND HUMANI
TARIAN ASSISTA CE ACT F 1971

PREPARED BY THE

EXECUTIVE BRANCH

APRIL 22, 1971

U.S. GOVERNMENT PRINTING OFFICE
59-465 ‘WASHINGTON : 1971


jharold
Rectangle

jharold
Rectangle

jharold
Rectangle

jharold
Rectangle

jharold
Rectangle

jharold
Rectangle

jharold
Rectangle

jharold
Rectangle

jharold
Rectangle


COMMITTER ON FOREIGN AFFAIRS
THOMAS E. MORGAN, Pennsylvania, Chairman

CLEMENT J. ZABLOCKI, Wisconsin WILLIAM S. MAILLIARD, California
WAYNE L. HAYS, Ohio PETER H. B. FRELINGHUYSEN, New Jersey
L. H. FOUNTAIN, North Carolina WILLIAM 8. BROOMFIELD, Michigan
DANTE B. FASCELL, Florida J.IRVING WHALLEY, Pennsylvania
CHARLES C. DIGGS, Jr., Michigan H. R. GROSS, Iowa

CORNELIUS E. GALLAGHER, New Jersey EDWARD J. DERWINSKI, Illinois
ROBERT N. C. NIX, Pennsylvania F. BRADFORD MO RBSE, Massachusetts
JOHN 8. MONAGAN, Connecticut VERNON W. THOMSON, Wisconsin
DONALD M. FRASER, Minnesota JAMES G. FULTON, Pennsylvania
BENJAMIN 8. ROSENTHAL, New York PAVUL FINDLEY, Illinols

JOHN C. CULVER, Iowa JOHN BUCHANAN, Alabama

LEE H. HAMILTON, Indiana SHERMAN P. LLOYD, Utah
ABRAHAM KAZEN, Jr., Texas J. HERBERT BURKE, Florida
LESTER L. WOLFF, New York SEYMOUR HALPERN, New York
JONATHAN B. BINGHAM, New York GUY VANDER JAQT, Michigan

GUS YATRON, Pennsylvania ROBERT H. STEELE, Connecticut
ROY A. TAYLOR, North Carolina PIERRE S. pu PONT, Delaware

JOHN W. DAVIS, Georgla
MORGAN F. MURPHY, Illinois
RONALD V. DELLUMS, California

RoY J. BULLOCK, Staff Adwminisirator
)

A


jharold
Rectangle


FOREWORD

APrIL 22, 1971.
This section-by-section analysis of the proposed International
Development and Humanitarian Assistance Act of 1971 has been
prepared by the Executive Branch for the use of the members of the
Committee on Foreign Affairs and of the House of Representatives in
their consideration of the proposed foreign assistance legislation.

(I1IT)
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SECTION-BY-SECTION ANALYSIS OF THE PROPOSED INTERNA-
TIONAL DEVELOPMENT AND HUMANITARIAN ASSISTANCE
ACT OF 1971

I. INTRODUCTION

The proposed International Development and Humanitarian As-
sistance Act of 1971 (hereinafter referred to as the “bill”’) provides a
comprehensive program of development assistance through technical
cooperation, development lending, housing guaranties and voluntary
contributions to international organizations and programs. It also
provides for a coordinated program of humanitarian assistance and
contains necessary general and administrative provisions to implement
the various assistance authorities. Authorities are also provided to the
President for the establishment of separate new organizations to carry
out the various programs with increased efficiency. This bill repeals
authorities for development assistance (other than those for the Over-
scas Private Investment Corporation) presently contained in the For-
eign Assistance Act of 1961, as amended (hereinafter referred to as
the “FAA”).

The following table shows the authorization requests of the execu-
tive branch under the proposed bill:

Technical Cooperation and Assistance:
Authorization request for July 1, 1971 through June 30,
1974 e $1, 275, 000, 000
American Schools and Hospitals Abroad:
Authorization request for July 1, 1971 through June 30,
197410 od s D _sgnge ke o il S i st il Lk 35, 000, Q00
Development Lending:
Authorization request for July 1, 1971 through June 30,

197400 L T ST R 2 il e ehhimite  Tw BRI Y 1, 500, 000, 000
Borrowing authority authorization request for July 1, 1971
through June 30, 1974 ____ __ . ___ o e_.. 1, 000, 000, 000
Housing Guaranties:
Guaranty authority increase request for fiscal year 1972__ 100, 000, 000
International Organizations and Programs:
Authorization request for fiscal year 1972___ . _ .. ... _... 141, 000, 000
Indus Basin Development Loans:
Authorization request for use beginning in fiscal year 1972__ 33, 000, 000
Indus Basin Development Grants:
Authorization request for use beginning in fiscal year 1972__ 72, 000, 000
ITumanitarian Assistance:
Authorization request_...__ Funds as necessary to carry out such programs.

(1)
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II. PROVISIONS OF THE BILL
PART I
(C'uaprer 1-—Poricy

Section 101. Statement of policy

This section provides a statement of new development policy for
the world of the 1970’s, reflecting the U.S. interest in international
cooperation for development. The statement recognizes that a basic
goa\ of this country is to improve economic and social conditions in all
developing countries of the world, primarily through the efforts of the
developing nations themselves assisted by the technology and resources
of the more developed nations. The statement sets forth SIX basic
principles on which development assistance is to be provided and
which form the basis on which this revised program of development,
assistance will be furnished. These principles apply to all forms of
development assistance under the bill and are to be used us guides in
conceiving, planning and implementing such assistance programs.

CHAPTER 2—DEVELOPMENT ASSISTANCE
TITLE I—TECHNICAL COOPERATION

This title contains authority for the President to establish a program
of technical cooperation with other nations. It anticipates the creation
of a new government agency, probably to be named the United States
International Development Institute, to implement the new technical
cooperation and assistance authorities of this title. The Institute will
be headed by a board of trustees. It will concentrate on a limited
number of key problem arveas in which the United States has a capac-
ity to respond and will focus on those problems which are of greatest
concern to recipient countries. This authority will provide the conti-
nuity and stability of a long-range development effort which is vitally
neeessary for a suceessful program.

Section 201. Statement of purpose

This section provides a statement of purpose for the furnishing of
programs of technical cooperation and assistance to friendly develop-
mg countries. The section outlines four principal means by which
programs of technical cooperation and assistance will be implemented
and which form the basis for the new approach to this type of assist-
ance, In addition the section places special emphasis on the role of
family planning programs in the development process.

Section 202. Operating principles

This section contains the five operating principles to bo used as
gllli(l('s in furnishing technical cooperation und assistance under this
title.

(2)



Section 203. General authorities

(1) This subsection provides the basic technical assistance authority
and is similar to that provided by FAA scction 211. The assistance
authorized to be furnished under this subsection is to promote the
development of friendly developing countries and areas, as that tern is
defined in section 410 of the bill. Such assistance may be furnished
cither on a bilateral basis or through “regional, multilateral or private
entitics.” The term “multilateral”’ usually refers to international
organizations which are worldwide in seope, as for example, the United
Nations and its specialized agencies. Thus, assistance for the benefit
of developing countries can be furnished under this section through
the United Nations and its specialized agencies and may take any
form which is designed to promote the development of developing
countries, including, where appropriate for this purpose, the subsidiz-
ing (or “topping off”’) of salaries of personnel, either private citizens or
public officials, serving with such international organizations or serving
with foreign governments.

"This subsection also permits any of the above assistance to be fur-
nished through regional organizations of less than worldwide scope
and through private organizations, both profit and nonprofit, in-
cluding indigenous organizations and voluntary agencies, including
multinational voluntary agencies. While most of the programs funded
under this authority will be for technical assistance, the authority
would also permit the making of local currency capital assistance
grants and limited dollar capital grants where such are a necessary
clement of a technical assistance project.

This subsection also authorizes the conduet of research into critical
developtent problems to facilitate the application of seience and
techinology to development efforts. This may include assistance to
the research and planning cfforts of the developing countries them-
selves. The subsection also requires continuous evaluation of past and
current development activities to increase their effectiveness and au-
thorizes assistance to U.S. research and educational institutions to
strengthen their capacities to curry out development programs. This
latter authority is similar to that now contained in FAA section
211(d).

(b) This subsection authorizes a program of reimbursable technical
services and commodities. It authorizes a program in which the United
States locates and makes available techuical services and commodities
to other countries, to international and regional organizations and to
private agencies within or without the United States. Recipient
conntries arce not limited to those meeting the definition of friendly
developing countries and areas contained in section 410, since services
and commodities are provided here only on a reimbursable basis. Such
services and commodities may be provided from ecither private or
public sources, including agencies of the U.S. Government or State or
local governments. Payment for services rendered by the public
agencies or for commodities furnished by them can be either on an
advance of funds basis or through reimbursement, which may be
credited to the current applicable account of the agency turnishing the
services or commodities, and may be continued available for the
purpose for which that account was originally established. The require-
ment for full reimbursement by the recipient government or orgaviza-
tion does not mean that it would be required to pay the administrative
costs of the U.S. agency locating the services and commodities.

59-665—71—2
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(c) This subsection authorizes an assistance program relating to
population growth. It is similar to that which has been provided under
title X of the FAA and underlines the importance attached to this
particular form of technical assistance.

Section 204. American schools and hospitals abroad

This section provides authority similar to that of FAA section 214
to furnish assistance to schools and hospitals abroad founded or
sponsored by U.S. citizens. The reference in FAA section 214 to
libraries has been deleted from this section as no assistance has ever
been given to libraries in the past and none is contemplated. The
kind of educational institutions which this section is designed to assist
are nonprofit, private institutions which either prepare graduates
for admission to United States universities or to universities which
provide training on patterns commonly found in United States
educational institutions. The hospital centers which would normally
receive assistance under this section are nonprofit, private institutions
operated primarily as teaching and research facilities rather than
those primarily for care and treatment of the sick and injured. Such
institutions must be founded, operated or financially supported by
United States citizens. Assistance under this section may be furnished
to such schools and hospital centers in countries which do not
meet the definition of ‘“friendly devecloping countries” contained in
section 410.

Section 206. Authorization

(a) This subsection authorizes the appropriation of $1,275 million
for programs under this title, other than for American schools and
hospitals abroad, during a 3-year period, such funds to remain avail-
able until expended. Within the 3-year period no specific authorization
is made for any one particular year. The funds authorized to be
appropriated include not only program funds but also funds for
administrative costs necessary to carry out the authorized programs.

(b) This subsection authorizes an appropriation of up to $35 million
during a 3-year period for assistance to American schools and hospitals
abroad, as authorized by section 204.

TITLE II—DEVELOPMENT LENDING

This title provides the basic authority to make loans for economic
development.

This bill contemplates the creation of a government corporation
subject to the provisions of the Government (%orporation Control Act
to carry out development lending programs. This Corporation,
probably to be named the United States International Development
Corporation, will conduct its operations in a business-like manner.

Section 206. Statement of purpose

This Folicy statement sets forth the basic principles regarding U.S.
bilateral development lending. In particular, this section expresses the
policy of the United States to support multilateral institutions because
of their constructive role in the development process and to extend
bilateral lending where it contributes to that process. It expresses the
conviction that U.S. bilateral lending should be conducted on a
businesslike basis.
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In addition, this section states the policy considerations which the
President shall take into account in determining whether to lend in a
particular country. The first of these is essentially a restatement of the
principles expressed in FAA section 620(e). In particular, it requires
that the President take into account whether a country has expro-
priated property owned by any U.S. citizen or by any corporation,
partnership or_association which is at least 50 percent beneficially
owned by any U.S. citizen or citizens. The second consideration refers
to whether a country is taking appropriate steps to prevent narcotic
drugs which are either grown or processed within that country from
entering the United States illegally. This provision reflects the exccu-
tive branch’s serious concern with the problem of narcotics which are
grown or processed in certain countries and illegally imported into the
United States. The third consideration is concerned with the extent
to which a country is diverting its economic development resources
to military expenditures, including those for sophisticated weapons
systems. This amendment is similar in purpose to FAA scction 620(s)
and to former section 120(a) of the Foreign Assistance and Related
Programs Appropriation Act, 1970.

Section 207. Operating principles

This section contains the seven operating principles to guide the
President in determining whether to make loans under this title and in
determining the terms and conditions of such loans.

Section 208. General authorities

(8) Development loans.—This subsection provides basic authority for
the President to make development loans. Authority to set all terms
and conditions of these loans is left to the President, except that the
statute requires that loans must be repayable in U.S. dollars and
that at least 1 percent per annum interest be charged on any loan. It
is intended, however, that in exercising this authority, the President
as a rule will not make loans for longer than 40 years and will not grant
more than a 10-year-grace period. Furthermore, the interest rates
and other terms of loans will vary depending on the financial ability
of the borrowing country. However, the bill does require the President
to take into account the cost of borrowed funds, the economic cir-
cumstances of the borrower, and other relevant factors in determining
the interest rate and other terms and conditions of the loan.

(b) Technical services.—This subsection authorizes the President to
furnish limited technical assistance grants when such technical assist-
ance is directly related to lending which may be or is being undertaken
by the President. The purposes of such technical assistance will be
the identification of or preparation for loan proposals, feasibility
studies, technical training for personnel serving on capital projects
financed by loans, and other technical services closely related to lend-
ingd under this title including project implementation and’ sector
studies.

(c) Shipping differentials.—This provision, like a similar provision
passed by the House of Representatives in 1969, permits the President
to make grants to loan recipients to pay the differential in cost be-
tween shipping of commodities on U.S. and foreign flag vessels. Sec-
tion 901 (E) of the Merchant Marine Act of 1936 requires that at
least 50 percent of U.S.-financed commodities be shipped on U.S.-
ownerd commercial vessels. The rates for U.S. vessels are frequently
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considerably in excess of those of forcign flag vessels. This subsection
would provide the recipient of a forcign assistance loan with grant
funds to pay the differential between the cost of shipping commodities
on a foreign flag vessel and on a U.S. flag vesscl, iustead of requiring
that the differential be paid with borrowed funds.

Section 209. Authorization

(@) This subsection authorizes the appropriation of $1.5 billion
during a 3-year period, which amonnt shall remain available until
expended. This subsection also provides that not more than $40 million
of these appropriated funds may be nsed to make grants to pay ship-
ping differentials authorized by section 208(c).

(b) This subscction anthorizes the availability of dollar repayments
of loans made under this bill, under the FAA and under predecessor
foreign assistance legislation. Presently, under FAA scetion 203, A.1.D.
only has available reflows from loans made under the FAA and loans
made under the Mutual Security Act of 1954. Reflows from loans made
under carlier aid programs accrue to the Treasury which this sub-
seetion will now make available for development lending. Section
410(b) lists the titles of the previous foreign assistance lauws under
which loans were made and from which the U.S. Government receives
repayment of loans. This subsection also provides that when repay-
ments of loans made under carlier legislation are made in local currency
rather than dollars, these local currencies may be sold by the U.S.
Treasury to government agencies for dollars, and dollar receipts
deposited in the revolving fund established by section 210.

(¢) This subsection authorizes the President, as provided in annual
appropriation acts, to borrow up to $1 billion either from the Treasury
or on the public market during a 3-year period. Any borrowing made
by the President would be backed by the full faith and credit of the
U.S. Government.

(d) This subsection contains the language normally employed in
legislution conferring agency borrowing authority. Public debt anthor-
ization cnables the Sceretary of the Treasury to purchase the obliga-
tions issued under section 209(c). The Secretary of the Treasury is
also authorized to sell any of these obligations.

Section 210. Revolving fund

(8) This subsection authorizes the creation of a revolving fund
which would be used by the President for making development loans,
for repayment of borrowings authorized by section 209(c), for making
grants for loan-related technical assistance under section 208(b) and
shipping differentials under section 208(c) and for financing operating
and adminisirative expenses under this title. The fund will have a
capital and an income account.

(b) This subsection provides for a capital account in the fund which
will contain—

(1) amounts appropriated for the purpose of carrying out this
title;

(2) the proceeds of borrowings made by the President under
this title;

(3) the principal repayments of loans made by the President
under this title and the principal repayments of dollar-repayable
loans made under carlier foreign assistance lending programs:
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and, in addition, to the extent that the interest and principal of
loans made under predecessor foreign assistance legislation are
repayable in local currency rather than dollars and such loeal cur-
rency is sold by the Treasury for dollars as provided in section
209(b), the dollar proceeds of such sales;

(4) if loans or other obligations made wnder this bill or ad-
ministered by the President under this title are sold, transferred
or rencegotiated, the proceeds of such sales, transfers or rene-
gotiations;

(5) undisbursed amounts previously appropriated for devel-
opment lending under the FAA; and

(6) amounts in the income account established by subsection
(¢) of this section which are transferred into the capital account
under subpart d(3) of this section.

(¢) This subsection establishes an income account within the revolv-
ing fund which would contain the interest payments on all loans made
under this bill and on dollar repayable loans made under predecessor
foreign assistance legislution as well as any other receipt, property, or
revenue received by the President to carry out this tit.}e inclhuding
transfers from other Government ageneies.

(d) This subsection sets forth the uses for which the accounts of the
fund may be expended.

Subparagraph (1) provides that the resources of the capital account
of the revolving fund may be used only for development lending, for
the repayment of the principal of borrowings made under the authority
of section 209(c), and for payment of shipping differential grants nnder
section 208(c).

Subparagraph (2) provides thut the income account of the revolving
fund may be used for the administrative and operating expenses of
the President under this title, for financing technical services grants
authorized by section 208(b), and for paying interest charges on the
borrowings made under section 208(c).

Subparagraph (3) provides that mcome and revenue which me
excess to the current needs of the President under this title may be
transferred from the income account of the revolving fund into the
capitul account.

(e) This subsection permits the President to invest borrowed funds
which are not immediately needed in either Government securities or
other obligations as the Scerctary of the Treasury deems appropriate.
The last sentence of this subsection, however, requirves the President
to repay money owed under this title to the U.S. Treasury before
making investments of funds other than funds borrowed from the U.S.
Treasury.

TITLE 1I-—HOUSING GUARANTIES

Section 211. GQuaranty anthority

(a) This subsection combines the worldwide housing guaranty
authority of FAA section 221 and the Lutin American housing guar-
anty authority of FAA section 222. Tt is expected that o U.S. Inter-
national Development Corporation which the President may establish
will administer this housing guaranty program. Like the FAA author-
ity, this section continues to emphasize the pacticipation of private
enterprise in furthering housing programs in “friendly developing
countries and areas.” This latter term is defined i section 410(a). The
term “‘eligible investor,” as used in this section, is defined in section
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410(¢). It will be the policy of the President in exercising the authority
of this title to guarantee loan investments at the lowest feasible rate
of interest.

(a)(1) This subpart is intended to continue in effect the authority to
guarantee all types of housing projects which could have been guar-
anteed under FAA sections 221 and 222, such as single and mu%tiple
family units, improvement of sites and provision of services without
actual construction of housing units, cooperatives, condominiums,
urban renewal of existing dwellings, and improvements such as sewers
and water supply. In addition, this subpart eliminates the requirements
presently in the FAA that guaranteed housing projects be private and
self-liquidating.

(2)(2) This subpart continues in effect the policy and authorities
of FAA scctions 221 and 222 as they affect investments in credit
institutions concerned with home mortgage financing in developing
countries. It continues the prior authority to guarantee investments
such as seed money for incipient or operating savings and loan or
mortgage banking institutions and by use of the term ‘“‘engaged
directly or indirectly in the financing of home mortgages” clarifies
the authority to guarantee investments which will assist the creation
of a secondary mortgage market and other procedures to increase the
availability of funds to overcome the typical housing shortage in de-
veloping countries.

(b) This subsection requires the President to charge a fee for
guaranties issued pursuant to this section. It is a continuation of the
identical requirement of FAA section 223(a).

(c) This subsection provides authority to amend, implement and
administer all housing guaranties which have been entered into since
the inception of the housing guaranty program. The reference to ‘“‘the
Foreign Assistance Act of 1961, as amended’”’ means all amendments
and a%'lngua,mnties issued under any and all versions of the FAA which
have been in effect since 1961.

(d) This subsection simply carries forward all existing hoysing
gouaranty authority ($710 million) glus the additional $100 million
Eroposed for the fiscal year 1972 budget. As distinctions between

ousing authorisies for different geographic areas have been elimi-
ntmtgdEi all of the unused authority is available for use wherever
needed.

Section 212. Authorization

This section authorizes the appropriation of amounts which may be
necessary to carry out the purposes of this title, such amounts as
appropriated to be available without fiscal year limitation. At the
present time, no appropriation request is contemplated since the fee
income earned by the program is sufficient to pay the administrative
and operating expenses, and amounts in the fund appear sufficient to
cover any presently pending claims.

Section 213. Revolving fund

This section is substantially the same as FAA section 223(b) relating
to creation of a fund from fees charged for guaranty coverage.

(a) The fund is to be made up of all fees generated by housing
guaranties issued under the bill, all fees generated by housing guaran-
ties in existence at the time this bill is enacted, a].f7 unexpended fees
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accumulated pursuant to FAA section 223(b), all funds realized from
the sale of assets acquired in connection with payments made by the
U.S. Government in discharging guaranty liabilities arising from this
bill or preexisting housing guaranties, and all funds appropriated
pursuant to section 212.

(b) The amounts in this revolving fund are to be available, without
fiscal year limitation, for housing guaranty administrative and operat-
ing expenses and are to be the only source of funds available under this
bill to pay housing guaranty claims.

Section 214. Full faith and credit

This section continues in effect the provisions of FAA section
223(d). It provides that all housing guaranties to be issued under
this bill, and all housing guaranties issued prior to the enactment of
this bill pursuant to the worldwide housing guaranty authority and
Latin American housing guaranty authority, are backed by the full
faith and credit of the U.S. Government. As in the case of section
211(c), the term ‘‘Foreign Assistance Act of 1961, as amended,”
means all amendments and all guaranties issued under any and all
revisions of the FAA which have been in effect since 1961.

Section 215. Arbitration

This section is a continuation of FAA section 635(i). It provides
for arbitration of disputes arising from housing guaranties in situations
where the parties to the dispute agree to arbitration. It further pro-
vides that payment made in discharge of a settlement or arbitration
award pursuant to this section shall be final, notwithstanding any
other provision of law. This section is identical to FAA section 635(1)
except that the latter section also covered investment guaranties
issued by OPIC and its predecessors. Since the OPIC authority is
now treated separately, this provision is restricted to housing guaranty
claims and disputes.

TITLE IV—INTERNATIONAL ORGANIZATIONS AND PROGRAMS

Section 216. Statement of purpose

This section sets forth the purpose for which voluntary contributions
are made to international organizations under this title. It emphasizes
U.S. support for the leadership role of international organizations in
the organization and conduct of development assistance programs.

Section 217. General authority

(a) This subsection provides the general authority to make volun-
tary grant contributions to international organizations and to pro-
grams administered by such organizations. This authority is similar to
that in FAA section 301(a). The authority of this subsection is limited
to voluntary contributions, as opposed to the assessed contributions
funded under the Department of State appropriation. This subsection
also provides authority to make grants and loans in support of the
Indus Basin Development Fund administered by the International
Bank for Reconstruction and Development, a continuation of similar
authority contained in FAA section 301(a). While it is intended that
general support grants for international organizations will be funded
under this authority, the President will be a,gble to use the authority of
section 203 to furnish technical assistance through or in conjunction
with such organizations in furtherance of the purposes of that section.
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(b) This provision continues the limitation of FAA section 301(h)
requiring that contributions to the United Nations Development
Program not exceed 40 percent of the total amount cousributed cach
yeuar to that organization. It ulso directs the President to seck assur-
ance that no U.S. contribution to the U.N.D.P. shall be used for
assistance projects to the Castro government of Cuba.

(¢) This subsection contiiies FAA section 310(d) authority which
provides that the Comptroller General must have the vight {o audit
funds contributed solely by the United States but administered by an
international organization. For this purpose, when there ure other
contributors to a particular fund, U.S. Government funds are not
considered subject to the GAO audit requirement of this subscction,
even though they may be held by the international organization sepa-
rately from other contributors to permit compliance with such specific
conditions as tied procurement.

Section 218. Authorization

(a) This subsection provides authorization for $141 million for
appropriations for voluntary contributions under section 217 (a).

(b)(1) This subsection authorizes appropriation of the bulance of
funds ($33 million) necessary to fulfill the U.S. loan commitment for
the Indus Basin Development Project. This loan commitment is
being appropriated in increments over a period of years as the needs
of the project require.

(b)(2) This subsection authorizes the appropriation of funds ($72
million) for grants for the Indus Basin development project. How-
ever, unlike the similar authorization of FAA section 302(b)(2), which
authorized only the annual appropriation of the amount intended to
be granted for a particular fiscal year, this authorization is for the
total amount needed to fulfill the U.S. grant commitment to the Indus
Basin development project. Appropriations, however, will still only
be sought on a year-to-year basis.

Section 219. Indus Basin development

This section continues the anthority provided by FAA section 303
with regard to the Indus Basin development project administered by
the International Bank for Reconstruction and Development. It per-
mits the Bank to use its own procedures rather than U.S. Govern-
ment procedures with respect to plans, cost estimates, feasibility
studies and contracts and contractor approvals. The section also
continues the President’s authority to waive compliance with the 50-
50 shipping requirements of the Merchant Marine Act of 1936 for
this program whenever the President detcrmines that such shipping
requirements would impede accomplishment of the project’s purpose,
without, however, retaining the provision for compensating adjust-
ments in other programs. So far, 1t has never been necessary for this
authority to be used.

CHAPTER 3—HUMANITARIAN ASSISTANCE

Section 301. Statement of purpose

This section sets forth the purposes of U.S. Government humani-
tarian assistance programs. It establishes a new system for coordina-
tion of disaster relief, famine relief, and humanitarian assistance to
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refugees and migrants and tiose progcams fostered by vo untary
azcncdies and internationl organizations relhited o humanitaiian
assistance. It 15 contemplated that t e hnmanitaria  assistance
authorized here will be coordin: ¢d by a new bureau in tiec Depar -
ment of State under the direction of an Assistant Secretary of State
pr vided for mn section 502(c).
S 1 on 302. Disaster and refugee 1elief

Ilis provision gives express autiorization to tle Presiden to
furtish famine and disaster relief, ree mstiwction and reha ilita ion
tssist: 0 e, and assistance for refugees and nigrants. Tlis provision
also expressly authorizes assistance in the preparation for, and pre-
vention of, tle effects of in - ner t threatened famines and cisasters.
This latter authori y, for example, will Hermit preveutive n easures
{o forstall such threats as the spread of dese: locnsts o diser se
epidemics. The s ction does provide a 1-ycar limit, beginning at the
{ermination of the disaster or famine, duiing which relief, re ‘onstruc-
tion or rehabilitation assistance may be furnished for the vi-tims of
fu nin » or disaster. This means t at funds for such -elief, reconstruc-
tion o1 rehabilitation assistance must be obligated within 1 year after
the end of th: famine or disaster. It is contemplated th:  disas w
relief, as authorized in this section, will be fur ded from t1 e President’s
Foriign Assistance Contingency Fund, :lthough approp ations
authorized in section 304 could also be used.

Seciior 303. Support of voluntary assistance

Tlis section continues the basic avthority to fiiance voluntary
agency shipments to foreign countries for relief and rehabilitatiom
purposes. It is similar to authority contained in FAA section 216,
except that the authority to finance such shipments to points other
thay ports of entry, as may be necessary in cases such as the vecent
Nigerian disorders, has been clarified by eliminating references to
thc »oil ts to which such shipments may be financed. Nevertheless
the U.S. Governme it wuld normally fina1r e such shipments only
to ports of entry abroad or points of entry in the case of lan | ocked
cou 1tiies and, i such cases, would not finance costs of inlawl rans-
portation. This section also contimies existing authority for the
Pre<idsnt to make arrangements with he receiving country for
free entry of such shipments and local governiier assumptio  of
the inland tiansportation ‘osts.
Sectim 304. Authorizacion

This s *ction authorizes the appropriation of such amounts as may
be necessary to fund the humanitarian activities authorized by 1is
chapter. The funds autho‘ized in this sectior wo1ill also inclule
thos» for the administra 've expenses necossaly to prov le uch
hum hitarian assistance.

PART 1I

( HAPTER 1—GENERAL AND ADMINI TRATIVE PROVI 10N>

Section 401. Personnel

(a This subsection contains gener: authority for the employment
of such personnel as the President deems necessary to carry out the
provis ons and purposes of the bill.
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(b) This subscction provides for executive-level administrators and
policymaking officials for the new development assistance programs.
There will be 15 such officers to be appointed by and with the advice
and consent of the Senate, one of whom shall be compensated at level
11 of the executive schedule, three at level ITI, seven at level IV, and
four at level V (5 U.S.C. 5313-16). The President may designate the
titles of these officials and may ulso provide for the order of succession
among those officials in the event of ubsence, death, resignation, or
disability of any one or more of such officials.

(¢) This provision provides that not more than 30 persons may he
appointed, compensated or removed without regard to the provisions
of any law. Of these, 15 may be paid more than the highest rate
provided for grade 15, but not in excess of that for grade 18 of the
general schedule established by scction 5332 of title 5, United States
Code. A proviso gives reemployment rights to persons appointed to
these positions excepted from Civil Service or Foreign Service rog-
ulations.

(d) In accordance with such regulations as the President may pro-
scribe, this subsection will provide personnel authority for the agen-
cles carrying out the purposes of this bill to use, among other au-
thorities, those of the Foreign Service Act.

(d)(1) This provision authorizes the use of the authorities of the
Foreign Service Act relating to Foreign Service Reserve officers,
Foreign Service Staff officers and employees and alien clerks und
employees. Section 15 of Public Law 90-494 is made inapplicable to
Foreign Service Reserve officers serving pursuani to this section.
Normally section 15 of Public Law 90-494 would require the termina-
tion of the appomiment of a Forcign Service Reserve officer after 5
years of service. The purpose of this exclusion is to permit Foreign
Service Reserve officers to serve for a second 5-year period of time.
After 10 years, such officers will either be converted to the category
of Foreign Service Rescrve officer with unlimited tenure or their
appointment will be terminated.

(d)(2) This provision authorizes the appointment of persons to the
category of Foreign Service Reserve officers with unlimited tenure as
originally established in Public Law 90-494. In order to be cligible
for such appointment, persons must have completed at least 3 vears
of continuous and satisfactory service under this bill, or in the Depart-
ment of State, the U.S. Information Agency or the Agency for
International Development. This paragraph also provides that Forcign
Service Reserve officers with unlimited tenure shall be subject to the
selection-out provisions of the Foreign Service Act. Severance benefits
for persons scparated under these provisions of law would be the
same as those provided for Foreign Service officers.

(e) This subsection provides that Foreign Service Reserve officers
with unlimited tenure, and those Foreign Service Staff officers uni
employees who have completed 10 years of continuous service as
such officers or employces, shall become participants in the Foreign
Service Retirement and Disability System. Contributions by these
participants to other Federal retirement systems would be transferred
to the Foreign Service Retirement and Disability Fund.

(f) This subsection authorizes the cmployment of experts, consnlt-
auts and organizations of experts and consultants in the new develop-
ment assistance program. It is based on FAA section 626. Individuals
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so employed may be compensated at rates 10t to exceed the per dicm
cquivalent of the rate for grade 18 of the general schedule established
by section 5332 of title 5 of the United States Code. Employment of
individuals under this subsection may be renewed without any time
limitations. 1t is further provided that service as an expert or con-
sultant is not to be consudered as employment for the purposes of
laws limiting reemployment of retired officers or employees or goveri-
ing the simultancous receipt of compensation and retirement pay or
annuities.

(2) This subscction permits the President to appoint or assicn u
U.S. citizen to be the U.S. representative to the Inter-Americin
Committee on the Alliance for Progress, usnally known by its Spanish
initials as “C.LA.P.” 1t also provides the compensation of the person
appointed or assigned and the power of the President to terminate
such assignment notwithstanding any other provision of law.

(h) This authorizes the appointment of any U.S. citizen to serve as
chairman of the Developinent Assistance Committee, or any successor
committee, of the Organization for Economic Cooperation and De-
velopment upon election to that position by members of thie Com-
mittee. The Development Assistance Committee is an important
forum in which the U.S. participates in coordinating the assistance
which the developed countries provide to developing countries. Such
person appointed as chairman serves at the diseretion of the President
and may be compensuted (together with allowances) at rates not to
exceed those nuthorized for o chiof of mission, elass 2 under the Foreign
Service Act of 1946, as amended. In addition, such person may receive
other perquisites as are available to a ¢hief of o mission under the
International Security Assistance Act of 1971.

Section 402. Detail and assignment of personnel

(a) This subsection is derived from FAA sections 627 and 628
and anthorizes the detail of U.S. Government personnel to positions
i foreign governments, foreign government agencies, and inter-
national or regional organizations, where such detail does not involve
the taking of an oath of allegiance or accepting compensation or other
benefits from such governments or oganizations. This subscction
makes it possible to place technical and other advisors in foreign
governments, including those receiving assistance under the develop-
ment assistance program, as well as in such international or regional
organizations as the United Nations specialized agencies, the African
Development Bank and others.

(b) This provision is derived from FAA section 630 and it ontlines
the terms under which personnel may be detailed or assigned to foreign
governments or agencies thereof, or international or regional organiza-
tions. This may be done with or without reimbursement, in whole or
in part. Reimbursements to the U.S. Government are made available
for the purposes of the bill. Such reimbursements may also be eredited
to the accounts of other agencies from which personnel are detailed.

Section 408. Status of personnel detailed

(a) This subsection provides that persons detailed to foreign govern-
ments or agencies thereof, or to international or regional organiza-
tions continue to be employees of the U.S. Government ageney from
which they are assigned, and are to be paid by the assigning agency-.
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(h) This subsection authorizes the payment, under Presidential
regulations, of representation allowances to such detailed personnel,
similar to those allowances made available under the Foreign Service
Act of 1946, as amended. The reference to section 5536 of title 5,
United States Code, is to assure that the authorization to pay al-
lowances in this subsection satisfies the requirements of section 5536
that such allowances be specifically authorized by law and that there
be an appropriation therefor.

Section 404. Ezercise of functions

(a) This subsection authorizes the President to estublish by Execu-
tive order the appropriate agencies, departments, officers, corporations
or other instrumentalities to carry out the purposes of this bill. Purtic-
ularly, the President is given authority to create a corporation or
corporations to carry out the purposes of this bill. The third sentence
of this subsection derives from FAA section 621(a). It enables him to
exercise authorized powers and perform developinent assistance func-
tions through any agency or officer who in turn is authorized to promul-
gate such rules and regulations as may be necessary to carry out those
powers. This subsection also provides that officers, agencies, or other
organizations performing functions under the bill may redelegute
successively the authority to perform such functions.

(b) This subsection authorizes the President to appoint members to a
hoard of directors of a corporation or a board of trustees of an institute
or agency created under subsection (a). It is expected that the U.S.
International Development Institute will be governed by a board!of
trastees and the U.S. International Development Corporation by a
board of directors. Membership on the boards may be drawn from
Government officinls, private citizens (with the advice and consent
of the Senate), or a combination thereof at the President’s discretion.
The second seutence of this subsection provides that private citizens
serving on the board may be compensated at a rate equivalent to that
established by level IV of the Executive Schedule for the actual time
they are engaged in performing their duties as board members.

(c) This subsection provides that the President will have the
authority to administer those loans and housing guavanties muce
under the FAA and predecessor foreign assistance legislation.

Section 405. General powers and provisions on use of funds

(a) This provision authorizes the President to establish offices in
the District of Columbia, elsewhere in the United States, o abroad,
as he may deem necessary to carry out functions under the bill.

(b) This subsection provides that any corporation which the Presi-
dent may establish to carry out the functions of this bill shall be subject
to the applicable provisions of the Government Corporation Conirol
Act (31 U.S.C. 841 ct seq.). Any such corporation is also authorized to
adopt and use a corporate seal and to sue or be sued in its corporate
name.

(¢) This subsection authorizes any agency, corporation, department,
officer, or other instrumentality carrying out functions under the biil
to exercise certain powers:

(1) This permits the acquisition nd disposal of any moneys
or property, real, personal or mixed, tangible or intangible, in the
performance of functions under the bill. Such property may be
acquired by purchase, lease, gift, devise, bequest ov otherwise.
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The property may be located hwithin the United States or abroud
including the District of Columbia, notwithstanding 40 U.S.C.
34. This also provides the basic leasing authority, whether short
or long term, and permits repaivs, alterations and improvements
of leased properties, notwithstanding 40 U.S.C. 278. 1t also
permits the acceptance of voluntary services which is otherwise
prohibited by 31 U.S.C. 665.

(2) This provision authorizes the issuance of letters of eredit
and letters of commitment—a normal authority under which
business-type operations are conducted.

(3) This provision permits the making of advance payments
in pursuance of the purposes of the bill. It authorizes agencies
performing functions under the bill to make and perform contracts,
grants, and other agreements with persons, corporations, organi-
zations, governments or agencies thercof, whether within or
without the United States, and with any international or ve-
gional organization. Such grants and agreements (except for
loans and housing guarantees) may extend, at any time, for a
period of 5 years.

(4) This provision assures that the priority of the U.S. Govern-
ment may be exercised in collecting debts from bankrupts,
insolvents, or decedents’ estates.

(56) This permits agencies performing functions under the bill
to determine the character of and the necessity for their obliga-
tions and expenditures, and the manner in which these will he
incurred, allowed and paid. A corporation performing functions
under the bill is subject to any provision ol law specifically ap-
plicable to government corporations with respect to those matters.

(6) This provision authorizes the exercise of residual powers in
performing functions under the bill, particularly by any govern-
ment corporation established under this bill.

(d) This subsection authorizes the President to collect, compromise,
amend or alter any obligations assigned to or held by any agency per-
forming functions under the bill. He mayv also refer any such obliga-
tions or rights to the Attorney General for snit or collection. This
subsection also provides that no loan recipient may be relieved of
linbility for the repayment of the principal of a loan made or
administered nnder the bill.

(e) This snbsection specifies, in considerable detail, some of the uses
to which funds made available under the bill may be put. While, as a
general matter, funds may be used for any necessary expense of carry-
Ing out programs under the bill, most of the provisions are included
because of specific requirements of other laws or Comptroller General
mlings, which require, or could be interpreted to require, express
statutory authorizations to use funds for these particular types of
expenses. Most such provisions are also found in FAA section 636 and
in predecessor legislation.

(e)(1) This authorizes the payment of expenses of attendance at
meetings concerned with the development assistance program, which
the provisions of 31 U.S.C. 551 and 31 U.S.C. 673 would otherwise
prohibit.

(e)(2) This permits contracting with individuals for personal
services abroad. This subsection also provides that such individnals
shall not be considered as Federal employees for the purpose of laws
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administered by the Civil Service Commission. This latter proviso is
directed to laws governing retirement, health, and life insurance.

(e)(3) This authorizes the purchase and hire of motor vehieles for
use abroad, and also for the official use of the heads of the agencies
or offices designated to carry out functions under this bill. In the latter
case, special provision is made for automobiles, which may be pur-
chased above the statutory price limitation, and may be used for
travel between residence and office.

(e)(4) This provision is included because of Comptroller General
rulings to the effect that express statutory authorization is needed
to pay expenses that may be classified as entertainment. (26 Comp.
Gen. 281; 46 Comp. Gen. 379). These expenses are in addition to
representation allowances authorized by other provisions of this bill
and the Foreign Service Act of 1946, as amended. I

(e)(5) This provision makes clear that funds made available for
the purposes of this bill may be used in accordance with authorities
of the Foreign Service Act of 1946, as amended, not otherwise pro-
vided in this bill. This would include, for example, the authorities in
title IX of the Foreign Service Act, relating to allowances, benefits,
travel and related expenses, or the provisions relating to training
contained in section 573 of that act. )

(e)(6) This authorizes the use of funds for the insurance of motor
vehicles and aircraft abroad. It is expected that appropriate insurance
will be obtained in countries where required by local law or where the
best interests of the United States make it important to procure
such insurance.

(e)(7) This authorizes the use of funds for the purchase, maintenance,
operation and hire of aircraft in carrying out functions under the bill.

(e)(8) This authorizes expenses incident to the death of persons and
dependents who die away from their homes while participating in
development or humanitarian assistance programs. This authority
includes the costs of caring for and disposing of the remains of such
persons, including preparing and transporting the remains to the
persons’ former homes. In the case of foreign participants, transport
to a place of burial other than the former home is also authorized.

(e)(9) This authorizes the payment of per diem living allowances
to foreign participants away from their homes in countries other than
the United States at rates not exceeding those provided by the
Standardized Government Travel Regulations.

(e)(10) This permits the payment of the cost of health and accident
insurance for foreign participants in any program under the bill
while such participants are absent from their homes for such
programs.

(e)(11) This permits the payment of the cost of health and accident
insurance for foreign employees of agencies performing functions under
the bill, while those employees are away from their place of employ-
ment for the purposes of training or other official duties.

(e)(12) This authorizes payment of foreign travel expenses, in-
cluding the costs of transporting personal effects and household goods
and the expenses of transporting and/or storing automobiles. This
paragraph is designed especially to make fiscal accounting easier when
tmvei} or transportation begins in one fiscal year and is completed in
another.
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(e)(13) This authorizes payment of costs of printing and binding
without l'i%iird to any other law. This refers primarily to the law
requiring all printing and binding o be done by the Government
Print ng Office. This part also provides that such laws as may be
necessary may be waived in conr ection with expenditures for the pro-
curement of s pplies and services, and for administrat ve and ope "ating
purposes, other than compensation of personnel It also permits the
waiver of such laws and regulations governing the performance,
amendment or modification of contracts, and laws relating to the
obligation and expendituie of funds of the U.S. Government as the
President may determine to be appropriate to accomplish the purposes
of this bill. This authority will be used in those instances in which
(1) it is deemed to further the more economical, efficien , or expeditious
carrying out of functions uunder the bill, or (2) it is deemed to obviate
or mitigate hardship occur 'ing with respect to personnel administering
functions under the bill in connection with the administration of those
functions or with respect to their families. This authority will also be
used to pay tort claims arising abroad, utilizing the principles of the
Federal Tort Claims Act. It 1s similar to hat provided under FAA
sections 633 (a) and 636(b).

(f) This authorizes the use of pre-determined fixed-percentage over-
head rates to be used in cost-type contracts or agreements (includin
grants) entered into with a university, college or other education
institution for the purpose of performing functions under the bill. This
authority is necessary in light of Comptroller General rulings that
such pre-determined fixed-percentage overhead rates are inconsistent
with the law prohibiting cost-plus-percentage-of-cost ype contracts.

(g) This exempts private businessmen participating in op rations
or transactions under the bill from the legal prohibition (18 U.S.C.
955) on private loans to a foreign government or government agenc
which is in default in the payment of i s obligations to the U.S.
Government. Without this exemption, private businessmen would be
prohibited from participating in development assistance programs in
some countries despite the emphasis which the bill places on private
participation.

(h) This subsection authorizes the President to utilize U.S.-owned
foreign currencies determined by the Secretary of Treasury to be
excess, except those currencies generated under the Agricultural
Trade Development and Assistai ce Act of 1954, as amended, to
carry out purposes for which new funds authorized by the bill would
be available. Such funds may be used for those purposes notwithstand-
ing section 1415 of he Supp emental Approp ‘ation Act of 1953,
which would otherwise require their express appropriation for such
purposes. This authority is considered useful in insuring tha excess
U.S.-owned oreign currencies not lie idle but be put to a produc ive
use. These currencies will be allocated by he Office of Maagemet
and Budget.

Section 406. Special authorities

The firs f u s bsections of this section co 1tain provisions simila
to those of FAA section 632. These provisions govern what are esse 1-
tially bookkeeping transactio s among government age 1cies.

(a) This pe mits the Presi ent to allocate or transfer to any Govern-
ment agency funds appropriated for functions authorized under
this bill. The funds transferred may be used by the receiving ag ncy
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for the purpose for which originally authorized but under the au-
thorities provided in the bill or under the authorities governing the
activities of the receiving agency under its own act. This is essentinlly
identical to FAA section 632(a) except that the references to defense
articles and defense services have been eliminated.

(b) This permits any U.S. Government officer in carrying out the
functions of this bill to utilize the services and facilities of, or to
procure comntoditics from, any other Government agency with the
consent of the head of that agency. This authority is the same as
that of FAA section 632(b) except that again references to defense
articles and defense services have been eliminated.

(e) This is a basic financial housekeeping provision authorizing the
usual procedures for financing of services and commodities through
commercial channels. It is substantially the same as FAA section
632(e).

(d) This authority, which is similar to that of FAA section 625(f),
continues the authority to obligate funds for the duration of a project
agreement with a foreign government (rather than only on w« month-to-
month basis) for personal services of U.S. Government employees as
well as pongovernment employees such as contract personnel. It also
applies to other supplies and services to complete the project.

(e) This subsection is identical to FAA section 635(f) which provides
specific authority for the admission of foreign participants to the

nited States as nonimmigrants under the Immigration and Nation-
ality Act under conditions to be prescribed by the Secretury of State
and the Attorney General. Similar authority, which ig, however, sub-
ject to certain specific restrictions, now exists under the Mutual
Educational and Cultural Exchange Act.

Section 407. Small business

"This section requires the President to assist American small business
to participate equitably in the furnishing of services and commodities
under this bill.

Section 408. Coordination

(a) It is planned that program and operational coordination will be
accomplished through a coordinator of development assistance ap-
pointed by the President and confirmed by the Senate. He will be
responsible to the President and will serve as a focal point for account-
ability to the Congress for the plans and performance of the overall
U.S. development assistance effort. It is planned that the coordinator
will be chanman of the board of the United States International
Development Corporation, the United States International Develop-
ment Institute, and the Overseas Private Investment Corporation,
and a member of the board of the Inter-American Social Development
Institute, proposed to be renamed the Inter-American Foundation.
Coordination with foreign economic policy will be achieved through
the Council ont International Economie Policy. The coordinator wilt
speak for U.S. development assistance activities on the Council when
development assistance policy is discussed. Coordination with nationat
sceurity policy will be through the National Security Council.

(b) This subscction provides that the President will prescribe ap-
propriate procedures to insure the coordination of activities of repre-
sentatives of the various assistance agencies abroad, under the direc-
tion of the American ambassador in each country.
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(¢) This subsection provides that all assistance under this bill shall
be undertaken with the foreign policy guidance of the Secretary of
State.

Section 409. Audit and reports

(a) This subsection requires the provision of adequate financial
controls, including auditing, for the new agencies or corporations
carrving out functions under this bill. This is expected to include
an appropriate accounting and financial control system, or systems.
effective financial reporting, and modern systems and approaches in
the arcas of programing, budgeting, procurement, coutracting,
disbursing, supply management, and related mternal controls,

(b) This subsection requires annual reports to the Congress from
each agoncy carrying out functions under this bill.

Section 410. Definitions

(a) This subsection defines the term “friendly developing countries
and arcas”. The basic authorities which permit the President to fur-
nish technical cooperation and assistance and to make development
foans limit him to carrying out these functions in “friendly developing
countries and areas”. Subpart (1) excludes from the definition countries
or arcas dominated or controlled by the Union of Soviet Socialist
Republics or the Peoples’ Republic of China. This is similar to the
prohibition of FAA scction 620(b). Subpart (2) excludes countries
which furnish assistance to Cuba or which fail to take appropriate
steps to permit ships or aireraft under their registry from transporting
equipment, materials or cominodities to Cuba as long as it is governed
by the Castro regime. This is essentially the same prohibition on
assistance which 1s presently contained i FAA section 620(2)(3).
Subpart (3) excludes from the definition those countries which sell
or furnish equipment, materials or commodities to North Vietnam or
permit ships or aircraft under their vegistry to transport such items
to North Vietnam while it is giving support to the hostilities in South
Vietnam. The substance of this latter provision is presently in FAA
section 620(n). Subpart (4) omits from the definition any country
with which diplomatic relations with the United States have been
severed and not restored. A similar provision appears in FAA section
620(t). This subsection, however, contains a proviso which permits
the President to furnish assistance to countries or areas which fail to
mneet the above criteria, whenever he determines the furnishing of
such assistance to be important to the national interest.

(b) 'This subsection defines the term “predecessor legislation to the
Foreign Assistance Act of 1961” which appears several times within
the bill. Its principal relevance is that it specifically lists those earlier
foreign assistance acts under which loans were made which result in
dollar reflows to the U.S. Government. Under the FAA only reflows
from loans made under that act and the Mutual Security Act are
available to AID. As section 209(b) makes clear, dollar reflows of all
loans made under earlier foreign aid legislation will be available for
development lending. Section 404(c) provides that all such loans will
be administered by the President.

(¢) This subsection defines the term “eligible investor”. This term
appears in this bill in section 211(a) which provides the housing
guaranty authority. The present housing guaranty authority in FAA
section 221 refers to the definition of eligible investor appeaiing in
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FAA section 238(c) which is in title IV of the FAA establishing the
Overseas Private Investment Corporation. This definition formerly
appeared as FAA section 233(a). Those eligible for housing guarantees
include (1) U.S. citizens; (2) corporations, partnerships, and other
associations, including nonprofit associations which are substantially
beneficially owned by U.g. citizens and (3) foreign corporations,
partnerships, or other associations wholly owned by U.S. citizens,
corporations, partnerships, or other associations. The proviso is to
make it clear that a foreign corporation is not to be considered ineligi-
ble as an investor if 5 percent or less of its shares are required by the
law of the country in which the corporation is organized to be held
by other than U.S. citizens. Previous legislative history confirms that
.‘substantially beneficially owned” is essentially “identical”’ to ma-
jority beneficially owned (p. 53 House Conference Committee Re-
port, 1961).

Section 411. Unexpended balances

This section is similar to FAA section 645 and continues the avail-
ability for authorized purposes of unexpended balances of all funds
including fiscal year funds. It also permits consolidation of such
unexpended balances with appropriations made to caITy out purposes
of the new bill.

Section 412. Saving provisions

(a) This subsection provides that all determinations, authoriza-
tions, regulations, orders, contracts, agreements, and other actions
taken or made under the FAA are preserved in effect despite the repeal
of the laws under which they were made, except as otherwise expressly
provided in this bill. In short, it provides that actions previously taken
under acts now repealed remain valid until ex ressly altered.

(b) This provides that funds made availabfe under the FAA shall,
unless otherwise provided by law, remain available for the purposes of
this bill or of the FAA in accordance with the provisions of the FAA
or of this bill. This means, for example, that supporting assistance
funds under the FAA used for population programs pursuant to title X
of that act may now continue to be available for such purposes or for
purposes under this bill. It also means that funds already authorized
and appropriated for a large-scale prototype desalting plant in Israel
will remain available for that purpose.

(¢) This subsection provides that the invalidity of any provision of
this bill will not affect the validity of any other provision and that
the invalidity of its application to any circumstance or person will not
affect its application to any other circumstance or person.

Section 413. Effective date
This section makes this bill effective as of the date of its enactment.

Section 414. Statutes repealed

(2) This subsection repeals all of part I of the FAA except title IV
of chapter 2 thereof, which relates to the Overseas Private Investment
Corporation and which is retained in law and renamed the “Overseas
Private Investment Corporation Act” by section 502(a)(1). Also re-
tained in FAA part I are chapters 4 and 5, relating to supporting
assistance and tge contingency fund, respectively. These two chap-
ters, together with part II (military assistance) and part IIT (gen-
eral provisions), are retained until enactment of the International
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Security Assistance Act of 1971 which will repeal most of the remain-
der of the FAA. )

(b) This subsection provides that references in law to the FAA
shall, as appropriate, be deemed to be references to equivalent sec-
tions of this bill,

CHAPTER 2—TRrANsITION ProOvIsioNs AxD AMENDMENTS TO0 OTHER
Acts

Section 501. Transfer of functions

This section is designed to provide for the orderly transfer of
functions and personnel from the Agency for International Develop-
ment to the new agencies that will be created to carry out the purposes
of the bill. A series of authorities relating to personnel who will be
transferred to the new agencies are included in this section since these
provisions will eventually become obsolete and will then be repealed.

(a) This subsection provides for the transfer by the President of
the obligations, assets, property, records, persomleK functions, rights,
and responsibilities of the Agency for International Development to
the new agencies. The President is authorized to determine the time
of such transfer. In the meantime, since those portions of the FAA
which provide the basic development assistance authority for the
Agency are repealed by this bi]lI,) it is necessary to provide for the
continued existence of that Agency during the transition period.
Under this subsection, therefore, the Agency for International
Development will continue to exist, with all its original authorities
and personnel (including executive-level officials), and will continue
to administer programs and activities under the FAA, or under this
bill, as may be appropriate.

(b) This subsection provides that personnel transferred may be
continued in their current appointments, or converted to a personnel
status authorized by this bill or other law. This would permit, for
example, continuing a person in employment under the general schedule
with a conversion to Foreign Service status at a later date. As personnel
are converted to a personnel status authorized under this bill or other
law, this provision will cease to apply.

(¢) This will continue the selection-out authority for those Foreign
Service reserve officers serving in the administratively crealed status
with unlimited tenure in muech the same fashion as this authority
has been administered under the FAA. As these officers ale con-
verted to the statutory category of Foreign Service reserve officer
with unlimited tenure, this provision will cease to apply and the
selection-out authority contained in the Foreign Service Act of 1946
will become applicable. Severance benefits will be paid to persons
being separated unless such persons are eligible for an immediate
annuity under retirement laws or under the Federal Employees
Compensation Act.

(d) This provision is included to provide for an orderly transition
in the method under which Foreign Service Reserve officers receive
within-grade raises in pay. Under the FAA, such officers receive
within-grade raises on the anniversary date of their original appoint-
ments. Under the Foreign Service Act, within-grade raises are pro-
vided on a fiscal year basis, i.e., as of the beginning of each fiscal year.
This subsection, therefore, provides that transferring Foreign Service
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officers will all receive a within-grade increase on the first day of the
firsi fiscal vear following enactment of this bill. Thereafter, within-
grade raises will be provided for on a fiscal veur basis. For new Iv
employed officers of the new agencies, within-grade raises will be
provided for on a fiscal vear basis.

(¢) This subscction provides for the participation in the Foreign
Serviee Retirement and Disability System of transferring Foreign
Service Staff officers and emplovees who have completed 10 years of
continuous service as such officers in the Agency for [nternational
Development, or in the Department of State or a combination of
the two.

(f) This subsection provides that persons who become participants
in the Foreign Service Retirement and Disability System shall make a
special contribution to the Foreign Service Retirement and Disability
Fund in accordance with section 852 of the Forcign Service Act of
1946. This means that such persons’ prior contributions to another
Federal retivement systemi, generally the Civil Service Retirement
System, will be transferred to the Foreign Service Retirement and
Disability Fund. This subsection also contains a transitional provisiot
similar to that provided when Foreign Service Staff personnel were
brought under the Forcign Service Retirement and Disability System
in 1960, and is identical to the provision for USIA Foreign Service
Information officers, Foreign Service Reserve officers and Staff officers
and employees contained in Public Law 90-494. It provides that these
new participants who are age 57 or over 1 year after the effective date
of the bill will have an option to retire voluntarily at any time before
the date of their mandatory retirement. Under the Foreign Service
system, employees may retire at age 50 or over with 20 years of
service with the consent of the Sceretary of State. When this legislative
provision becomes effective, new participants, if they have less than
20 years’ service credit, would have no choice on their date of retire-
ment if this provision were not included, and would have to wait
until they reach mandatory retirement age. This is a one-time pro-
vision which will assist the new agencies and their older new pmtici-
pants to accomplish the changeover to the Foreign Service Retirement
and Disability System in an orderly and equitable way. This provision
will help minimize the impact and possible difficulties the changeover
might otherwise cause by giving these older employees more flexibility
in timing their retivement from the Forcign Service.

(2) This is another transitional provision. It provides for the gradual
retirenent over a 7-year period of persons \\'llIO beceme participants
in the Foreign Service Retirement and Disability System under this
seetion who are above the mandatory retirement age at the time they
become participants in the system. Tf these persons remained under
the civil service retirement system, they would not be mandaterily
retired intil age 70. ITn the Foreign Service, mandatory retirement is
at age 60, as a general rule. Thus, a change in the retivement plans of
these individuals would not be required to 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 and Disability
System provided in this subsection is similar to the transition formula
authorized when the staff personnel of the State Department were
transferred to the Foreign Service Retirement and Disability System
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pursuant to the Foreign Service Act Amendments of 1960. The transi-
tion schedule gives the new participants a minimum of 3 years after
the effective date of the legisHmtion cfore mandatory retirement.

After expiration of the 3-year period, those pariicipunts who are
age 64 or over will be mandatorily retired. Each year thereafter the
mandatory retirement age will be reduced by 1 year until mandatory
retirement at age 60 becomes effective. Thus, under the schedule
contained in this subsection, it will be 7 years before participants will
be mandatorily retived at age 60. This'is regarded as a rerscnable
period to accomplish the shift from mandatory retirement at uge 70
under the Civil Service System to age 60 under the Foreign Service
System. This schedule is also similar to the transition schedule pro-
vided for U.S. Information Agency Foreign Service Reserve, unlimited,
and staff officers and employees in Public Law 90-494, enacted in
1968.

(h) This subsection provides for participation in the Foreign Service
Retirement and Disability System of certain AID Executive Level
officials and AID Mission Directors. These persons have served in the
foreign assistance program for long periods of time. Only those execu-
tives who were in the AID Foreign Service as Reserve officers or as
Mission Directors prior to their executive appointments would be
affected thereby. Presidential appointees serving in the Agency for
International Development are presently covered by the Civil Service
Retirement System. Under the Foreign Service Act of 1946, as
amended, a Foreign Service officer, by virtie of section 571 of that act,
upon heing appointed to a position by the President in any Govern-
ment agency is considered to be detailed from the Foreign Service. The
effect of this provision of law is to provide reinstatement rights in the
Foreign Service. Under this same section, the person continues to be
covered by the Foreign Service Retirement and Disability System.
During such period of service, the person is relieved from the manda-
tory retirement age of 60 by section 832 of the Foreign Service Act.

gmbassadors are treated under the Foreign Scrvice Act in much, the
same fashion. An Ambassador appointed from the private sector
purticipates in the Civil Service Retirement Systenm. An Ambassador
may become a participant in the Foreign Service Retirement and Dis-
ability System if he has completed at least 20 years of service as o
chief of mission. A person appointed as a chicf of mission from the
Foreign Service would be covered by the provisions of section 571 of
the Foreign Service Act, meaning that such person would return to
duty in the Foreign Service. However, section 519 of the For eign Serv-
lce Act provides that, if the person has not within 3 months again
been appointed or assigned as a chief of mission, or otherwise assigned
to duty in the Foreign Service, he is required to be vetired and 1cceive
retirement benefits under the Foreign Service retivement and dis-
ability system.

Subparagraph (2) of this subsection provides that sections 519,571,
and 632 of the Foreign Service Act shall apply to persons who become
participants in the Foreign Service Retirement and Disability System
under part (1) of this subsection. The application of section 519 would
mean that if these persons are not given assignments in the Foreign
Service of the new agencies or ATD, within 3 months of termination of
their appointments, they would be retired and receive retirement bene-
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fits under the Foreign Service Retirement and Disability System. The
application of section 632 of the Foreign Service Act would permit
these persons to continue to serve beyond age 60.

Paragraph (3) of this subsection is to insure that those AID Foreign
Service personnel, who, following their initial Presidential appoint-
ments, are or were given other Presidential appointments in AID are
included in the Foreign Service Retirement and Disability System.

Section 502. Amendments to other acts

This section contains the amendments to other laws which are
required by the adoption of this bill.

(a) This subsection contains amendments to title IV of chapter 2
of part I of the FAA which established the Overseas Private Invest-
ment Corporation (OPIC). Since this bill and the International
Security Assistance Act of 1971 repeal most of the FAA except title
IV, this subsection designates title IV of the FAA as the Overseas
Private Investment Corporation Act, and makes those amendments
to the title necessary to permit OPIC to operate as a separate entity
without relying on the administrative provisions presently contained
in the FAA,

(1) This amendment renames title IV of the FAA as the Over-
seas Private Investment Corporation Act.

(2) This amendment changes the word “title” to “act” where-
ever it appears since this legislation would no longer be a part of
the FAA Eut would become a separate law.

(3) The term “less developed friendly countries and areas” and
similar terms used throughout OPIC’s charter are changed to
“friendly developing countries and areas.” These changes are
designed to make OPIC’s charter consistent with this bill, which
uses the latter term and defines it to prohibit, subject to Presi-
dential waiver, the operation in certain countries of assistance pro-
grams authorized by this bill. The same definition will be contained
m OPIC’s charter (see change 10 below) and thus similarly limit
the operation of OPIC’s programs. '

(4) This amendment deletes a reference in OPIC’s charter (sec.
231(j)) to “the agency primarily responsible for administering
part I” of the FAA. The Agency referred to is the Agency .for
International Development which under this bill will transfer its
functions to such new agencies as the President may establish to
carry out the purposes of this bill.

(5) This amendment changes the designation of the Chairman
of OPIC’s Board of Directors in section 233(b) from “the Ad-
ministrator of the Agency for International Development” to “an
official of the Government of the United States designated by the
President of the United States.”” It is anticipated that the Presi-
dent will designate the coordinator of development assistance to
serve in this capacity.

(6) This amendment adds a new subsection to OPIC’s charter
(sec. 233(e)) which authorizes OPIC to hire experts, consultants,
and retired officers. OPIC now derives its authority to hire such
persons from FAA section 626. Identical authority is available
uhndeg 1slect-ion 401(f) to organizations carrying out functions under
this bill, :

(7) This amendment deletes a reference in OPIC's charter to
FAA section 632(a).
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(8) This amendment corrects a typographical error in section
235(c) which appeared when the section was enacted in 1969.

(9) This amendment enacts in OPIC’s charter (section 236)
authority to incur certain expenses which other laws or rulings of
the Comptroller General of the United States require to be spe-
cifically authorized by legislation. The Corporation now derives
its authority to incur such expenses from FAA section 636. Iden-
tical authority is available under section 405(e) to organizations
carrying out functions under this bill,

(10) This amendment adds a new subsection to OPIC’s charter
(sec. 238(e)) which defines the term “friendly developing countries
and areas.” This term is used throughout OPIC’s charter (see
change 4 above) and the operation of OPIC’s programs is re-
stricted to such countries and areas. Subparagraph (1) exciudes
from the definition countries or areas dominated or controlled
by the USSR or the Peoples’ Republic of China. Subparagraph
(2) excludes countries which furnish assistance to Cuba. or which
fail to take appropriate steps to permit ships or aircraft under
their registry from transporting equipment, materials or com-
modities to Cuba as long as it is governed by the Castro regime.
This is essentially the same prohibition on assistance which is
presently contained in FAA section 620(a)(3). Subpart (3) ex-
cludes from the definition those countries which sell or furnish
equipment, materials or commodities to North Vietnam or permit
ships or aircraft under their registry to transport such items to
North Vietnam while it is giving support to the hostilities in
South Vietnam. The substance of this latter provision is presently
in FAA section 620(n). Subparagraph (4) omits from the definition
any country with which diplomatic relations with the U.S. have
been severed and have not been restored. A similar provision
appears in FAA section 620(t). This subsection, however, con-
tains a proviso which permits the President to provide investment
Incentives in countries or areas which fail to meet the above cri-
teria, whenever he determines the provision of such incentives to
be important to the national interest. This definition is added to
OPIC’s charter to make the limitations on the programs carried
out under this bill equally applicable to OPIC’s programs.

(11) This amendment modifies OPIC’s charter (sec. 239(d)) to
authorize the Corporation to (@) acquire property “by gift, devise,
bequest, grant or otherwise,”” (b) lease real property in the District
of Columbia without regard to the prohibitions contained in 40
U.S.C. 34, and (¢) collect or compromise any obligations assigned
to or held by OPIC including any legal or equitable rights accruing
to it. These authorities are now available to OPIC under FAA
sections 635 and 636. Identical authorities are available under
scction 405(c) and (d) to organizations carrying out functions
under this bill.

(12) This amendment modifies OPIC’s charter (sec. 239(e)) to
provide that OPIC’s Board of Directors “shall provide for ade-
quate internal financial control, including internal auditing.” The
present section 239(e) provides that the auditing of OPIC’s oper-
ations and activities shall be conducted by the Auditor-General
of the Agency for International Development, a position that will
be abolished after this bill is fully implemented. The new section
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is consistent with section 409(a) which provides for auditing of
organizations carrying out functions under this bill.

(13) This amendment adds two new subsections to OPI(’s
charter (sees. 239 (g) and (h)) which authorize OPIC to (a)
utilize the services and facilities of, or procure commodities from
any agency of the U.S. Government, and (b) establish on the
books of U.S. agencies or banking institutions accounts against
which letters of commitment may be issued or from which dis-
bursements may be made. These authorities are now available
to OPIC pursuant to FAA section 632. Identical authorities are
available under sections 406 (b) and (c) to organizations carrving
out functions under this bill.

(14) Under the present title TV of the FAA, the sections
governing OPIC are numbered 231 through 240A. This amend-
ment permits the scctions of OPIC Act to be renumbered be-
ginning with section 1 and extending through section 11. Since
the OPIC Act would become a separate law, it would be inappro-
priate for it to retain the old system of section numbers. The
second sentence of this amendment provides for the corresponding
change in all veferences to OPIC section numbers in this bill and
other acts.

(b) This subsection mnends FAA part TV which provides for the
Inter-American Social Development  Institute. Subparagraph 1
changes the title of part IV to the Inter-American Foundation.
Subparagraph 2 changes the title of section 401 to conform to the
new name, i.c., Inter-American Foundation. Subpart 3 substitutes the
term “Foundation” for “Institute” throughout this section. Subpart 4
also provides for a conforming change of name. Subpart 5 authorizes
the Foundation to determine the manner in which its obligations and
expenses shall be incurred and paid, including up to $10.000 for enter-
tainment expenses. Subpart 6 revises the personnel authority of the
Foundation. It provides for a President as the Chief Executive Officer
to be compensated at level IV of the executive sehedule. It authorizes
the employment of 12 persons without regard to the Civil Service laws
and regulations with rates of compensation 1ot to excced grade 14 of
the general schedule and provides for reemployment rights for such
persons. It also authorizes the hiring of experts and consultants at
per diem rates equivalent to the rate of grade 18 of the general sched-
ule. Services of experts and consultants are not to be considered U.S.
Government employment as far as the dual compensation laws ave
concerned.

(c) This subsection authorizes an additional Assistant Sccretary
of State who will coordinate humanitarian assistance.

(d)(1) This subsection amends the Migration and Refugee As-
sistance Act of 1962 to provide in section 2(¢) of that act that the
President may use up to $10 million of the funds made available for
use under the President’s Foreign Assistance Contingency Fund for
unexpected urgent refugee and migration needs. This replaces that
law’s previously existine references to the FAA.

(d)(2) This amendment deletes section 7 of the Migration and
Refugee Assistanee Act of 1962 which authorized the use of the FAA
Contingency Fund until appropriations had been made for activities
conducted under the former act.
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(e)(1) This amondm( nt to title 5 of the United States Clode permits
the creation of ecight wdditional supergrade positions for the Tuter-
American Foundation. These positions will be subject to Civil Service

regulutions.

(()(2) This subpart complements the amendment provided in
subsection (1) ol this secuon by authorizing a twelfth Assistant
Sceretary of State at level TV of the Executive Schedule.

(f) This subsection deletes the reference in Public Law 480 to FAA
section 210, which establishes the interest rate ullowable on develop-
ment loans as the minimum interest rate applicable to foreign currency
credit sules of Public Law 480 commodities. The reference is chang ed
to section 208 of this bill which establishes 1 percent as the minimumt
interest rate which may be charged on loans made under this bill. In
making this change, however, 1t is not intended that sales under
Public Law 480 will be made on interest terms of less than 3 percent
which is the amount presently allowable under FAA section 201.

C
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