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SECTION-BY-SECTION ANALYSIS OF THE PROPOSED IN-
'TERNATIONAL DEVELOPMENT COOPERATION ACT

OF 1978 . R
. CHAPTER I POLICY

This chapter sets out an overall framework for U.S. devahpment

t' - . policy and development assistance programs. It also establishes the

International Development Cooperation Administration to provide a
central institutional focus for the administration of official U.S. devel-
opment programs. The primary functions of the Administration are
to insuve that development concerns are fully reflected n the formmulia-
tion of U.S. international political and economic policies, and that
U.S. development resources are effectively and efficiently utilized.

Sectiow 101
Fext - ' ,

Sgc. 101. Gexerar Poricy.—The Congress finds that fundamental
political, economie, and technological changes have resulted in the
interdependence of nations. The Congress declares that the individual
Jiberties and economic prosperity of the people of the United States
are best sustained and enhanced in a community of nations which
respect individual ¢ivil and economic rights and which work together
to use wisely the world’s limited resources in an open and equifable
international economic system. Furthermore, the Congress reaffirms
the traditional humanitarian ideals of the American people, and re-
news ifs comitment to assist people of developmer:t countries to elimi-
nate hunger, poverty, illness, and ignorance. - ETI

_ Therefore, the Congress declares that a principal cbjective of the
foreign policy of the United States is the encouragement and sustained
 support of the people of developing countries in their effort to acquire

* the knowledge and resources essential to development and to build the
economic, political, and. social institutions which will improve the
quality of their lives. : o -

United States development cooperation policy should emphasize
four principal goals: ' : '

- 7 {1) the alleviation of the worst physical manifestations ¢f pov-
erty among the world’s poor majority; : ‘

{2) the promotion of conditions enabling developing couniries
to achieve self-sustaining economic growth with equitable distri-
bution of benefits; : : _

" (3) the encouragement of development processes in which indi-
vidual ¢ivil and economic rights are respected and enhanced ; and
. {4) the integration of the developing countries into an open
- . and equitable international economic system.

The Congress declares that pursuit of these goals requires that devel-
opment concerns be fully reflected in United States foreign policy, and

' that United States development resources be effectively and efficiently

(1}
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utilized. In order to insure that the United States Government is orga-
nized to achieve these purposes the Congress establishes the Interna-
tional Development Cooperation Admimstration.

. o Szgmx 101
Purpose._ =

* Section 101 declares that a principal objective of T.S. foreign policy
is the encouragement and sustained support of the development efforts
of people in developing countries. In an interdependent world, it is
in the U.S, national interest and reflective of the humanitarian con-
cerns of the American people that such a commitment be made.

The section states that U.S. development policy should emphasize
four principal goals: .

(1) the alleviation of the worst physical manifestations of
~ poverty among the world’s poor majority;

-~ (2) the. promotion of conditions enabling developing coun-
tries to achieve self-sustaining economic growth with equitsable
distribution of benefits;

(3) the encouragement of development processes in which in-
di*vé‘idna} civil and economic rights are respected and enhanced;
an - :

 (4) the integration of the developing countries info an open

- and equitable international economic system.

Tn order te insare that these development goals are fully reflected
in U.S. foreign poliey, and that U.S. development resources are effee-
tively and efficiently utilized, the section establishes the International
Development Cooperation Administration {hereinafter referred to
%séhg Administration), which is further detailed title I of chapter
Background

This section reflects some of the language in the first two paragraphs
of section 102(a) of the FAA. The new section is more explicit In
stating that support of development efforts should be 2 major foreign
policy concern of the United States. This implies that development
concerns should be reflected in the formulation of a wide range of
foreien and international economic policy issues. such as trade, com-
modities, debt, investment, and transfer of technology.

The section provides four specific development goals. joining the
humanitarian concerns of relieving the physical manifestations of
poverty and emcouraging the evolution of societies which respect
civil and economic rights with the economic goals of eneouraging
self-sustaining growth and the integration of the developing coun-
tries into a world economie system.

The section reflects concern that the executive branch is currently

not organized to assure that development issues are given sufficient
weight in the formulation of foreign and international economie
policy. and that development assistance efforts are fragmented among
several agencies. In order to provide a focal point in the execuiive
branch to press development concerns and to coordinate and admin-
ister assistance programs, the Administration is established.
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R, 109, Duverovaest Askwrance Pouzcr.—The Congress-finds
that the efforts of developifg vommtries fo ‘brild 'and maibtain social
- goad dcunomic nstitutions weedssary Lo -achieve seif:sustaining griwth
-and to provide ‘epportunities to improve the quality of life fer:their
“people depérds primarily wpon successfully marshaling their own
“eporcnyic and humar: yesouress. The Congress recogmizes that the mag-
#ittde of these efforts exceeds the resvurces of develuping conhtries,
»v.d aoeopts that there will be o lohg-term meed- for wealthy countries
to contribute #xdditional - fesources for developinénmt purposes. Fhe
‘United States should take the-lead-in concett with -otber mutiens to
wmobilize stich resources from public-znd private sources.

- Provision of - development-reseurees must be ‘adapted to the needs
and eapabilities of specific developing courtries. United States assist-
ance to countries with low per capita incomes which have Himnited

‘sieesss to: private external resources shonld primarily be-provided on
coneessiona} terms. Assistance to other devéloping ‘countriés should
- gemerally consist of programs which facilitate +heir aecess to private
capital markets, investment, and teehnical skilis, whether girectly
through guarantee or reimbursable programs by the Unitéd . States

Government. or indirectly through callable capital provided to the
international financial institutions. | L

Bilatcral assistance and United States participation in multilateral
institutions shall emphasize programs in Stpport of countries which
pursue development strategies designed to mest basic haman needs and
achieve self-sustaining growth with equity. _ o .
" The Congress declares that the privicipal purpose of United States
‘bilateral development assistarice is to help the goor majority of pecple
in developing countries to participate ina process of equitdble growth
through productive work, and to mfluence decisions that shape their
lives, with the goal of increasing their incomes and their access to

_publie services which will enable them to satisfy their basic needs and
Tead lives of decency, dignity, and hope. Activifres shall be emphasized

that effectively involve the poor in development, by éxpanding their
access to the economy through services and institutions at the local
level, increasing their participation in the making of decisions that
affect their lives, increasing labor-intensive production-and the use of
appropriate technology, expanding productive investment and services
ont from major cities to small towns’and rural areas, and otherwise
‘providing oppertunities for the poor to improve their lives through
their own efforts. Participation of the United States in’ muléilateral
institutions shall also place appropriate emphasis on these prineiples.

o  Secmiox 102
‘Purpose. |

" “This section sets out an overall policy framework for all T.S.
development assistance efforts. _ _ - o
The first paragraph notes that although the development éfforts by
the developing countries must depend primarily on succéssiully mar-
shaling their own human and economic resources, the magnitude of
the necessary efforts exceeds their own resources. A long-term need

is therefore recognized for wealthy nations to contribute to the devel-
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. opment process. The section states that the United States should take
& leadership ‘role in concert with -other natious in mobilizing such
‘resouress from public and private sources. 3 . |
'+ The second’ pategraph Tequires that the provision of devalopment
- resources should be related to the needs and capabilities of develop-
‘ing countries. Assistance to the poorer countries should primarily
“be ‘on’ concessional terms; assistance to other developing countries
should generally facilitate their access to private capital and expertise
through guarantee or reimbursable bilatersl programs or loans based
on callable capital from the international financial institutions.

The third paragraph requires that both bilateral assistance and
U.S. participation in multilateral institutions emphasize programs in
those countries which pursue development strategies designed to meet

-basic human néeds and achieve seif-sustaining sconomic growth with

equity. . © L . | | |
~ The fourth paragraph states that U.S. bilateral assistance should
emphasize activities which invelve the poor in the development process
and which improve their lives. U.S. participation in multilateral insti-
tutions should place sppropriate, but not exclusive, emphasis on these
principles. = ‘ : | S
Background o o
- This section makes the followirg points: I
- While developing countries must be the primary contributors to
their own growth, there will be a long-term need for external assistance.
The U.S. should make such a long-term commitment to help provide
~ that assistance, slong with other wealthy nations. The term “wealthy
_countries” meants the OECD countries, non-market economy coun-
‘tries, and richer developing countries, particularly the afffuent OPEC
countries. . o o
" Assistancs terms should harden as couniries move up the develop-
‘ment ladder. Concessional aid is appropriate for the poorer countries.
As countries develop, assistance should shift to helping countries gain
_access $0 private capital markets and expertise through programs
which involve minimal budget outlays by donor countries.
The United States should use its bilateral aid programs and should
~ influence multilateral agencies to use their resources to assist countries
which are committed to meeting basic human needs through strategies

of economic growth with equity. .

. U.8.bilatersl 2id in such couniries should focus on programs which
involve and. assist the poor majority. The United States should also
‘work to insure that multilateral institutions place appropriate empha-
sis on such programs, ‘
Bilateral concessional assistance should be directed toward the poor
majority in poorer countries through programs which assist them to
_participate through productive work in the development of their
 This section, while largely new, reflects parts of subsections 102(a)
and 102(c) of the FAA, _ - _ .



CHAPTER IL BILATERAL DEVELOPMENT ASSISTANCE

This chapter establishes the purposes and objectives of bilateral
development. assistance and related activities. The chapter includes
‘the suthorization of appropriations for bilateral grant and loan as-
sistance, policies and authorities designed to strengthen the capacity
of T1.S. educational institutions to participate in development assist-
ance, activities, and the Administrator’s authorities relating to titles
II and IEE of the Agrieuliural Trade Development and Assistance
Act of 1954, as amended. o -

" Trre T—GraNT axD LOAN ASSISTANCE

. Secrron 201
Text ‘

Sgc 201. BrmaTerar, Deveropuent AssisTance Poricy.—Assistance
under this chapter should be used not only for the purpes: of trans-
ferring financial resources to developing countries, but ase to help
countries solve development problems in accordance with a strategy
that aims to insure wide participation of the poor in the benefits of
development on a sustained basis. Moreover, assistance shall be pro-
vided in a prompt and effective manner, using appropriate United
States institutions for carrying out this strategy. In order to achieve
these objectives and the broad objectives as set forth in sections 101
and 102 in this Act, bilateral development assistance authorized hy this
Act shall be carried out in accordance with the following princ:ples:
(1) Development is primarily the responsibility of the people
of the less developed countries themselves. Assistance from the
United States shall be used in support of, rather than substitu-
_ tion for, the self-help efforts that are essential to. successful de-
- velopment programs, and shall be concentrated in those countries
that take positive steps to help themselves. Maximum effort shall
be made, in the administration of this Aet, to stimulate the in-
volvement of the people in the development process through the
encouragement of democratic participation in private and local
governmental activities and institution building appropriate te
the requirements of the recipient nations. _ I
(2) Development planning must be the responsibility of each
sovereign country. United States assistance should be adminis-
tered in a collaborative style to support the development goals
chosen by each couniry receiving assistance. :
(3) United States bilateral development assistance should give . -
high’ priority to undertakings submitted by host governments
- which directly improve the Iives of the poorest of their people
" and their capacity to participate in the development of their coun-
~ tries, while also helping such governments enhance their plan-

(5)
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ning, technical, and administrative capabilities needed tc insure
the success of such undertakings.

(4) Development assistance provided by the United States
under this chapter shall be increasingly concentrated in countries
that will make the most effective use of such assistance to help

- satisfy basic buman needs through equitable. growth, especially

those in greatest need of outside assistance. In order to make pos-
- sible ‘consistent and informed judgments in this respect, -appro-
- -priate criteria shall be developed to-assess: the eommitment and
progress of countries in moving toward the objectives-and pur-
+ poses of this Act. '
~ -(5) ‘United States development  assistanee :should focus on
- -eritical problems in those functional sectors which affect the Hves
- : .of the majority of the people in the developing countries: food
production and nutrition; rural development and. generation of
gainful employment; population planning and health; environ-
ment.and natural resources; and education, development adminis-
tration, and human resource development.

(6) United States assistance shall encourage and promote the
participation of women in the national economies of developing
-eountries and the improvement of women's status as an important

~.means of promoting the total development effort. . '

~ (7) United States cooperation in development should be car-
- ried out to the maximum exient possible through the private
- sector, including those institutions which already have ties in the
~ developing areas, such as educational institutions, credit unlons,

" and private and voluntary agencies.

(8)_The economie and social development programs to which
the United States lends support should reflect, to the maximum ex-
tent practicable, the role of United States private investment in

. such economic and social development programs.

" (9) Assistance shall be planned and utilized to encourage re-
regional eooperation by developing countries in the solution of
_ common. problems and the development of shared resources.

' {10) Assistance efforts of the United States shall be planned

and furnished to the maximum extent practicable in coordination

- and-cooperation with assistance efforts of other countries. includ-

_ ing the planing and implementation of programs and projects on

a multilateral and muliidonor basis.
Purpose '

Sec. 201 states that assistance furnished under this chapier should
be used not only for the purpose of transferring finanecial resources
-to developing countries, but also to help countries solve development
problems in accordance with a strategy that aims to nsure wide par-
gzczpatmn of the poor in the benefits of development on a susfained

asis. . :

" “Fhe section includes 10 principles under which bilateral development
‘assistance authorized by the act shall be carried out : ,
© (1) Assistance shall be used to support self-help efforts and shall be
eoricentrated in countries that take positive steps to help themselves.
Maximum effort is to be made to stimulate the involvement of people
in the development process through encouragement of democratic
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participation in private and local governmental activities, and appro-
priate institution building,

" {2) Development planning must be the responsibility of each conn-
try. U.S. assistance should be administered in 2 coliaborative style se
that the development activities assisted by the United States support
the goals chosen by each recipient country.

{3} High priority should be given to undertakings proposed by host
governments which directly improve the lives of the poorest peopleand
tmprove the capacity of the poorest people to participate in the devel-
opment of their countries while also helping to erhance the planning,
technical, and administraiive capabilities of recipient govermments
wéxich are needed to insure the success of deveﬁ}pmeﬁt assistance
efforts.

{4) Development assistance provided under this chapter shall in-
creasingly be concentrated in countries which are in greafest need of
outside assistance and which make the most effective use of the assist-
ance to help satisfy basic human needs through equitable growth. The

oraph also requires that appropriate criteria be developed te
assess the commitment and progress of couniries in moving toward
the objectives and purposes of the biil.

(5) U.S. development assistance should focus on crifical problems
which affect the lives of the majority o people in developing coun-

" triea These sections are: food production and nutrition: rurai devel-

opment and generation of gainful employment: population planning
and health: environment and natural rescurces; and education, devel-
opment administration, and human reseurce development.

(6) T0.S. assistanee shall encourage and promote the participation
of women in the national economies of developing countries and pro-
mote the improvement of women’s status as an important means of |
promoting the total development effort. ' '

(7} To the maximum extent possible, T.S. cooperation in develop-
ment efforts should be carried out through the privats seetor, includ-
ing these institutions which have existing ties to developing countries,
sneh as edneational institutions, cooperatives, eredit unions, and pri-
vate and voluntary agencies.

{8} To the maximum extent practicable, economic and social devel-
opment programs which receive U.S. support should refleet the role of
T.S. private investment in such programs. '

{9) Assistance shall be planned and utilized to encourage regional
cooperation by developing countries in the solution of common prob-
iemsand the development of shared resources.

¢10) To the maximum extent practicable. assistance shall be
planned and furnished in coordination and cooperation with the as-
sistance efforts of other countries. '

Background

Section 201 reaffirms the “new directions™ development assisiance ob-
jectives and policies established in 1973. The new direetions policies
represented a fundamental shift in emphasis from balance-of-pax-
ments angd infrastructure aid to more direet assistance to the develop-
ment efforts of the poor majority. According to the provisions of see-
tion 201, development assistance is to be furnished principally for the
purpose of helping developing countries solve development problems
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in accordance with a strategy designed to insure the broad and sus-
tained participation of poor people in the benefits of development.
- In continuing the new directions policies, substantial portions of
sec ion 201 are derived from existing policy provisions of the FAA,
priacipally section 102, Some redundant or outdated FAA provisions
are not carried into the bill. For example, FAA section 201, 202 and
following sections still contain many of the policy provisions govern-
ing development loans despite the fact that appropriations for devel-
opment loans are no longer authorized under those sections. These
FAA development ioan policy provisions are not transferred as a
whole to the bill. Instead, the bill consolidates grant and loan policies,
reenacting those that are relevant. |

Text _

Sec. 202. AcricULTURE AXD Foop PropuctioN. RugaL DEVELOPMENT
axp NutrrrroN.—(a) In recognition of the fact that the great ma-
Jority of the people of developing countries live in rural areas and are
dependent on agriculture and agricultural-related pursuits for their
livelihood, the Administrator is authorized on such terms and condi-
tions as he may determine, to furnish assistance for agricuiture, rural
development, and nutrition— ' .

(1) to alleviate starvation, hunger, and malnutrition;
(2) to expand significantly the provision of basic services fo
- xural poor people o enhance their capacity for self-help; and
{3Y to help meet the need to create productive farm and off-
farm employment in rural areas to provide a more viable eco-
nomic base and enhance opportunities for improved incomes, liv-
ing standards, and contributions by rural poor people to the eco-

nomic and social development of their countries. o
There are authorized to be appropriated to the Administrator for the
purpose of this section, in addition to funds otherwise available for
such purposes $ for the fiscal year 1979, which amounts are
authorized to remain available until expended. _

(b) Assistance provided under this section shall be used primarily
for activities which are specifically designed to increase the produe-
tivity or income of the rural poor, through such means as creation and
strengthening of local institutions linked to the regional and national
levels: organization of a system of financial institutions which provide
both savings and credit services to the poor; stimulation of small, labor-
intensive enterprises in rural.towns: improvement of marketing facili-
ties and systems, expansion of rural infrastructure and utilities such
as farm-to-market roads, land improvement, energy, and storage facili-
ties; establishment of more equitable and more secure land tenure
arrangements, and creation and strengthening of systems to provide
other services and supplies needed by farmers, such as extension. re-
search, training. fertilizer, water, and improved seed. in ways which
assure aceess to them by small farmers. e

“(¢) The Congress finds that human suffering and deprivation are
widespread and are growing in the poorest and most slowly developing
countries. The greatest potential for significantly expanding avail-
ability of food for puople in rural areas and augmenting worid food
production at relatively low cost lies in increasing the productivity of
small farmers who constitute a majority of the people living in those
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countries. Inereasing the emphasis on rural development and expanded
food production in the poorest nations of the developing world is a
matter of social justice and a principal element contributing to broadly
based economic growth as well as an important factor in controlliing
inflation in the industrialized countries. In the allocation of funds
under this section, special attenticn siall be given to ircreasing agri-
caltural production in countries which have been classified as food
priority countries by the World Food Council or which have been
designated as relatively least developed by the United Nations Con-
ference on Trade and Development. |

(d). Assistance provided under this section shall also be used in co-
ordination with programs carried out under section 203 to help im-
prove nutrition of the people of developing countries through encour-
ogement of increased production of crops with greater nutritional
value; improvement of planning, research, and education with respect
to nutrition, particularly with reference to improvement and expsnded
ase of indigenously produced foodstuffs; and the undertaking of piiot
or demonstration programs explicitly addressing the problem of mal-
nutrition of poor and vulnerable people. In particular, the Admin-
istrator is encouraged— '

(1) to devise and carry out in partnership with developing
nations a strategy for programs of nutrition and health ilpprove-
ment for mothers and children. including breast feeding: and

(2) to provide technical, financial, and material support to
individuals or groups at the local level for such programs.

(e} Agricultural research carried out under this Act shall—

(1) be carried out to the maximum extent practicable in devel-
oping countries;

(2} take account of the special needs of small farmers in the
determination of research priorities, including research having a
focus on small farm production systems rather than simply crop
related ; :

(3) include research on the interrelationships among tech-
nology, institutions, and economic, social, and cultural factors
affecting small farm agriculture; and _ , o

(4) make extensive use of field testing to adapt basic research

~ to local conditions. ’ L
Special emphasis shall be placed on disseminating research results to
the farms on which they can be put to use, and especially on institu-
tional snd other arrangements needed to assure that small farmers
have effective access to both new and existing improved technolegy.

(£) In programmng sales of commodities provided under the Agri-
cultural Trade Development and Assistance Act of 1954, as amended,
the Administrator shall give carefal consideration to the impact of
such sales on agricaltural development policies and programs of the
proposed recipient countries, with the particular objective of avoiding
undue negative impact on a recipient country’s policies pertaining to
food commodity pricing, marketing and market access, land tenure,
credit, and other key elements needed to increase domestic food
production. o .

(g) Local currency proceeds from sales of commodities provided
under the Agricultural Trade Development and Assistance Ack: of
1954, as amended, which are owned by foreign governments shall -be
used whenever practicable to carry out the provisions of this section.
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- SecTioN 202
Purpose - -

Subsection 202(a) contains policies and authorizations of appropri-
ations for agricultural, rural development, and nutrifion assistance.

The subsection states that the purposes of this assistance are:

~ (1) to alleviate starvation, hunger, and malnutrition;

{2) to expand significantly the provision of basic services to

- thff r};u}-al poor and to enhance the capacity of the rural peor for

seil-neip;

(3) to help meet the need to create productive employment in
rural areas and to provide a more viable economic base and
enhanced opportunities for improved incomes, living standards,
and contributions by the rural poor fo economic and social
development.

Subsection 202(b) states that assistance provided under section 202
shall be used primarily for activities designed to increase the produc-
tivity or income of the rurai poor. The subsection provides examples
of means by which the income and productivity may be increased.

In subsection {¢) Congress declares that human suffering ..ud depri-
vation are widespread and growing in the poorest and mest slowly de-
veloping countries. Congress conciudes that the greatest potential for
expanding the availability of food for people in rural areas and for
augmenung world food production ai relatively low eost lies in in-
creasing the productivity of small farmers. Also, Congress states that
increasing the emphasison rural development and expanded foed pro-
duction in the poorest nations of the developing world is a matter of
social justice, a principal element contributing to broadly based eco-
nomie growth and an important factor in controlling inflation in the
Industrialized countries.

The subsection specifies that in the allocation of funds under this
section, special attention shall be given to increasing agricultural pro-
duction in the countries which have been cassified as food priority
countries by the World Foed Couneil or which have been designated
as relatively least developed by the United Nations Conference on
Trade and Development.

Subsection {(d)} prevides that in order to help improve the nutrition
of people of developing countries, assistance provided under section
202 shall be coordinated with the health programs authorized under
section 203. This subsection also encourages the Administrator, in
partnership with developing nations, to provide support for individ-
uals.or groups at the local level for programs of nutrition and health
improvement for methers and children, including bresst feeding.

Subsection (e) provides that agricultural research : '

(1) be carried out to the maximum extent practieable in devel-
oping countries; '

{2) take account of the speeial needs of small farmers:

(3) inciude research on the interrelationships among techneol-

~ ogv institutions. and economic, social and cultural factors affect-
ing small farm agriculture; and

(4) make extensive use of field testing to adapt basic research
to local conditions.

The subsection requires that special empuasis be placed on dissemi-
nating research to farmers and on institutional and other arrange-
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ments needed to assure that small farmers have effective access to both
new and existing improved technology. ‘

" Subse. *~n {f) provides that careful consideration be given to the
impact of sales of commodities nnder Pablic Law 480 on agricultural
development policies and programs of recipient countries.

Subsection (g) requires that local currency proceeds owned by for-
eign. governments, from sales of commodities provided under Pablic
Law. 480, be used wherever practicable tc carry out the provisions of
section 202.

Background

Tn recognition of the fact that the majority of poor people in devel-
oping countries live in rural areas and are dependent on agriculture
and agricultural-related activities for their livelihoods, the section em-
phasizes rural development and ir creased farm productivity as prin-
cipal means of improving the lives of the peor and contributing to
national development. This sectior. expands the concept now contained
in FAA section 103 to a broader view of rural development, which
takes into account the need for generating rural employment.

In order to improve the efectiveness of development assistance
efforts, section 202 includes a provision requiring the coordination of
nutrition efforts authorized under section 202 and health programs
~_auchorized under section 203. For similar reasons, subsection {f)

* “requires careful consideration of the impact of the sales of commodi-
ties provided under Public Law 480 on agricultural development poli-
cies and programs of recipient countries.

In order to help insure that research funded by programs under the
bill is more relevant to conditions in developing countries and to the
needs of small farmers, subsection (e) (1) includes a requirement that
agricultural research be carried out to the maximum extent practicable
in developing eountries. This provision is not included in the FAA.

Secrion 203

Text

Sgc. 202, Poporariox axp Hearta—{2) The Congress recognizes
that poor health conditions and uncontrolled population growth can
vitiate otherwise successful development efforts. La:ge iamilies in
developing countries are the result of complex social and economic.
factors which change relatively slowely among the poor majority least
affected by economze progress, as well as lack of effective birth control.
Therefore, effective family planning depends upon eccnomic and
sovial change as well as the delivery of services, and is often a matter
of political and religious sensitivity. While every country has the right
to determine its own policies with respect te population growth, volun-
tary population planning programs can make a substantial contribu-
tion to economic development, higher living standards, and improved
health and nutrition. Good health conditions are a principal element
in improved quality of life and contribute to the individual capacity te.
partieipate in the development process.

¢b) (1) In order to increase the opportunities and motivation for
family planning and to reduce the rate of population growth, the Ad-
ministrator 1s authorized to furnish assistance, on such terms and
conditions as he may determine, for population planning. In addi-

23347 T8—2
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tion to the provision of family planning info.mation and services and
the conduct of directly relevant demographic research, population
planning. programs shall emphasize motivation for small families
through but not:limited to, education in responsible parenthood, the
development of roles alternative to motherhood for women, and the
modification of economic and social conditions supportive of the desire
for large families. Population planning programs shall be coordinated
with other programs aimed at reducing the infant mortality rate,
providing better nutrition for pregnant women and infants, and rais-
ing the standard of living of the poor.

(2) There are authorized to be appropriated to the Administrator
for the purposes of this subsection, in addition to funds otherwise
available for such purposes, $- for the fiscal year 1979,
which amount is authorized to remain available until expended.

(e} (1) Assistance under this chapter shall be administered so as to
give particular attention to the interrelationship between {a) popu-
lation growth, and (b) development and overall improvement in liv-
ing standards in developing countries and to the impact of all pro-
grams, projects, and activities on population growth. All appropriate
activities proposed for financing under this chapter shall be designed
to build motivation for smaller families in programs such as educa-
tion in and out of school, nutrition, disease control, maternal and child
health services, agricultural production, rural development, and as-
sistance to the urban poor. _ , _ ‘

{2) The Administrator is authorized to study the complex factors
affecting population growth in developing countries and to identify
factors which might motivate people to plan family size or to space
their children. .

- (@) (1) None of the funds made available to carry out this chaptér
may be used to pay for the performance of abortions as a method of
family planning or to coerce any person to practice abortions.

(2) None of the funds made available to carry out this chapter may
be used to pay for the performance of involuntary sterilizations as
2 method of family planning or to coerce or provide any financial
incentive to any person to undergo involuntary sterilizations. o

* () (1) In order to prevent and combat disease and to improve
health conditions for the great majority, the Administrator is author-
ized to furnish assistance on such terms and conditions as he' may
determine for health, health education, disease prevention, and énvi-
ronmental sanitation. -~ -~ o T
"~ {2) There are authorized to be appropriated to the Administritor
for the purposes of this subsection, in addition to funds otherwise
available for such purposes, $ o for the fiscal year 1979,
which amount is authorized to remain available until expended:™

(f) The provision of health and family planning services throiigh
assistance under this section shall emphasize low-cost integrated de-
livery systems, especially to rural areas and to the poorest people using
paramedical and auxiliary medica! personnel, clinics and health posts,
commercial distribution systems and other modes of community
outreach. ‘ ' I
Purpose _

Subsection 203(a) includes the findings that poor health cdﬁdi-
tirns and uncontrolled population growth ean vitiate otherwise suc-
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cessful development efforts. The subsection also contains the findings
that large families are the result of complex social and economic fac-
tors which change slowly, as well as lack of effective birth controL. The
- Congress concludes that effective family planning depends upon eco-
nomic and social change as well as the delivery of service and finds
that family planning is often a matter of political and religious sensi-
tivity. The subsection states that every country has the right to
determine its own population policies, but the Congress finds that
voluntary population planning programs can make a substantial con-
" tribution to economic development, higher living standards, and im-
proved health and nutrition. The subsection also includes the ﬁndmeg
that good health conditions are a principal element in improv
quality of life and that good health conditions contribute to. the
individual capacity to participate in the development process.

Subsection (b) contains the purposes and the authorization of ap-
propriations for pepulation assistance. The purposes of population
assistance are to increase the opportunities and motivation for family
planning and to reduces the rate of population growth. . ,

The subsection also specifies the areas of emphasis of population as-
sistance and directs that population pianning programs be coordinated
with programs which increase the acceptability such as those aimed at
reducing the infant mortality rate, providing better nutrition for
pregnant women and infants, and raising the standard of living of
the poor. '

Sgggéction (¢) provides that assistance under chapter I1 shall be
administered so as to give particular attention to the interrelationship
between population growth and development and overall improvement
in living standards in developing ccuntries and to the impact of all
programs, projects, and activities on population growth. The subsec-
tion requires that all appropriate activities proposed for finnacing un-
der chapter I be designed to build motivation for smaller families.

. Subsection g:) also authorizes the Administrator to study the com-
plex factors affecting population growth in developing countries and
to identify fsctors which might motivate people to plan family size or
te space their children. : NN

Subsection (d) (1) provides that none of the funds made available
to carry out chapter TI may be used to pay for the performance of
abortions as.s method of family planning or to coerce any person to
practice abortions. Subsection {d)(2) states that none of the funds
made available to carry out chapter II may be used to pay for ithe
performance of involuntary sterilizations as a methed of family plan-
ning or to coerce or provide any financial incentive to any person to
undergo involuntary sterilizations: ‘ -

Subsection (e) provides the purposes and authorization of appro-
priations for health assistance. The purposes of health assistance are
to prevent and combat disease and to improve health conditions for the

creat majority. L A .

Subsection (f) requires that health and family planning services
provided under this section emphasize low-cost integrated delivery sys-
tems, especially in rural areas and to the poorest people through the
nse of means specified in the subsection. -
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The pepulation planning provisions of section 203 are: derived prin-
cipally from FAA sections 104, 114,/and 291. The health provisions are
princzpally derived from FAA section 104(b)-(c).

In-seetion 203, the Congress explicitly recognizes that poor health
conditions: and. uncontrolled population growth can vitiate. develop-
ment, efforts and that the economie, social and physical circumstances.
in-whieh people live directly affect the size of their families. Therefore,
- the section requires close coordination between family planning and

other development efforts in general and health assistance in par-
ticalay, :

_ Tho section changes the emphasis from FAA section 104 which
stresses delivery of contraceptives with less emphasis on other aspects
of population pregrams. Section 203 explains the need for development
assistance programs:bo-address the social and: economic factors which
lead people in developing countries to need and desire large families,

Subsections 203(d) {1) and (2) relating to prohibitions on assist-
ance for abortions and sterilizations are modified versions of FA A
seetion 114. Subsection 203 (d) (1) providesthat none of the funds made
avatable to carry out chapter IT may be used to pay for the perform-
ance of abortions as a method of family planning or to ceerce any per-
son to practice abortions. By contrast, the prohibition in FAA section
114 applies to all programs in part I of the FAA. The principal differ-
ence 1n coverage between chapter IT of the bill and part I of the FAA
is *hat part I of the FAA includes security supperting assistance (by
reference) and American schools and. hospitals abroad, while chapter
IT of the bill does not. In addition, section 203{d) (1) of the bill does
not include the prohibition against motivation of persons to practice
abortions which isineluded in FA A section 114, That prohibition of the
FAA which might call into question the provisions of overall medieal
vice-not related to family planning, is omitted from the bill. New
subsection {d) (1) continued: to ban the use.of funds to pay for abor-
tions-as a method of family- planning, or to coerce any person to
praetice . abortions.

Subsection 203(d) (2), relating to sterilizations, alsoc refers to chap-
ter IT of the bill instead of pregrams inpart I of the FAA. This sub-
section includes a prohibition against providing any finuncial incen-
tive to any person to undergo involuntary sterilization. This is a
change from FAA subsection 114(b) which prehibits providing any
finaneial incentive to any person to-practice sterilizations..

FAA subsection 114(bh) could:be interpreted to mean that no assist-
ance could be provided to proerams whieh pay salaries for doctors
who, among other medical activities, conduct sterilizations, Conse-
quently, the language. is changed from “praetiee . sterilizations” to
“undergo sterilizations.” The intent of FAA ‘subseetion 114 (b) was
also to.prevent the use of incentives to promete involuntary steriliza-
tions. However, since the wor “involuntary” was not repeated, the
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provision could be interpreted: to prevent the provision of incentives

Jor voluntary sterilizations as well.

- "'Sgcriox 204
Text
Sec. 204, EpvcaTion, DEvELOPMENT ADMINISTRATION, AND HoMawn
Resovrces DeveropMeNT.—(a) In order to reduce illi cracy, toextead
basic education, #nd to increase manpower training and organizational
‘eapabilities in skills related $o 'development, the Administrater is au-
therized to Turnish-assistance on such terms:and conditions as'he may
‘Getermine, for education, development sdministration, and human
resource development. There are authorized to be appropriated to the
Administrater fer the purposes of this section, in addition to funds
otherwise gvailable for such purposes,$ ‘for fiseal year
1979, which amount is authorized to remain available until expended.
(b) Assistanee previded under thissection shall be used—
-~ 7 (1) te expand’ and-strengthen nonformal edueation methods,
- espeeially those designed to improve productive skills of rural
- families and the urbsn: poor and to provide them with wseful in-
formation; and o _

{2) to inerease the relevance of formal education systems:to the
needs of the poor, especially at the primary level, through reform
‘of curricula, teaching materials and’ teachire methods, and im-
‘proved teacher traiming;-and '

(3) to stremgthen eapabilities-of country and regional mstitu-
tions with respeet to' pregram planning, management, and tech-
nical expertise to permiit them to address more effectively and
comprehensively problems of poor people and enable the poor

~ to participate in development.
Purpose , _ _
Section 204 (a) contains the authorization cf appropriations and
the purposes of assistance for education, development administration,
and human rescurces development. The purposes of this assistance

‘are to reduce illiteracy, to extend basic education, and to increase man-

‘power training and organizational-capabilities in skills related to
development. : - _ --
Section 204 -(b) provides that assistance under this section shall be
used to expand and strengthen non-formal education methods; to in-
crease the relevance of formal education systems to the needs of the
poor; and to strengthen capabilities of country and regional institu-
tions with respect te program plarning, management, and technical
expertise. : - :
Background _
" The only substantive difference between section 204 and ¥AA sec-
tion 105, from which it was derived, is an increased emphasis on

assistance for improving the ‘adminisirative capability of recipient

countries and regional imstitutions for deévelopment purposes.

S - Sscrox 205
Text R S
- Sec. 205, SerEctep DeveropMeNT Procrams—{a) The Congress

Trecognizes that the diversity and eomplexity of the development proc-
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-ess requires a broad spectrum of efforts beyond the scope of the activi-
ties authorized by sections 202 through 204 of this Act. The Congress
finds that full and effective implementation of United States develop-
ment assistance policy established in section 201 may require the pro-
vision of assistance for activities that complement and enhance pro-
grams authorized by sections 202 through 204 of this Act. Accordingly,
the 4 dministrator 1s authorized to furnish assistance, on such terms
and conditions as he may determine, for the following activities:

. (1) Programs to help developing countries alleviate their en-
ergy problems by increasing their production and conservation
of energy, through such means as research and dev:(}:}pment of
. suitable energy sources including relatively small e, decen-
- tralized, renewable energy sources, conservation methods, collec-
-tion and analysis of information concerning countries’ potential
' supplies of and needs for energy. and pilof projects to test new
or uneonventional methods of production or conservation of en-
ergy, with due priority to be accorded to earliest practicable de-
velopment and use of energy technologies which are environ-
‘mentally acceptable, require minimum espital investment, are
most acceptable to and affordable by the people using them, are
simple and inexpensive to use and maintam, and are widely and
-easily transferable from one region of the world to another.
- (2) Programs for developing and strengthening the capacity
of developing countries to protect and manage their environ-
. ment and natural resources, particularly to maintain and where
-possible restore the land, vegetation, water, and other resources
. upon which depend economic growth and human weil-being,
especially that of the poor.

(3) Programs of research into. and evaluation of, the process
of economic developraent in developing countries and areas, the
factors affecting the relative success and costs of development

~ activities, and into the means, technigues, and such other aspects
of development assistance as the Administrator may deiermine
in order to render such assistance of increasing value and benefit.

(4} Programs in cooperation with developing countries to pro-
mote the development and dissemination of intermediafe and
other technologies appropriate for developing couniries.

(5) Programs of urban development, with particalar emphasis
on adequate housing and related basic services in conjunction
with housing investment guaranties authorized in section 332:
small, labor intensive enterprises; marketing systems for small
producers; and financisl and other institutions which enable the
urban poor to participate in the economic and social develop-
ment of their country.

_(6) Programs of reconstruction following natural or manmade

{7} Programs designed to help solve special problems of de-
velopment in the relatively least developed countries. as deter-
mined by the United Nations Conference on Trade and Develop-
ment, caused by inadequate physical infrastructure, including the
absence of effective transportation and communications systems.

- {8) Programs of technical cocperation and development, par-
ticularly the efforts of regional and international development

organizations.
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(b} There are authorized to be appropriated to the Administrator
for the purposes of this section; ir addition to funds otherwise avail-
shle for such purposes, for the fiscal year 1979 § which
amount is authorized to remain available until expended.

urpose | | -
" Section 205 provides the purposes and authorization of appropria-
‘tions to undertake selected development programs., o
_ In subsection 205(a), the Congress recognizes that the diversity and
complexity of the development process requires a broad spectrum of
efforts beyond the scope of the activities authorized by sections 202
through 204 of the bill. The Congress finds that full and effective im-
plementation of U.S. development assistance policies may require the
provision of assistance for activities that complement and enhance
programs authorized by sections 202 through 204 of the bill. ‘
-The subsection authorizes the Administrator to furnish assistance
for programs: : - ' L
(1) To help developing countries alleviate energy problems by
- increasing production and by conservation of energy;

(2) For developing and strengthening the capacity of develop-
ing couniries to protect and manage their environment and
natural resoureces; ’ '

-~ (8) Of research and evaluation coneerning the process of eco-
nomic development in developing countries; .

(4) To promoie the development and dissemination of inter-
mediate and other techmologies appropriate for developing
countries; '

(3) Of urban development;

(6) Of reconstruction following ratural or manmade disasters;

(7) Designed to help solve special problems of development in
the relatively least developed countries camsed by inadequate
physical infrastructure, and :

(8) Of technical cooperation and development.

Background _ _

Section 205 provides the authorities to undertake selected develop-
ment programs. In this section, the Congress explicitly recognizes that
the achievement of the goals and objectives established in section 201
and the full and effective implemeniation of programs and activities
authorized under sections 202 through 204 may require the provision
of assistance for aciivities authorized in section 205.

The provisions of this section are not intended to limit the furnish-
ing of assistance to simultaneous implementation with programs and
activities authorized under sections 202 through 204. The principal
test of whether assistance authorized under this section may be
provided is one of complementarity with the kinds of p
auwthorized under sections 202 through 204; and the opportumty to
enhance such programs, - '

The most signjﬁcant difference between the bill and the correspond-
ing provisions of the FAA is in subsection 205(2) (5). This subseciion
“ineludes authority for programs of urban development with particular
emphasis on adequaie housing and related basic services in conjunction
with housing invesiment guaranties authorized under section 332 of
the bill, The FAA includes no such reference. Subsection 205(a) (5)
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| Feprosonts a mbstantial expansicn of authority (other than: gua,mni:y
_ awbiforzty} *tom&eﬂ}aks urban h@uﬁmg pmgrams.

S@c'ﬂe:a. 2@6 L
Tewt :
- SEc. 206, Asszsmwcn 1o UNTTED STATES ResearcE AND EDUCATIONAL
INSTrroTioNs.—N ot fo: exceed $. : of #unds made avail-

-able ir; any fiscal year tnder this éhanter may be- tised for assistamice,
‘on such terins and conditions as the Administrator may specify, to
. Tesearch-an Jducaﬁmna.l tnstitutions in the United States for the’ pur-
,pose -of str. Lhening’ “their eapacxty ‘to develop and carry eit pro-"
grams concer.ed with the ecenomic a.nd social . development of de-
vélopmg couatmes.

iministeation to-assist U.S. educational
and research institutions to strengthen their capacity to @evelop and

‘carry ofit' progisnis -eoncériied Wwith the ‘econeriic ‘anrd social develop-

ment of develéping countries. The" subseetzen alse provides a del-
lér Limiton’ ﬁhe ammfr ef fumis S0° used m any fisedl yea,r.

Baakgmozmd
This section correspeads to.section -211{d) in the FAA. In fiscal
year 19"’7 AID commitéed $3.7 milkion o this, pr@gra.m.

SECTION 2@7
Tewt

Sec. 207. CosT-SHarRING AND Funpine Lmmrs—(a). No ass1stance
‘may be furnished by the Uaited States Government to a country
under sections 202 thr*eugh 205-6f ti’s Act uniil the country. provides
-assurances to the Administrator, and the Administrater is satisfied,
that such country makes a significant contribution te the cost of the
ent1re program, project, or: actlmty with respeeb to'which such assist-
ance is to be furnished. A significant contribution may be financial
or “in kind,” such as provision of personnel or other local resgurces
needed for the execution of the program or project. .

(b) No grant assistance shall be disbursed by the United’ States
Goverument under’ sections 202 throngh 205 for a project, fora period
exceeding four consecutive years, without further justification satis-
factory to the Cemngress and . efforts being ‘made to cbtain increased
sources of ﬁnancmo mthm the reczplent country.

Purpose. : ,
“Subsection (a). p“owdes that no grant or ioan assistance may be
-furnished to'a country under sections 202 through 205 until the coun-
try provides satisfactory assurancestothe Administrator that the coun-
try will ' make 2 significant contribution to the cost ef the entire pro-
gram, project, or activity for which the assistance is to be furnished.
"The significant con‘i;mbutwn may- be financial or “m kind,” and shéuld
relate tothe ability of a developing country tocontribute. .
- Subsection (b} provides that no-grant asssistance shall be dzsbnrse&
bv the U.S. Geovernment nnder-sections 202 through 205 for a project
“for'morethen 4 consecutive years:without further justification satis-
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© factory to the Congress and without efforts being made to obtain

. inereased. sources ot financing for the project within the vecipient
_ tr.y.’-' . :

Background o | -

. Subsection 207{a) requives thas recipient countries share the cost
of projects. This is-intended to serve a dual purpose. First, it reduces
the .S, financial share. Second, the subsection is intended fo serve
as a.test of the commitment of the recipient government to the proiect.
. The second purpose ineludes the recognition that the.interest and com-
mitment of the recipient government is a key element in the success or
failure of a project. The level of the contribution should be related to
the capacity of the country. , _

" Subsection 207(a) does, however, take into account the range of
financial circumstances which prevail among recipient countries. For
instanee, it provides that the required significant contribution may be.
made “in kind.” “In-kind” eontributions might include the provision
of personnel or other local rescurces needed for the execution of the
program or project. | :
~ Subsection 207(a) was derived from FAA section 110(a), which
provided that the contribution of the recipient country must be at
Jeast 25 percent. FAA section 110(2) also provided a waiver for rela-
tively least developed countries based on the UNCTAD. This waiver
is not inclnded in section 207(a) of the bill, but a similar provision is
contained in section 208(d). ,

Subsection 207 (b) applies only to grant assistance provided under
sections 202 through 205. The provision limits the length of time the
United States may finance a grant project without further congres-
sional review and without efforts to find alternate sources of financing.

" This subsection was derived from FAA section 110 {(b). FAA sec-
tion 110(b) limits U.S. contributions to 36 consecutive months, while
section 207(b) of the bill provides a 48-month limit. Like FAA section
110(b), section 207 (b) applies to grant assistance furnished for capi-
tal projects, such as construction, but will not affect technical aid.

FAA section 110(b) also provides that efforts to obtain financing
include other foreign countries and multilateral organizations. See-
tion 207(b) of the bill refers only to sources within the recipient

country.

Tewt

Sgc. 208. Reratevery Least Deverorep Cooxtries—(a) Coun-
tries determined to be relatively least developed based on the United
Nations Conference on Trade and Development list of “relatively-
least developed countries” are characterized by extreme poverty. very
limited infrastructure, and limited administrative capacity to imple-
ment basic human needs growth strategies. In such ecountries special
measures may be necessary to insure the full effectiveness of assistance
farnished under sections 202 through 205. ' '
_(b) For the purpose of promoting economic growth in these coun-
tries, the Administrator is authorized and encouraged, notwithstand--
ing any other provision of the law, to make assistance under this ¢hap-
ter: available:on a grant ‘basis to the maximum eéxtent that is consistent
with the attainment of United States development objectives.

Szcriow 208




{c) The Congress recognizes that the relatively least develo
countries have virtually no access to private international capital
markets, and that action to ease their debt service burden arising from
official development assistance will be most unlikely to affect the
operations of the private banking system. Insofar as possible prior
assistance terms should be consistent with present grant assistance
terms for relatively least developed countries. Therefore, the Ad-
ministrator may on a case-by-case basis, taking into account the bal-
ance of payments situation of each relatively least developed country,
and notwithstanding the provisions of section 767 (¢), waive interest
bayments on past indebtedness incurred under this Act and pred-
ecessor legislation, and direct that payments on principal due on
such past indebtedress be paid, in equilavent amounts in local cur-
rencies as determined by the official exchange rate for United States
dollars, into local currency accounts. Such funds shall be used by
the. de?elopmg country, with the concurrence of the Administrator,
for activities which are consistent with section 201.

(d) The Administrator may waive all or pari of the requirements
of section 207(a) on a case-by-case basis for financial or “in kind”
contributions in the case of projects or activities in relatively least
ggge(ﬁo)ped countries which might otherwise be required by section
207(a).

(e) Section 207(b) shall not apply with respect to grants to relative-
1y least developed countries, '

(f) Notwithstanding the provisions of section 742 the Administra-
tor may, in concert with other donors, waive procurement reguire-
ments with respect to the relatively least developed countries so that
they are able to purchase needed goods and services on the most favor-
able terms on a worldwide basis. The Administrator shall submit a
report to the Congress on the efforts to achieve a concerted procure-
ment policy with donors of the Overseas Economic Cooperation and
Development countries, and its estimated effect on the United States
economy, in the annual report to the Congress required by section 781.
Purpose

This section provides special authorities to adapt U.S. bilateral as-
sistance to the special economic circumstances of the least developed
countries. :

Throughout this section, and elsewhere in the bill, reference is made
to che list of relatively least developed countries prepared by the
United Nations Conference on Trade and Development. This list is
revised periodically, and it is on the basis of this list that the Ad-
ministrator determines for purposes of this section which countries
are relatively least developed.

Subsection 208(a) states that countries determined by UNCTAD
are characterized by extrems poverty, very limited infrastructure, and
Iimited administrative capacity to implement basic human needs
growth strategies. In such countries special measures may be neces-
sary to insure the full effectiveness of assistance furnished under sec-
tions 202 through 205. ¥ :

- Subsection 208(b} authorizes and encourages the Administrator,
notwithstanding any other provision of the law, to make assistance
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provided under chapter IT available on & grant basis to the maximum
extent consistent with the attzinment of T.S. development objectives.

Tn subsection 208{c), Congress recognizes that relatively least devel-
oped countries have virtually no aceess to private interaational capital
markets. The Congress also recognizes that action to ease the debt
serviee burdens arising from official development assistance will be
most unlikely to affect the operations of the private banking system.
Insofar as possible. prior terms of assistance shoulid be made consistent
with present grant assistance terms for relatively least developed coun-
tries. Therefore, the subsection provides the Administrator with the
anthority to waive interest payments on past indebtedness ineum
under this bill and predecessor legislation, and the authority to direct
that payments on prineipal due on such past indebiedness be paid, in
equivalent amounts in local currency as determined by the official
ex oe rate for [.S. dollars, into local currency accounts. These
funds shall be used by the developing country, with the concurrence of
the Administrator, for activities which are consistent with section 201
of the bill. The Administrater is to utilize these authorities on a case-
by-case basis, taking into account the balance-of-payments situation of
each relatively least developed country. These authorities are provided
notwithstanding the provisions of section 767(c) of the biil which
prohibit granting relief of liability for the repayment of any part of
the principal of or interest on loans made nnder authority of this bill
orofthe FAA,

Subsection 208(d) provides the Administrator with the anthorify
to waive on a case-by-case basis, for relatively least developed countries,
all or part of the requirements of section 207{a) relating to significant
contributions by recipient governments.

Subsecetion 208{e) states that section 207 (b), relating to the £-year
limitation on grant assistance, does not .pply with respect to rela-
tively least developed countries.

Subsection 208(f) provides that notwithstanding the provisions of
section 742 relating to procurement, the Administrator may, in concert
with other donors, waive procurement requirements with respect io the
relatively least developed countries so that they are able to purchase
needed goods and services on the most favorable termson a worldwide
basis. The subsection requires the Administrater to submit g report fo
the Congress on the efforts to achieve a eoncerted procurement policy
with donors of the Organization for Economic Cooperation and Devel-
opment countries. and its estimated effect on the U.S. economy, in the
annaal report to the Congress required by section 781.

Barckground

A major emphasis of the bill is to indicate that countries at differ-
ing stages of development require different forms of deveiopment
assistance (see. for example, sec. 102). Section 208 provides g series
of special measures for the peorest developing countries which are
recipients of [1.S. development assistance.

Several provisions are not new. Subsection 208({b) is based on FAA
subsection 102{e}. Subsections 208 (d) and {e) are substantively
identical to portions of FA A subsections 110 {2) and (b), respectively.

Subsection 208{c), on debt, is new. The International Develop-
ment and Food Assistance Act of 1977 added section 102{e) to the
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FAA, authorizing the President to provide grant assistance to the
poorest developing countries to the maximum extent. This section has
been incladed as subseetion 208(b} in the bill. As it would be some-
what anomalous to maintain a policy of grants to the poorest coun-
tries while still collecting payments for past debts, subsection 208(c)
aliows the Adminisirator to waive interest payments on those debts
and to accummlate payments of principal into local curreney accounts
which can be ezpended on development projects approved by the
Administrator. This would bring past policy into conformity with
carrent policy. The RLDC’s debts to the United States resulting from
programs under the FAA or predecessor legislation amounts to $512
miilien as of the end of 1977, which has a discounted present value of
appreximately $170 million. Debt service payments for 1978 amount
to $6.8 million. They will peak in 1990 at $27 million. Developing coun-
tries which account for most U.S. official debt—India, Pakistan, and
Egypt—are not ameng the list of relatively least developed.

Subsection 208(f) is also new. Under current AID peiicy, grant
funds for the relatively least developed couneries may be utilized for
proeurement in the United States or devel~»ing country. Subsection
208(f) would continue this policy, but would also allow procurement
from developed eountries on a reciprocal basis. Under the FAA, pro-
curement from other developed countries can only take place on the
basis of a special waiver (FAA 604(2)) which is now contained in
section 742(a) of the bill. The most logical means of obtaining sach
reciprocal procurement policy treatment among donor countries would
be through a common agreement among the OECD countries. The
section requires a report by the Administrater of the likely effects on
the T.S. economy of such a common agreement.

SecTiox 209
Text

Sec. 209. Samer, DeEvELorMENT Proerav.—(a) The Administrator
is authorized to furnish assistance, on such terms and conditions as he
may determine. for the long-term development of the Sahel region.
Assistance furnished under this section shall be in accordance with a
long-term, multidonor development plan which calis for equitable bur-
den sharing with other denors and shall be furnished, whenever appro-
priate, in cooperation with an international coordinating mechanism.

(b} The Admimistrator shall prepare an annual report on the
Sahel development program concerning the aliocation of the United
States contmbution to the program, the extent of the contributions
from other donor countries, the effectiveness of the integrated effort
through the Club du Sahel, and the progress made in achieving the
objectives of the prugram.

(¢) There are authorized to be appropriated to the Administrator
for purposes of this section, beginning in the fiscal year 1978, in addi-
tion to funds otherwise available for such purpeses. $200,000.000.
Amounts appropriated under this. section are authorized io remain
available until expended. '

Purpose o

Subsection 209(a) provides the authoriiy to furnish assistance for

the long-term development of the Sahel region. The assistance fur-
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nished under this sectien shall be in accordance with a long-term,
multidoor development plan which calls for equitable burden-sharing
with other donors and shall be furnished, whenever approepriate, 1n
coopergtion with an isternstional coordinating mechamsih.

Subseetion 209(b) requiresithe Administrater to prepare an aanual
report on the Sahel development pragram cencerming the allocation
of U.S. contributions to the program, the extent of the coniributions
from other donor countries, the effectiveness of the integrated effoit
through the Club du Sahel, and the progress made in achieving the
objectivesof the program. . _

Subsection 209(c) authorizes to be appropriated to the Adminis-
trator for the purposes of section 209, beginning in fiscal year 1978,
%200 millien with amounts appropriated under this'section authorized
toremain-available until expended. .

Boeckground

- Section 209 provides the authorities for the Sahel development pro-
gram. The section is derived from FAA section 121. FAA section 120
provided for planning a long-term development program for the
Sahel. The planning having been undertaken. the section is no longer
necessary. Of the $200 million authorized; $50 million was appropri-
ated in fiseal year 1978.

Trrie IT—StREXGTRENTNG INSTITCTIONAL CAPACITY FOR
- AGRICGLTURAL DEVELOPMENT

SecTion 221

Text

Skc. 221, Gexerar Provisions.—(a) The Congress declares that the
United States should strengthen the capacities of the United States
land-grant and other eligible universities in program-related agricul-
tural institutional development and research, consistent with section
202, should improve their participation in the United States Govern-
ment international efforts to apply more effec:* v agricultural sciences
to the goal of increasing world wood productio:., 1nd. in general, should
provide increased and longer term support to the application of
science to solving food and nutrition problemsof the developing coun-
tries.

The Congress so declares because it finds—

(1) that the establishment, endowment. and continuing sup-
port of land-grant universities in the United States by Federai,
State, and connty governments has Ied to agricultural progress in
this country; ' ' ' - _

(2) that land-grant and other universities in the United States
have demonstrated over many yvears their abilitv to cooperate
with foreign agricultural institutions in expanding indigenous
food production for both domestic and international markets;

(3) thsat. in 2 world of growing population with rising expecta-
tions. increased food production and improved distribution. stor-
age, and marketing in the developing cotuntries is necessary not
only to prevent hunger but also to build the economic base for
growth, and moreover, that the greatest potential for increasing
world foed supplies is in the developing countries where the gap
between food need and focd supply is the greatest and current
vields are lowest ;
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" (4) that inereasing and making more secure the supply of food
‘is o{dgreatest ‘benefit to the poorest majority in the developing
world; : :

(5) that research, teaching, and extension activities, and appro-

- “priate institutional development therefor are prime factors in n-
" creasing agricultural production abroad, as well as in the United
States, and in improving food distribution, storage, and market-

? -

{6) moreover, that agricultural research abroad has in the
past and will continue in the future to provide benefits for agri-

~ culture in the United States and that increasing the availability

“of food of higher nutritional quality is of benefit to all ; and
“ (7) that universities need a dependable source of Federal fund-
ing, as well as other financing, in order to expand, or in some cases
to continue, their efforts to assist in increasing agricultural pro-

.. duction in developing countries.

(b) Accordingly, the Congress declares that, in order to prevent
famine and establish freedom from hunger, various components must
faeclbx_rqught together in order to increase world food production,
including— ' ‘

" (1) strengthening the capabilities of universities to assist in
increasing agrieultural production in developing countries;

(2) institution-building programs for development of natienal
and regional agricultural research and extension capacities In
developing countries which need assistance;

(3) international agriculturalresearch centers;

(4; contra,cii; research; and

(5) research program grants.

(¢} The United S%ates should— .

(1) effectively involve the United States land-grant and other
eligible universities more extensively in each component; _

S %ﬁ) provide mechanisms for the universities to participate and

- advise in the planning, development, implementation, and admin-
istration of each component; and _ :

(8) assist such universities in cooperative joint efforts with—

(A) agricultural institutions i developing countries, and
(B) regional and international agrig;%tural research
centers, : _ _ |

- directed to strengthening their joint and respective capabilities
-and to e e them more effectively in research, teaching, and
extensive -activities for solving problems in food production, dis-
tribution, storage, marketing, and consumption in agriculturally

. underdeveloped countries. :

{d) As used in this title, the term *“universities” means those col-
leges. or universities in each State, territory, or possession of the
United States, or the District of Columbia, now receiving, or which
may hereafter receive, benefits under the Act of July 2, 1862 (known
as the First Morrill Act), or the Act of August 30, 1830 (known as the
Secend Morrill Act), which are commonly known as land-grant uni-
versities; institutions now designated or which may hereafter be desig-
nated as sea-grant colleges under the Act of October 15, 1966 (known
as the National Sea Grant College and Program Aect), which are com-
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monly known as sea-grant colieges; and other United States colleges
and universities which— - .
(1) have demonstrable capacity in teaching, research, and

- extension activities in the agricultural seiences; an-!

(2) can contribute effectively to the attainment of the objec-
- tives of tis title. ' :
Purpose o

‘Subsection 221 (a) contains a congressional declaration that, in order
to prevent famine and establish freedom from hunger, the United
States should strengthen the capacities of land-grant and other U.S.
universities eligible under this title in program-related agricultural
institutional development and research; should improve the partici-
pation of these universities in U.S. governmental efforts internation-
ally to apply agricultural sciences more effectively to increasing world

ood production; and should provide increased and longer term sup-
port to the application of science to solving developing countries’ food
and nutrition problems. The strengthening of university capacities is
to be consistent with section 202 of the bill, which sets forth develop-
ment assistance policy for agriculture, rural development, and nutri-
tion and for agricultural resezrch. u _

The declaration is based on congressional findings that (1) gov-
ernmental creation and support of land-grant universities has pro-
moted U.S. agricultural progress; (2) U.S. universities long have
shown their ability to cooperate with foreign agricultural instifutions
in expanding food production abroad; (3) the greatest potential for
increasing food production is in the developing countries, and that
such increase is necessary not only to prevent hunger but to build the
base for economic growth; (4) increasing the supply and security of
supply of food is o%rgreatest benefit to the poorest majority in the de-
veloping world; (5) research, teaching, and extension work, and in-
stitutional development to this end are prime factors in inereasing food
production abroad; (6) agricultural research abroad has and will con-
tinue to provide benefits for 1J.S. agriculture and food benefits to all;
and (7) universities need a dependable source of Federsl and other fi-
nancing in order to expand or continue their efforts to help in increas-
ing agricultural production in developing countries.

In subsection 221(b) Congress declares that various components
must.be brought together to increase world food production, includ-
ing: (1) strengthening the capabilities of universities to aid in increas-

_ing agricultural production in developing countries; (2) institution-
building programs in developing countries which need assistance; (3)
international agricuitural research centers; (4) contract research; and
{5) grants for research programs. '

In reference to (1) above, capacity-strengthening assistance to uni-
versities under this title is to relate only to overseas development
responsibility and is to be Iimited to instances where university capac-
ity is clearly lacking and is clearly required for the purposes of this
title.. The reference to need for assistance in (2) of this subsection
relates to financial need, the intent being to rule out such assistance
under this title to couniries such as oil-exporting states which do not
require external financial aid. :
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- Subsection 221(c) calls'on thie United Statesto (1) involve U.S. nni-
versities more extensively in each component ramed in subsection 221
(b) ; (2) provide mechanisms for the eligible mniversities to partici-
pate and advise on the planning, development, implementation, and
administration of each component; and (3) assist the universities mn
cooperative joint efforts with agricultural institutions in developing
nations, and with regional and international agricultural research
_centers, these efforts being directed to strengthening their capabilities
to engage more effectively in research, teaching, and extension work
for solving food production, distribution, storage, marketing, and
‘consumption problems in agriculturally underdeveloped nations.

Subsection 221(d) defines the term “universities” as used in this
title. The term means those colleges or universities throughout the
‘Traited States and its possessions which receive benefits under the First
or Second Morrill Acts, commonly known as “Iand-grant” universities,
and other U.S. universities which (1) have demonstrable capacity i
teaching, research, and extension activities in the agricultural sciences,
and (2) can contribute effectively fo the objectives of this title.
" The term “extension activities” in subparagraph (1) of this sub-
section ineludes such activities as training, educational and technical:
assistance fo farmers; field trials; operation of demonstration farms;
field days for farmers, homemakers, or youth; extension courses for
noncollege eredit; and educational and fechnical workshops. Tt does
not mean that a university must have a Cooperative Extension Service
as established under the Qumith-Lever Aect of 1914, It does mean that
the university must have “demonstrable capacity” and experience with
crtension activities and their interrelationship with teaching and
research.
Background

This section is essentially identical to section 206, Reference to a
specific goal to “prevent famine and establish freedom from hunger”
has been deleted, so that the title more-closely reflects the broader goals
ofsection 202 : %A griculture and Food Production, Rural Development
and Nutrition.” .

SgcTroN 222
Text : -

Src. 999, Gexeran AvTHORITY () To carry out the purposes-of
this title, the Administrator is authorized to provide assistance on such
terms-and conditions ashie shall-deteérmine— '

(1) to-strengthien the capabilities of universities in teaching,
research. and ‘extension work te ensble them to implement edrrent
programs authorized by paragraphs (2) through (3}, and those
proposed in the report reguired by section225;

(2) to baild and strengthen the institutional capacity and
uman resousces skills of agricaiturally developing coumtries so
thai such countries may participate more fully ini the international
agricultural problem-solving effort and to introduce and adapt
new selutions to loeal circumstances; .
© {3) fo provide program support for long-term collaborative
university research on food production, distribution, storage,
marketing, and consumption;
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{4)-to invelve universities more fully in the international net-
work of agricultural science, including the international research
 centers, the activities of interaational organizations such as the
- United Nations Development Program and the Food and Agri-
culture Organization, and the institutions of agriculturally devel-

- oping nations; and . S A o o

(5) to provide program support for international agricultural
research centers, to provide support for research projects identi-
fied for specific problem-solving needs, and to develop and

- strengthen national research systems in the developing countries.
(b) Programs under this title shall be carried out so as— :
", (1) utilize and strengthen the capabilities of universities in—

' (A) developing capacity in the cooperating country for

classroom teaching in agriculture, plant and animal sciences,
. human nutrition, and vocational and domestic arts, and other

- relevant fields appropriate tolocal needs;

(B) agricultural research to be conducted in the cooperat-
ing countries, at international agricultural research centers,
or in the United States; : _ _

(C) the pianning, initiation, and development of extension
services through which information concerning agriculture
and related subjects will be made available directly to farmers
and farm families in the agriculturally developing countries
by means of education and demonstration; or ,

(D) the exchange of educators, scientists, and students for
the purpose of assisting in successful development of the
cooperating nations;

(2) take into account the value to the United States agriculture
of such programs, integrating to the extent practicable the pro-
grams and financing authorized under this title with such pro-

grams as are supported by other Federal or State resources so as
fo maximize the contribution to the development of agriculture
in the United States and in agriculturally developing nations;
and '

(3) whenever practicable, build on existing programs and insti-
tutions, including those of the universities and the Departments
of Agriculture and Commerce.

(¢) To the maximum extent practicable, activities under this section
shall— '

{1) be designed to achieve the most effective interrelationship
among the teaching of agricultural sciences, research, and exten-
sion wWork;

(2) focus primarily on the needs of agricultural producers;

(3) be adapted to local circumstances; and
(42 be carried out within the developing countries.

Purpose
Subsection 222(a) authorizes the Administrator to provide assist-
anee on such terms and conditions as hé shall determine, to:
- (1) Strengthen the capabilities of universities in teaching, re-
. 'search, and extension work to enable them to earry out current
. programs authorized by paragraphs (2), (3), (4), and (5} of
- this subsection, and those projected for the next 5 years as men-
23-347—T78—3
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ticned in the annual report required by section 225 of this title.

(2) Build the institutionai and human resource capacities of
developing countries so thev can participate more fully in the
international agricultural problem-solving effort and supply new
solutions to local circumstances; -

(8) Provide support for long-term research on food production,

* distribution, storage, marketing, and consumption, which is un-
dertaken by universities in a collaborative manner.

- {4) Involve universities more fully in the international net-
work of agricultural science, including activities of the interna-
tional resesrch centers and international organizations such as
the United Nations Development Program and the Food and
Agriculture Organization, and with the institutions of agricul-
turally developing nations;

{5) Provide support for international agricultural research
centers, for research projects designed to solve specific problems,

“and to develop and strengthen national research systems in devel-
oping countries. | '

Subsection 222(b) requires that programs under this title shall be
carried out so asto: '

(1) Use and strengthen the capabilities of universities in (4)
developing capacities in the developing nations for teaching in
agriculture and relevant fields appropriate to local needs: (B)
agricultural research in the developing countries. at interna-
tional agricultural research centers, or in the United States; (C)
the planning, initistion, and development of exiension services
in developing nations; or (D) educaticns! and scientific exchanges
for assisting in development in developing countries;

{2) Take into account the value of such programs to U.S. ag-
riculture, integrating them so far as practical with other T.S.
Federal- or State-supported programs sc as to maximize their
contribution to agrienitural development in the United States
and in tho developing countries; and

{3) Build on existing programs and institutions including those
of the upiversities and the U.S. Department of Agriculture,
whenever practicable. '

Subsection 222 (¢) reguires that fo the maximum practicable extent,
the aciivities under this section shall {1) be designed for the most
effective interrelationship beiween teaching, research, and extension
work in agriculture, (2) focus primarily on the needs of farmers,
angd (3) be adapted to local circumstances.

Background ,
Section 222 is essentially identical fo FA A section 207,

SecrroN 223

Text

Spce. 222. Boasrp FOR INTERWATIONAL. Hoop axp Agmictisore
Deveroement.—~-(a} To assist in the administration of the programs
authorized by this title, the President shall establish a permanent
Board for International Food and Agriculiural Developmert {(here-
after in this title referred to as the “Board”) consisting of seven
members, of whom not less than fonr to be shall be appeintad from
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. the universities. Terms of members shail be set by the President at

o ~ the time of appointment. Members of the Board shall be entitled to

G e T e AL - -

such reimbursement for expenses incurred in the performance of their

 duties (including per diem in lien of subsistence while away from

their homes or regular place of business) as the Administrator deems
appropriate. _ :
{b) The Board’s general areas of responsibility shall include, but
not be limited to—
(1) participating in the planning, development, and imple-
~ mentation of,
(2) initiating recommendations for, and
(3) monitoring of, '

. ‘the activities described in section 222.

(¢) The Board’s duties shall include, but not necessarily be limited
to— o
(1) participating in the formulation of basie policy, procedures,
and -criteria for preject proposal review, selection, and
' monitoring;
(2) developing and keeping current a roster of universities—
(A) interested in exploring their potential for collabora-
tive relationships with agricultural institutions, and with
scientists working on significant programs designed to in-
crease food productionin developin% countries,
{B) having capacity in the agricultural sciences,
{C) able to maintain an appropriate balance of teaching,
research, and extension funcfions, - (
(D) having capacity, experience, and commitment with
respect to international agricultural efforts, and :
(E) able to contribute to solving the problems addresse
by this title;

(3) recommending which developing countries could benefit
from programs carried out under this title, and identifying those
nations which have an interest in establishing or developing
agricultural institutions which engage in teaching, research, or
extension activities; :

(4} reviewing and evaluating memoranda of understanding or
other decuments that detail the terms and conditions between the
Administrator and universities participating in programs under
this title;

{5) reviewing and evaluating agreements and activities author-
ized by this title and undertaken by universities to assure com-
pliance with the purposes of this title;

(6) recommending to the Administrator the apportionment
of funds under section 222 of this title; and '

¢7) assessing the impact of programs carried out under this
title in solving agricultural problems in the developing countries.

(d) The Administrator may suthorize the Board to create such
‘subordinate units as may be necessary for the performanece of its duties,

~ inclading but not limited to the following:

(1) a Joint Research Committee to participate in the. admin-
istration and development of the coilaborative activities described
in section 222(a)(3); and . |
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- 0(2).a Joint Committee on Country Programs which shall
¢ assist-in the implementatioin ef the bilateral activities deseribed
- in sections 222{a) (2),222(a) (4). and 222(a}(5). IR

- {e) In-addition to any other functions assigned to and agreed to'by
the Board, the Board shall be consulted in-the preparation of the
annual report required by section 225 and on other agricultural devel-
opment activities related to programs under this title. ’

Purpose . '

Subsection 223 (a) states that the President shall establish 2 Board
for International Agricultural Development to assist in administer-
ing the programs authorized by this title. The Board is to consist of
seven members. Not less than four are to be chosen from the universi-
ties. One of the seven shall be from a non-land-grant university. The
Board is to be permanent, and thus not subject to the 2-year expiration
requirement of the Federal Advisory Commitiee Act. The President is
to set terms of members at the time of appointment. Board members
will be entitled to reimbursement for expenses incurred in performanes
of their duties. - . o : _

_ .- Subsection 223(b) includes in the Board’s responsibilities the par-
ticipation in the planning, development, and implementation of the ini-
tiation of recommendations for, and the monitoring of, the activities
set forth under section 222 (General Authority) of this title.

Subsection 223 (¢) includes in the Board’s duties: (1) participation
in formulating policy, procedures, and criteria for project proposal
review, selection, and monitoring; (2) maintaining a current roster of
nniversities interested in and capable of partaking in pr under
this title; (3) recommending which countries could benefit from pro-
grams under this title and identifying countries interested in develop-
Ing agricultural institutions for teaching, research, or extension work;
(4) reviewing agreements between the Administrator and universities
engaged in programs under this title; (5) reviewing sctivities by

“untversities under this title to assure compliance with the title’s pur-
poses; {6} recommending to the Administrater the apportionment of
funds under section 222 of this title; and (7) assessing the impact of
programs under this title in solving developing countries’ agricul-
tural problems.

Under subsection 223(d) the Administrator may authorize the
Board to create such subordinate units as may be necessary for the
performance of its duties, including:

(1) A Joint Research Committes, to take part in the adminis-
tration and development of programs for long-term collaborative
research described in section 222(a) (3) of this title; and

(2) A Joint Commititee on Country Programs, {o assist in im-
plementing the bilateral activities described in sections 222(a) (2),
2292(=z) (4), and 222(a) (5) of this title.

Additionally, under subsection 223 (e), the Board is to be consulted
in the preparation of the annual report required by section 225 of
this title and on other agricultural development activities related to
programs under thistitle, _— :
Background S R o

Section 223 is essentially identical to FAA 298.
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Skc. 224. AvtHoRIZATION.~—(2) The Administrator is authorized to
use any of the funds made available under section 202 to carry out
the purposes. of this title. Funds meda available for such purposes
may be used without regard to the provisions of sections 206 and
207(b) of this Act.

(b) Foreign currencies owned by the United States and determined
by the Secretary of the Treasury to be excess to the needs of the
United States shall be used to the maximum extent possible in leu
of dollars in carrying out the provisions of this title, '

(c) Assistance authorized under this title shall be in addition to any
allotments or grants that may be made under other authorizations.

(d) Universities may accept and expend funds from other sources,
public and private, in order to carry out the purposes of this title. All
such funds, both prospective and inhand, shall be periodically dis-
closed to the Administrator as he shall by regulation require, but no
less often than in an annual report.

Purpose - :

Subsection 224(a) authorizes for the purposes of this title any funds
made available under section 202. Funds for these purposes may be
used without regard to section 206 on assistance to U.S. research and
educational institutions.

‘To allow for long-term funding needed for programs under this
title and to encourage support by others, including the university com-
munity, funds under this title are exempted from the 4-year funding
Iimitation contained insection 207 (b). - .

Subsection 224(b) provides that foreign currencies owned by the
United States and determined by the Secretary of the Treasury to be
excess to the needs of the United States shall be used to the maximum
extent possible in lieu of dollars in carrying out programs under
thistitle. ' ‘

Subsection 224(¢) provides that funding authorized under this
title shall be in addition to any allotments or grants from other
authorizations. ' ‘

Subsection 224(d) provides that universities may receive and spend
funds from other sources, public and private, to carry out the purposes
of this title. However, all such funds shall be disclosed to the Admin-
istrator periodically, and at least once a year. : :

1t is intended that to the maximum extent possible, funds under.
this title will bé spent in reeipient countries and within recipient
countries at the field level. Assistance to universities is to be limited.
to whers clearly required for purposes of this title.

Background | . .
- Section 224 is essentially identical to FA A section 299.

Sectiox 225
- Sec. 225. Axxoar Reporr.—The Administrator shall transmit to the
Congress, not later than February 1 of each year, a report detailing
the activities carried out pursuant to this title during the preceding
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~fiscal year and containing a projection of programs and activities to
‘be conducted during the subsequent five fiscat years. Such report shall
contain a summary of the activities of the Board established pursuant
to section 223 and may include the separate views of the Board with
respect to any aspect of the programs conducted or proposed to be
conducted under this title.

Purpose . . '

This section requires the Administrator to transmit a repori to

- Congress no later than February 1 each year. The report is to detail
the activities carried out under this title during the preceding fiscal

year, and to contain a projection of programs and activities to be

conducted over the ensuing 5 fiscal years. Each report shall contain a
- summary of the Board’s activities, and can include separate views of
- the Board concerning any aspect of the programs under this title.

Background |
Section 225 is-essentially identical to FAA seci.on 300.

Trree ITI—Agcriconroran CoMMODITIES FOR PEACGE
' AND DEVELOPMENT :

= Sectroxn 231

Text
Sec. 231. PrograMineg axp ApministratioN.—Congress reaffirms

that the agricultural abundance of the United States shall continue to
be used for, among other purposes, combating hunger and malnutri-
tion and encouraging economic development in developing countries.
The Congress finds that assistance through provision of agricultural
commodities pursuant to the Agricultnral Trade Development and
Assistance Act of 1954, as amended, is a significant element in the
‘overall international development strategy of the United States and
that such assistance shall be furnished in coordination with, and
wherever feasible, to complement assistance activities authorized un-
der this Act. Accordingly, the Administrator shall insure that pro-
graming and furnishing of such agricultural commeodities for
purposes of development, or any local currencies generated from au-
thorized sales programs thereof, shall benefit the efforts of the poor

people of the developing countries to improve their Iives and their
capacity to participate in the development of their countries.

Purpose

In section 231, Congress reaflirms that the agricultural abundance
of the United States shall continue to be used for, among other pur-
poses, combating hunger and malnutrition, and encouraging eco-
- nomic-development in developing countries.

The Congress finds that assistance provided pursuant to the Agri-
cultural Trade Development and Assistance Act of 1954 (Public
Law 480) is a significant element in the overall international develop-
_ment strategy of the United States. Section 231 provides that assist-
ance furnished under Public Law 480 shall be furnished in coordina-
tion with, and wherever feasible, to complement, assistance activities

suthorized under the bill.
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- The Congress directs the Administrator to insure that programing

and furnishing of such agricultural commodities for purposes of de-

‘velopment, or any local currencies generated from authorized sales

programs thereof, benefit the efforts of the poor people of the develop-

' Ing countries to. improve their lives and their capacity to participate

in the development of their countries.
Background
‘This section is intended to reaffirm that the agricultural abundance

~ of the United States will continue to be used to help combat hunger

and malnutrition, and encourage economic development in develop-

ing countries. The section is intended to establish that the provision
of agricultural commodities through Public Law 480 is a significant
element in U.S. development policy which should complement and
be coordinated with development strategy.

This section is included in the bill because at times the provision of
agricultural commodities has neither complemented nor been co-
ordinated with international development strategies, thersby reducing
the effectiveness of both food assistance and development assistance
efforts.

SecTION 232
Text

Skc. 232, AparnisTrATION OF Foop Doxartox Procrams.—The Add-
ministrator is authorized to perform the functions which the President
hae heretofore been authorized to perform under sections 201, 202,
2C=, end 206 of title IT of the Agricultural Trade Development and
Assistance Act of 1954, as amended. "
Purpose

Section 232 provides the Administrator with the authority nee-
essary to improve the complementarity and coordination of Public
Law 480 title I1 food donation programs with other activities author-
ized by the bill.

Under Public Law 480, section 201, the President is authorized to
determine requirements and to furnish agricuitural commedities to
meet famine or other urgent or ext aordinary relief requirements; to
combat malnutrition, especially in children; to promote economic and
community development in friendly developing areas: and for needy
persons and nonprofit school and preschool feeding programs outside
the United States. Public Law 480 subsection 201(a) states that the
Commodity Credit Cerporation shall make available to the President
such agricultural commodities determined to be available under Public
Law 480 section 401 as he may request. Under Public Law 480 section
401, the Secretary of Agriculture determines the agricultural com-
modities and quantities thereof available for disposition under this
act, and the commodities and quantities thereof which may bhe included
in the negotiations with each country.

Section 232 of the biil would provide the Administrator with the
authority provided to the President in Public Law 480 section 201.

Public Law 480, section 202, authorizes the President to furnish
commodities for the purposes set forth in section 201 through such
iriendly governments and such agencies, private or publie, including
intergovernmental organizations such asthe World Food Program and
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other multilateral organizations in such manner and upon such terms
and conditions as he deems appropriate. Public Law 480, section 202,
also directs the President to-uti%ze nonprofit voluntary agencies to dis-
tribute the commodities, )

Section 232 of the act would provide the Administrator with the
authority provided to the President in Public Law 480, section 202.

Section 208 of Public Law 480 directs the President fo provide cer-
tain information concerning the use of local currencies. Section 232
of the act would require the Administrator to provide that informa-
tion. | | ‘ '

These authorities are presently delegated to the Administrator of
the Agency for International Development by Executive Order 10900
and Department of State Delegation No. 104.

Background . , o

The President, in section 2 of Executive Order 10900. as amended,
January 5 1961, delegated to the Secretary of State the functions con-
ferred tpon the President by title IT of Public Law 480. .

" The Secretary of State, in section 2{a) (3) of State Delegation No.
104, as amended, November 8, 1961, delegated to the Administrator,
ATD, those functions conferred upon the Secrefary, except for certain
functions not here relevant.

Thus, section 232 confirms to the Administrator under the biil the
authorities now exercised by delegation by the Administrator, AID.

o SecrroN 233
Text _

Sec. 233. ADMINISTRATION OF F0OD FOR DEVELOPMENT.—lhe Ad-
ministrator is authorized to perform the functions which the Presi-
dent has heretofore been authorized to perform under sections 301
through 307 of title ITT of the Agricultural Trade Development
Assistance Act of 1954, as amended.

Purpose

Section 233 provides the Administrator with the authority neces-
sary to improve the complementarity and coordination of fitle ITI,
fgoc;{{) - f}or development programs with other activities authorized by
the bill.

Public Law 480, section 301, authorizes the President to encourage
the use of the resources provided by the concessional financing of
agricultural commodities under Public Law 480 for agricultural and
rural development, including voluntary family planning. heaith, and
nutrition programs, by permitting the funds accruing from the iocal
sale of such commodities which are used for such purposes to be
applied against the repavment of obligations of the government re-
ceiving concessional financing under Public Law 480.

Section 233 of the act would provide the Administrator with the
authority provided to the President under Public Law 480, sec. 301.

Public Law 480, section 302, provided the President with the author-
ity to designate a country as eligible for a food for development pro-

m provided that the country meets specified criteria.

Section 233 of the act would provide the Administrator with that

authority.
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Public Law 480, section 302, also provides the President with the
authority under specified conditions to waive the requirements that
specific proportions of Public Law 480 title I agreements be entered
into under title 11,

Section 233 of the act would provide the Administrator with that
authority.

Public Law 480, section 303, requires a country designated as eligi-
ble for title I to submit to the Fresident a multiyear proposal for use
of title TIT funds. This proposal would be submitted to the Adminis-
trator. Public Law 480, section 303, also provides that in his review
of any utilization proposal for a food for development program,
the President shall be satisfied that such assistance is intended to
complement, but not replace, assistance authorized by the FAA or
any other program of bilateral or multilateral assistance, or under
the development program of the country desiring to initiate a food
for development program.

Section 233 of the act would require the Administrator to be satis-
fied concerning the intent of such assistance. .

Public Law 480, section 304, provides that whenever a utilization
proposal has been agreed upon by the President and the participat-
ing country, the CCC is authorized to furnish credit under specific
anthorities. :

Section 238 would authorize the Adminisirator to conclude the

ent.

Public Law 480, section 304, also provides authority for the President
fo waive certain requirements contaived in section 303 (&}, (b), or
(c) or section 306, if he finds that sach country is unable to meet
sach requirements but could use assistance under title IT1. The Presi-
dent is required to report such waivers to Congress on an annual
basis.

Section 233 would authorize the Administrator to exercise the
waiver authority and provide the annual reports. :

Public Law 480, section 308, recunires the government of the partici-
pating couniry to submit to the President a report on the activities
and program achieved under the food for development program.

Section 233 of the act would require the report tc be submitied
to the Administrator.

Public Law 480, section 307, requires the President to review the dis-
position of all agreements for the use of proceeds from the sale of
agricultural commeodities pursuans to title III for which such funds
were not fully disbursed the preceding year. The President is required
to include the results of such review n the annual report to Congress
required under section 408(a) or Public Law 480. Section 307 alsc
requires that if the President finds that the provisions of an agree-
ment under title JII are not being substantially met. he shall not
extend financing for sales under title I11 until the end of the following
fiscal year or uniil the situation is remedied, whichever occurs fivst,
unless the failure to meet the provisions is due to unusual circam-
stances beyond the control of the recipicnt government.

‘Under section 233 of the act, the Administrator would be required
to review the disposition of all agreements for which funds were not
fully disbursed and to determine whether provisions of the agreement

were being met.
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Background

The existing Public Law 480 title III sections were enacted by the
International Development and Food Assistance Act of 1977, August 3,
1977, and constitute the food for development program.

The Executive order implementing Public Law 480, Executive
Order 10900, as amended, November 5, 1961, delegates to the Secretary
of Agriculture the functions conferred upon the President by titles 1
and IV of Public Law 480, and to the Secretary of State, the functions
conferred upon the President by title II. Executive Order 10900, as
amended to date, does not address the functions conferrad upon the
President by title IT1. Nor does Executive Order 10900 have a catchall
clause to delegaie Public Law 480 matters not otherwise delegated.

In practice, the functions required to be performed by title 111 are
of two kinds: functions which relate to the developmental aspects of
of the food for development program (including determination of
country eligibilty for the program), and functions which relate, in
effect, to the commodities at issue and the furnishing of them. The
latter functions utilize the overall authorities of title I, administered
by the Secretary of Agriculture, and the legislative history of title I11
indicates that title I is to be used, in effect, to provide under title I the
food which is programed for developmental effect under title I11.

The current practice is consistent with these respective concerns:
The Secretary of Agriculture administers for title I1I those functions
which are administered pursuant to rules and ragulations applicable
to title I; but AID’s project review mechanism, with participation
from the Department of Agriculture, together with the long-stand-
ing interagency staff committee, are used to review the multiyear
development proposals which title TTT involves. In view of the pre-
ponderant developmental concerns of title III, it is necessary to
clarify the responsibility of the development agency for evaluating
the development aspects of these programs.

Title ITX vests the following functions in the President: The deter-
mination of country eligibility for participation on 2 food-for-devel-
opment program (sec. 302(a)); the review of mulfiyear proopsals
(sec. 303 (a) ) ; the agreement upon a utilization proposal (sec.304(s});
a review of the disposition of certain food-for-developent agree-
ments (sec. 307(a)); and limited waiver functions provided for in
sections 302(c) (2) and 304 (e}.

Section 233 would confer upon the Adminstrator the functions now
conferred on the President, but is not intended to diminish the exer-
cise by the Secretary of Agriculture of functions under title I which
serve to make the food available for title ITL. Nor is this section in-
tended to exclude the functions of the interagency staff committee.
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CHAPTER III—ACCESS TO PRIVATE CAPITAL

AND TECHNICAL EXPERTISE
General

This chapter groups together several programs which increase the
access of developing countries to loan and equity private capital and
to technical expertise. These programs consist primarily of guaran-
tees or reimbursable ser—ees which are either self-finaneing or in-
volve relatively minor 5. - et outlays by the U.S. Government. The
programs are particulariy designed for but not limited to countries
in which bilateral assistance programs are shifting to harder loan terms
or phasing out entirely, but which still have some difficulty in obtain-
ing private resources.

Szcrron 201
Text

SEc. 301. Access o Privare Caprran axp TeEcHNICAL EXPERTISE—
The Congress finds and declares that private capital and expertise can
be of vital importance in the development process. Within the develop-
ing countries the ereative combination of human initiative and capi-
tal resources is necessary to maximize economic growth. A dynamic
private sector can be instrumental in this process. Internationally, the
private sector has the capacity to provide greater human and fin~cial
resources to support the development process than can be provided
by governments.

The Congress finds that as development proceeds, increased human
resources, more effective institutions, and an expanded economy willen-
able developing countries to reduce their dependence on concessional
official external assistance and increase their use of domestic and in-
ternational private capital, investment, and technical expertise.

The Congress finds that the transition from dependence on conces-
sional assistance to greater reliance on domestic and international
private sector resources can be facilitated through programs mvolv-
ing loan and investment guarantees and reimbursable services.

Purpose

This section is a policy statement by he Congress that privafe capi-
tal and expertise, botk from within the developing countries and from
external sources, car play a vital role in the development process. As
development proceeds, developing countries can reduce their depend-
ence on concessional official external assistance and rely more heavily
on domestic and international private capital, investment, and
expertise.

The Congress declares in this section that the transition from depend-
ence on concessional aid to greater reliance on private resources may
be facilitated through programs involving loans, invesiment gnaran-
tees and reimbursable services,

(37)
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Background

This is a new policy statement, although it reflects themes found in
‘various parts of the FAA—for example, sectioe 601. The new policy
statement introduces a cluster of current programs including the Over-
seas, Private Investment Corporation, Housing Investment Guaran-
tees, and reimbursable services. This might be considered the “middie
income” country chapter, as these programs are particulariy relevant
w developing countries which are relatively well off on the develop-
ment scale and have decreasing or no need for concessional assistance.
‘While these programs are useful to the poorer countries as well, they
are often the only development tools available for bilateral programs
in the middle income countries.

N Secrrox 311
Tew?
. Sec. 311. Porpose axp Poricy.—(a) The Overseas Private Invest-
ment Corporation (hereinafter called the “Corporation”}, created by
the Foreign Asistance Act of 1969 (22 U.S.C. 2191 et seq.), shall con-
tinue in existence and is hereby established 2s a constituent element
“of the Administration under the policy guidance of the Administrator.
It shall be the purpose of the Corporation to mobilize and facilitate
the participation of United States private capital and skills in the
economic and social development of developing friendly countries and
areas, thereby complementing the development assistanes objectives
of the United States. :
(b} The Corporation, in determining whether to provide insurance,
financing, or reinsurance for a project, shall especiaily—

(1) be guided by the economic and social development impact
and benefits of such a project and the ways in which such a proj-
ect complements, or is compatible with, other development as-
sistance programs or projects of the United States or other

- donors; and _

(2) give preferential consideration in the Cerporation’s in-
vestment insurance, financing, and reinsurance activities, fo in-
vestment projects in less developed countries which meet the
poverty criterion of the International Development Association.

(¢) In carrying out its purpose, the Corporation, utilizing broad
criteria, shall undertake—

(1) to conduct financing, insurance, and reinsurance opera-
tions on a self-sustaining basis, taking into account in its financing
operations the economic and financial soundness of projects; '

(2) to utilize private credit and investment institutions and the
Corporation’s guaranty authority as the principal means of
mobilizing capital investment funds;

(3) to broaden private participation and revolve its funds
through selling its direct investments to private investors when-
ever it can appropriately do so on satisfactory terms;

{4) to conduct its insurance operations with due regard to
principles of risk management including efiorts to share ifs in-
surance risks and reinsurance risks; )

(5} to give preferential consideration in its investment insur-
ance, inancing, and rveinsurance activities (to the maximum ex-
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- tent practicable consistent with the Corporation’s purposes) to
mvestment projects sponsored by or invoiving small businesses; -
{6} to consider in the conduct of its operations the extent to
which developing country governments are receptive to private
enterprise, domestic and foreign, and their willingness and ability
~ to maintain condifions which enable private enterprise to make its
full contribution to the development process; o
{7} to foster private initiative and competition and discourage
monopolistic practices; ' S C
- {B) to further to the greatest degrse possible, in 9 manner con-
sistent with its goals, the balance-of-payments and employment
objectives of the United States; _ ' ' o
{9) to conduct its activities In consonsnce with the activities
- of the Administration and the intarnstional trade, investment,
and financial policies of the United States Government; o
{10) to advise and assist, within its field of competence, in-
terested agencies of the United States and other organizations,
both public and private, national and international, with respect
‘to projects and programs relating to the devciopment of private
enterprise in developing countries and areas; and , o
- {11} (A) to decline to issue any contract of insurance or rein-
surance, or any guaranty, or to enter info any agresment to pro-
vide financing for an eligible investor’s proposal investment if the
Corporation determines that such investment is Likely to cause
such investor (or the sponsor of an investment project in which
such investor is involved) significantly to reduce the number of his
employees in the United States because he is replacing his United
States production with production from such investment which
involves substantially the same product for substantially the same
market as his United States production; and
(B) to monitor conformance with the representations of the
investor on which the Corporation relied in making the deter-
mination required by clause (A).

Purpose

This section continues the existence of the Overseas Private Invest-
ment Corporation (the “Corporation™). The basic purpose, anthori-
ties and structure of the Corporaticn centinue unchanged, as the exist-
ing statutory charter remains intact (except for conforming changes)
as amended by the Senate in November 1977, in passing the Over-
seas Private Investment Corporation Amendment Act of 1977 (S.
1771). The purpose of the Corporation is to complement the develop-
ment assistance efforts of the United States by promoting and support-
ing the active participation of American private enterprise in provid-
m,% resources and talenis to help further the economic and social de-
velopment of less developed countries. The Corporation will retain its
identity as an independent agency of the United States, with all pow-
ers of the Corporation remaining vested in its 1i-person Board of
Directors, but will now become a constituent element of the Adminis-
tration with the Administrator replacing the Secretary of State in
providing policy guidance to the Corporation.

The Corporation will be operated under two guiding principles.
First, the Corporation will place major emphasis on its developmental



40

purpose. To that end, the Corporation will be guided by assessments
of the economic and social development impact and benefits of prospec-
tive projects and the ways in which projects coraplement or are com-
patible with other development assistance programs. Second, the
Corporation will emphasize development of the developing countries
with per capita incomes below the 10A poverty criterion. :

This section specifies policy guidelines for the Corporation which
shall be applied under broad criteria appropriate to a government cor-
poration working with private business that is involved in foreign
economic development.

‘The corporate form assures that operations will be conducted in a
businesslike manner consistent with the overzll objectives of the Cor-
poration. In its financing, insurance and reinsurance activities, the
Corporation will seek to operate overall on a self-sustaining basis. In
deciding whether to assist in the financing of a project, the Corpora-
tion will consider the economie and financial soundness of the proposal.
The Corporation will utilize private credit and investment and use its
guarantee program to mobilize private capital resources. When feasi-
ble, it will sell its loan investments or participations from its port-
folio to private investors on appropriate ferms. In line with sound
practices, the Corporation will manage its insurance programs on a
basis which takes into account risk exposure as well as the objective of
encouraging investment. To obtain the broadest possible participation
of American business, the Corporation, to the maximum extent praec-
ticable and consistent with the Corporation’s objectives, will give pref-
erential consideration in its programs to investment projects spon-
sored by or involving small businesses. :

In carrying out ifs responsibilities the corporation will consider
the extent to which host governments are receptive to, and provide a
favorable environment for, private enterprise in the context of the
developmental process. In connection with its programs, the Corpor-
ation shall also seek to foster private initiative and competition and
discourage monopolistic practices to further maximize the benefits of
private enterprise.

In carrving out its developmental objective, the Corporation shall
also take into account, to the greatest degree possible, the balance-of-
payments and employment objectives of the United States. Further-
more, its activities should be in harmeny with the activities of the
administration and other relevant sectors of the United States Gov-
ernment. It is intended that the Corporation, by utilizing its special
expertise in dealing with private investment in developing countries,
will advise and assist others with respect to the development and en-
couragement of private investment in developing countries and areas.
The Corporation will deny support to any “runaway” plant invest-
ment. Such an investment is one which the Corporation determines is
likely to cause a significant reduction in the number of employees in
the United States of the investor or project sponsor because of a
substitution of its United States preduction through foreign opera-
tions involving substantially the same product for substantially the
sams market. Further, the Corporation is to monitor conformance
with the representations made by the investor in order to.reach the
detemination of- whether an investment involves a “runaway™. situa-
tion. - - ‘ o
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Background _

~ This section incorporates most of FAA section 231 of the FAA with
the only significant change being that the Corporation is placed under
the pohicy guidance of the Administrator. :

Sectiox 312
Text _

Skc. 312, Carrran or THE CorporaTioN.—The capital stock of the
Corporation shall remain at $40,000,000 as issued to the Secretary of
the Treasury against the payment of that amcunt by the President
out of dollar receipts made available through the apprepriation proe-

ess from loans made under predecessor foreign aid legislation, in ac-

cordance with section 232 of the Foreign Assistance Act of 196i.

Purpose

This section limits the emount of capital to paid in by the Presi-
dent to the $40 million already transferred to the Corporation under
the FAA. Under section 316 additional amounts may be transferred
to capital from income as the Corporation may deem prudent.

Background
This section reflects existing authority of FAA section 232,

Srcrion 813(a)
Text
Sgc. 313. Oreaxization AXD MaxaGeMENT.—(a) STRUCTURE OF THE
CorroraTion.—The Corporation shall have a Board of Directors, a
President, an Executive Vice President, and such other officers and
staff as the Board of Directors may determine.

Purpose
"This subsection provides that the Corporation shall be organized
as a corporation having a Board of Directors, officers and employees.

Background
This subsection is identical to F A A section 233(a).

Secriox 313(b)

Text

(b) Boazp or Directors.—All powers of the Corporation shall vest
in and be exercised by or under the authority of its Board of Diree-
tors (the “Board”) which shall consist of eleven Directors, including
the Chairman, with six Directors constituting a quorum for the
transaction of business. The Administrator of the International De-
velopment Cooperation Administration shall be the Chairman of the
Board, ex officio. Six Directors (other than the President of the
Corporation, appointed pursuant to subsection (¢) who shall also
serve as a Director) shall be appointed by the President of the Tnifed
States, by and with the advice and consent of the Senate. and shall
not be officials or employees of the Government of the United States.
At least on of the six Directors appointed under the preceding sen-

tence shali be experienced in small business, one in organized labor,

and one in cooperatives. Each such Director shall be appointed for &

term of no more than three years. The terms of no more than two such
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Directors shali expire in any one year. Such Directors shall serve
until %‘m successors ave appointed and qualified and may be reap-
pointe ' :

The other Directors shall be officials of the Government of the
United States, designated by and serving at the pleasure of the Presi-
dent of the United States. -

All Directors who are not officers of the Corporation or officials of
the Government of the United States shall be compensated at a rate
equivalent to that of level IV of the Executive Sciedule (5 U.S.C.
5315} when actually engaged in the business of the Corporaticn and
-may be paid per diem in lieu of subsistence at the applicable rate pre-
seribed in the standardized Government travel regulations, as
amended, from time to time, while away from their homes or usual
places of business.

Purpose - o '

This subsection vests the powers of the Corporation in the Board of
Directors. The latter may delegate authority to Corperation 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 Chairman of
the Board, and 6 may constitute a quorum. The Administrator shall
ba Chairman of the Board, ex officio. The President of the Corpora-
tion shall also be a member of the Board. Six Directors who are not
officials or employees of the U.S. Government shall be appointed by
the President of the United States subject to Senate confirmation. Of
these latter six at least one shall have had experience in small business,
one in organized labor, and one in cooperatives. Each of the six shall
be appointed for a term not exceeding 3 years; the terms of not more
than two directors shall expire in any 1 yvear. The six Directors will be
compensated when actually empioyed at a rate equivalent to level IV
of the Executive Schedule and will be entitled to per diem at the appli-
cable rate when away from their homes or asual place of business. The
remaining three Directors who will serve in that capacity without ad-
ditional compensation shall be Government officials designated by and
serving at the pleasure of the President of the United States. They
will come from interested ageneies of the Government as determined
by the President.

Background

This subsection is identical to FAA section 232(b), except that the
Administrator is specified as Chairman of the Board rather than the
Administrator of AID.

Sectron 313(c)

Text

(c) PrESENT oF THE CoRPORATION.—The President of the Corpora-
tion shall be appointed by the President of the United States, by and
with the advice and consent of the Senate, and shall serve at the
pleasure of the President. In making such appointmert, the Presi-
dent shall take into account private business experience of the ap-
pointee. The President of the Corporation shall be its chief executive
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officer and responsible for the operations and management of the

N - Corporation, subject to bylaws and policies established by the Board.

Purpose

This subsection provides that the President of the Corporation shall
be appointed by the President of the United States subject to Senate
confirmation. In making this appointment the President shall take
into account the appointee’s private business experience. The Presi-
dent of the Corporation will be the chief executive officer charged with
the Corporation’s management and operations under bylaws and
policies .established by the Board of Directors. The compensation of
the President will be at level ITY of the executive schedule.
Background o
- This subsection is identical to FAA Sec. 233(c).

o Secrrox 313(d)
Text

(d) OrrFrcers axp Starr~—The Executive Vice President of the
Corporation shall be appointed by the President of the United States,
by and with the advice and consent of the Senate, and shall serve
at the pleasure of the President. Other officers, attorneys, employees,
and agents shall be selected and appointed by the Corporation, and
shall be vested with such powers and duties as the Corporation may
determine. Of such persons employed by the Corporation, not to exceed
twenty may be appointed, compensated, or removed without regard
to the civil service laws and regulations: Provided, That under such
regulations as the Administrator may prescribe, officers and employees
of the United States Government who are appointed to any of the
above positions may be entitled, upon removal from such position, ex-
cept for cause, to reinstatement to the position occupied at the time of
appointment or to a position of comparable grade and salary. Such
positions shall be in addition to those otherwise authorized by law
including those authorized by section 5108 of title 5 of the United
States Code.

Purpose

This subsection provides for other officers and employees of the
Corporation, including an Executive Vice President appointed, sub-
ject to Senate confirmation, bv the President of the United States. The
Executive Vice President will be compensated at level IV of the ex-
ecutive schedule. The Corporation may appoint other officers, em-
ployees, attorneys, and agents, including three Vice Presidents at level
V of the executive schedule. T'wenty employees may be appointed,
compensated or removed by the Corporation without regard to eivil
service requirements. Of this number, only 8 may be compensated at
rates in excess of te highest rate for grade 15 of the general sched-
ule. These positions are in addition to those provided for in section
721 and those otherwise authorized under this section or under provi-
sions of title 5 of the United States Code relating to executive level
and supergrade positions. This authority is necessary to enable the
Corporation to attract personnel, from private life as well as govern-
ment, with experience and stature in the fields of international busi-

23-347—78—4
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ness and finance. Government employees appointed under this author-
ity will have reemployment rights, under regulations prescribed by the
President, unless removed for cause.

Background

- This subsection is, except for conforming changes, identical to FAA
section 233(d).

Secrox 314 (a)
Tewxt

Syc. 814, InveEsTMENT INSURANCE AnD OTHER Procrasys.—The Cor-
poration is hereby authorized to do the following:

(2) InvestmExT Insvraxce—To issue insurance, upon such terms
and conditions as the Corporation may determine, to eligible investors
assuring protection in whole or in part against any or all of the follow-
ing risks with respect to projects which the Corporation has
approved—

(A) inability to convert into United States dollars other cur-
vencies, or credits in such currencies, received as earnings or
profits from the approved project, as repayment or return of the
investment therein, in whole or in part, or as compensation for
the sale or disposition of all or any part thereof:

(B) loss of investment, in whole or in part, in the approved

project due to expropriation or confiscation by action of a foreign
government; and

(C) loss due to war, revolution, or insurrection.

{2) Recognizing that major private investments in less developed
friendly countries or areas are often made by enterprises in which
there is muléinational participation, including significant United
States private participation, the Corporation may make arrange-
ments with foreign governments (including agencies, instrumentali-
ties, or political subdivisions thereof) or with multilateral organiza-
tions and institutions for sharing liabilities assumed under investment
insurance for such investments and may in connection therewith issue
insurance to investors not otherwise eligible hereunder, except that
liabilities assumed by the Corporation under the authority of this sub-
section shall be consistent with the purgoses of this title and that the
maximum share of liabilities so assumed shall not exceed the propor-
tionate participation by eligible investors in the total project financing.

(3) Not more than 10 per cenium of the maximum contingent iia-
bility of investment insurance which the Corporation is authorized
£o issue under this subsection shall be issued to a single investor.

(4) In order to encourage the development of private multilateral
snvestment insurance the Corporation may make arrangements, con-
sistent with its purpose set forth in section 311 and on equitable terms,
with private insurance companies, multilateral organizations, or
others for participation in the liabilities arising from insurance of the
risks referred to in paragraph (1) of this subseetion.

Purpose

Subsection (a) (1) authorizes the issuance of investment insurance
to eligible investors covering risks relating to currency convertibility,
expropriation or confiscation and war, revolution, or insurrection.
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Subsection (a) (2) addresses the problem of providing adequate in-
vestment insurance to protect U.S. investors in connection with proj-
ects in which there is multinational participation. The Corporation 1s
authorized to make arrangements for risk sharing with other countries
and mulfilateral organizations to protect snch enterprises with insur-
ance against loss due to risks similar to those specified in the previous
subsection. Under such risk-sharing arrangements, the Corporation
would assume labilities only to the extent that eligible U.S. inves-
tors as defined in section 318(c) are participating in the insecurad en-
terprise. Under this authority, the Corporation can encourage otuer
developed countries to share in the task of promoting private enter-
prise and can cooperate with institutions in other developed countries
which have insurance programs similar to those of the Corporation.

This authority also permits the Corporation fo cooperate mn risk-
gharing programs which may develop under the aegis of multinational
organizations. :

Subsection (a) (8) provides that in no case may any any single in-
vestor be issued insurance in excess of 10 percent of the maximum
contingent liability of investment insurance which the Corporation is
authorized toissue.

Subsection (a) (4) authorizes the Corporation to encourage the de-
velopment of private and multilateral investment insurance by mak-
ing arrangements, consistent with the Corporation’s statutory pur-
pose and on equitable terms, for sharing with private insurance com-
panies and multilateral organizations the liabilities arising from
political risk insurance.

Background
This subsection is identical to FAA section 234(a).

SectroN 314(5)

Text '

(b) Investment Guarantties—To issue to eligible investors gua-
ranties of loans and other investments made by such investors assur-
ing against loss due to such risk and upon such terms and conditions
as the Corporation may determine : Previded, however, That such gua-
ranties on other than loan investments shall not exceed 75 per cen-
tum of such investment: Provided further, That except for loan in-
vestments for credit unions made by eligible credit unions or credit
union associations, the aggregate amount of investment (exclusive
of interest and earnings) so guaranteed with respect to any project
shall not exceed, at the time of issuance of any such guaranty, 75
per centum of the total invesiment committed to any such project as
determined by the Corporation, which determination shall be con-
clusive for purposes of the Corporation’s authority to issue any such
guaranty: Provided further, That not more than 10 per centum of
the maximum contingent liability of investment guaranties which the
Corporation is avthorized to issue under this subsection shall be issued
to a single investor.

Purpose
Subsection (b) authorizes the issuance of investment guaranties to
eligible investors to assure against such risks as the Corporation may
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determine. It authorizes the Corporation to negotiate guaranties cov-
ering a portion of the capital requirements of important, commercially
- sound projects. -
- The Corporation may guarantee all of a loan investment or up to
75 percent of an equity investment made by an eligible U.S. investor,
provided that he aggregate amount of such guaranties does not at
the time of issuance exceed 75 percent of the total investment commit -
ted to the project. Loan investments made by eligible credit unions or
credit union associations are exempted from the 75-percent limitation
on guaranties of project financing, Credit union loan investrents are
not made to a project but to an institution which receives additional re-
sources-in the form of savings deposited by its members. '
In no case may any single investor be issued guaranties in excess
of 10 percent of the maximum contingent liability of guaranties which
the Corporation is authorized to issue. ' -

. Bac%growui o
- This subsection is identical to FAA section 234(b).

SecTIoN 314(c)

Text . v e :

- (¢) Dizeer InveEstMENT—To make loans in United States dollars
repayable in doliars or loans in foreign currencies (including, without
regard to section 1415 of the Supplemental Appropriation Act, 1953,
such foreign currencies which the Secretary of the Treasury may deter-
mine to be excess to the normal requirements of the United States
and the Director of the Office of Management and Budget may allo-
cate) to firms privately owned or of mixed private and public owner-
ship upon such terms and conditions as the Corporation may deter-
mine. The Corporation may not purchase or invest in any stock in any
other corporaiion, except that it may (1) accept as evidence of indebt-
edness debt securiities convertible to stock, but such debt securities
shall not be converted to stock while held by the Corporation, and (2)
acquire stock through the enforcement of any lien or pledge or other-
wise to satisfy a previously contracted indebtedness which would
otherwise be in default, or as the result of any payment under any
contract of insurance or guaranty. The Corporation shall dispose of
any stock it may so acquire as soon as reasonably feasible under the
circumstances than retaining. :

- No loans may be made under this section to finance any operation for
the extraction of oil or gas. The aggregate amount of loans under this
subsection to finance operations for the mining or ther extraction in
any deposit of ore or other nonfuel minerals may not in any fiscal year
exceed $4,000,000.

Purpose

Subsection (c) authorizes direct loan investments by the Corpora-
tion. Such investments may include dollar loans from the Corporation’s
direct investment fund repayable in dollars, or foreign currency loans.
The Corporation is authorized to use for loans, without appropriation
but subject to Office of Management and Budget allocation, foreign
currencies which the Treasury determines to be excess to normal
United. States requirements. This provision, although a separate and
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independent authority, complements the last proviso of Public Law
480, section 104, which makes available for development purposes,
without appropriation, excess currencies derived from Public Law
480 local currency sales. ,

The Corporation is specifically precluded from purchasing or invest-
ing in stock in other corporations. It may, however, accept convertible
~ debentures as evidence of indebtedness in connection with loans made
under this authority. Such convertible debentures can be sold by the
Corporation.

Nevertheless, the Corporation may acquire stock through enforce-
mdpélt-of liens or pledges or to satisfy a previously contracted indebt-
edness. - :

Thaus, the Corporation, in the administration of its loan program, can
protect its interest by taking stock if repayment prospects under a loan
become jeopardized. In this connection, the Corporation can partici-
pate effectively as a creditor in corporate reorganizations and other
proceedings should the Corporation’s interest so dictate. Similarly, the
Corporation may, in connection with payments made under insurance
or guaranty contracts, acquire stock as well as other rights as subrogee
of the reimbursed investor. These suthorities are similar to those of
the Export-Import Bank and allow the Corporation to protect its fi-
nancial interests in case of loan defaults or insurance or guaranty pay-
ments. In such cases, the Corporation will dispose of its stock interest
as soon as reasonably possible.

The Corporation is prohibited from making loans from the direct
investment fund to finance any operation for the extraction of oil or
gas. It may undertake financing of operations for the mining or other
extraction of deposits of ore or other nonfuel minerals, provided that
the amount so committed does not excseed $4 million in any fiscal year.

Background
This subsection is identical to FA A section 234(c).

Secrioxn 314(d)

(d) IxvestmexT ExcouvragemeNT.—To initiate and support
through financial participation, incentive grant, or otherwise, and on
such terms and conditions as the Corporation may determine, the iden-
tification, assessment, surveying and promotion of private investment
opportunities, utilizing wherever feasible and effective the facilities
of private investors, except that—

(1) the Corporation shall not finance any survey o ascertain the
existence, location, extent, or quality of, or to determine the feasi-
bi]éty of undertaking operations for the extraction of, oil or gas;
an

(2) expenditures financed by the Corporation during any fiscal
yvear on surveys to ascertain the existence, location, extent, or

- quality of, 0. to determine the feasibility of undertaking opera-
tions for the extraction of nonfuel minerals may not exceed
. $200.000 in any fiscal year.
Purpose ,

Subsection (d) provides the Corporation with the authority to carry

out a broad range of investment promotion activities, utilizing, where
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appropriate, private organizations and investors. These activities,
which may include incentive grants and other financing arrangements,
are concerned with the identification, evaluation, and development of
private investment opportunities. They will include preinvestment
studies and other investigations at various stages of project
development.

- The investment survey program which the Corporation may imple-
ment under thas provision permits the use of new technigues which
enable investors, at some risk, to find and develop projects best suited
to their own capabilities. These techniques may include financial par-
ticipation which would be repayable to the Covporation if the investor
went forward with the project. The Corporation will require appropri-
ate financial participation by investors who would benefit from such
assistance and suitable reports if they decide not to carry out the
proiect studied.

The Corporation will also provide facilities for identifying and
publicizing investment opportunities which are particularly impor-
tant in-developmental terms for developing countries. In so doing, the
Corporation will coordinate with related investment promotion ac-
tivities of the Commerce Department. ,

This authority may not be utilized to determine the feasibility of
undertaking operations for the extraction of 0il or gas and the amount
of funds which may be committeed to determine the feasibility of non-
fuel minerals extraction may not exceed $200.,000 in any fiscal year.

Background
This subsection is identical to FAA Sec. 234(d).

SecTioN 314(e)

(e) Srrcrar Activirres—To administer and manage special projects
and programs, including programs of finaneial and advisory support
which provide private technical, professional, or managerial assistance
in the development of human resources, skills, technology, eapital sav-
ings and intermediate financial and investment institutions and co-
operatives. The funds for these projects and programs may, with the
Corporation’s concurrence, be transferred to it for such purposes under
the authority of section 766(a) or from other sources, public or
private.

Purpose

Subsection (e) authorizes the Corporation to administer, with its
agreement, special private enterprise projects and programs relating
to its objectives, for which purpose it can accept and use funds which
may be transferred to it. The Corporation might, for example, be
asked to administer on behalf of the Administration, technical or cap-
ital assistance programs relating to private enterprise or concerning
institutions, such as intermediate credit institutions and cooperatives,
closely related to private enterprise activities. Administration funds,
which may be transferred to the Corporation for this purpose, would
be used in accordance with the terms and conditions governing the
Administration’s use of such funds.

Background
This subsection is identical to FAA Sec. 234(e).
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., SecTrox 314(f)
Text

(f) Orm=r Ixsvraxce Fuxcrions—(1) To make and carry out
contracts of insurance or reinsurance, or agreements to associate or
share risks, with insurance companies, financial institutions, any other
persons, or groups thereof, and employing the same where appropri-
ate, as its agent, or acting as their agent, in the issuance and servicing
of insurance, the adjustment of claims, the exercise of subrogation
rights, the ceding and accepting of reinsurance, and in any other mat-
ter incident to an insurance business.

(2) To enter into pooling or other risk-sharing agreements with
other national or multinational insurance or financing agencies or
groups of such agencies.

(3) To told an ownership interest in any association or other entity
established for the purposes of sharing risks under investment insur-
ance.

(4) To issue, upon such terms and conditions as it may determine,
reinsurance of liabilities assumed by other insurers or groups thereof
in respect of risks referred to in subsection (a) (1).

The authority granted by paragraph (3) may be exercised notwith-
standing the prohibition under subsection (c) against the Corporation
purchasing or investing in any stock in any other corporation. The
amount of reinsurance of liabilities under this title which the Cor-
poration may issue ¢ .all not exceed $600,000,000 in any one year, and
the amount 9f such reinsurance shall not in the aggregate exceed at
any one time an amount equal to the amount authorized for the maxi-
mum .contingent liability outstanding at any one time under section
315(a) (1). All reinsurance issued by the Corporation under this sub-
section shall reguire that the reinsured party retain for his own
account specified portions of liability, whether first Joss or otherwise,
and the Corporation shall endeavor to increase such specified portions
to the maximum extent possible.

Purpose

This subsection authorizes the Corporation (a) to enter into various
coinsurance and reinsurance arrangements with private insurance
companies and other entities, and (b) to issue reinsurance of liabilities
assumed by other insurers or groups thereof. The maximum con-
tingent liability which the Corporation may assume each year as
reinsurer cannot exceed $600,000,000, and may never in the aggregate
exceed at any one time an amount equal to the amount authorized for
the maximum contingent lability for insurance. All reinsurance is-
sued by the Corporation will require that the reinsured party retain
for its own account specified portions of liability, whether first loss or
otherwise.

Background
This subsection is identical to FAA section 234(f).

SecrioNn 315(a)
Text
Skc. 315, Issving AvTHORITY, DIRECT INVESTMENT FuND AXD RE-
sErves.—(a) (1) The maximum contingent liability outstanding at
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any one time pursuant tc insurance issued under section 314(a) shall
not exceed $7,500,000,000.

{2) The maximum contingent liability outstanding at any one time
pursuart to guaranties issued under section 314(Db) shall not exceed
In the aggregate $750,000,000: Provided, That the Corporation shall
not make any commitment to issue any guaranty which would result
in a fractional reserve less than 25 per centum of the maximum con-
tingent liability then outstanding against guaranties issued or com-
mitments made pursuant to section 314(b) or similar predecessor
guaranty authority.

(3) The Congress, in considering the budget programs transmitted
by the President for the Corporation pursuant to section 104 of the
Government Corporatior Control Act, as amended, may limit the
obligations and contingent liabilities to be undertaken under section
3141 (2) and (b) as well as the use of funds for operating and admin-
istrative expenses.

(4¢) The authority of section 314 (a) and (b) shall continue until
September 30, 1981. :

Purpose

. Subsection (a) establishes the maximum contingent lialilities which

may be outstanding 2t any one time under investment insurance and
investment guaranty authorities of the Corportaion. The limitations
are set at $7.5 billion for insurance and $750 million for guaranties.
Liabilities of the Corporation incurred under these suthorities sub-
sequent to the enactment of the FAA of 1969 will be charged against
these celings.

The ceilings in this subsection are expressed in terms of maximum
contingent liability which is to reflect overall program levels and risk
exposure. Maximum contingent liability will be recorded on a basis
that permits consistent treatment among different classes of cbliga-
tions, for example, loan guaranties on the basis of the principal amount
guarantied and insurance contracts on the basis of whatever maximum
coverage limits may be elected by the insured.

This subsection also includes 2 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 commitment plus guaranties previously
committed or then outstanding under section 314(b) or similar pred-
ecessor guaranty authority. The subsection also expressly identifies
the possibility of congressional action to place limitations on the Cor-
poration’s investment insurance and investment guaranty programs
in connection with its annual review of the Corperation’s budget pro-
gram under the Government Corporation Control Act, as amended.
Finally, both the investment insurance and the investment guaranty
programs are authorized to continue until September 30, 1981.

Background
This subsection is identical to FAA section 235(a).
SussectioN 315(b)
Text

{b) The Corporation shall hold a revolving fund. known as the
Direct Investment Fund. Such fund shall be available for the purposes




authorized under section 314(c), shall be charged with realized losses
and credited with such additional sums as may be transferred to it
under the provisions of section 316. I o
Purpese |

Subsection {b) authorizes a2 Direct Investment Fund, to be held by
the Corporation as a revolving fund, which will be available for loans
guthorized under section 314 (c). Repayments of such loan investments,
or proceeds from their sale or the sale or participations in the loan
portfolio of the Corporation, will be returned to the fund. Additions
to the fund may be made under seeticn 316 by transfers from the income
account of the Corporation. . .

Background
- This subsection is identical to FAA section 235(b).

SvssectioN 315(c)
Text .

(¢) There shall be established in the Treasury of the United States
an insurance and guaranty fund, which shall have separate accounts to
be known as the insnraneeé reserve and the guaranty reserve, which
reserves shall be available for discharge of liabilities, as provided in
section $15(d), until such time as all such liabilities have been dis-
charged or have expired or until all such reserves have been expended
in accordance with the provisions of this section: Such fund shall be
funded by (1) the funds heretofore available to discharge liabilities
under predecessor guaranty authority (including housing guaranty
authorities), less both the amount made available for housing guaranty
programs pursuant to section 333(b} and the amount made available to
the Corporation pursuant to section 314(¢) : and (2) such sums as shalil
be appropriated pursuant to section 315(f) for such purposes. The al-
location of such funds to each such reserve shall be determined by the
Board after consultation with the Secretary of the Treasury. Addi-
tional amounts may thereafter be transferred to such reserves pursuang
to section 316.

Purpose

Subsection (¢} provides for separate reserves for invesiment in-
surance and investment guarantees. Each reserve will remain avail-
able, respectively, to discharge liabilities under the Insurance program
and the guarantee program until Habilities payable out of each such
reserve have been discharged or have expired or until the particular
reserve account involved has been expended.

The fund is funded from existing reserves available to the Cor-
poration under the FAA. Subsequent additions to the reserves may be
made pursuant to section 316 through transfers from the income ac-
count of the Corporation and through appropriations.

Background
This subsection is identical to FA A subsection 235(c).

Soasecrron 313(d)

_(d) Any payment made to discharge liabilities under investment in-
surance or reinsurance issued under section 814 or under similar pred-
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ecessor guaranty authority shall be paid first out of the insurance re-
serve, as long as such reserve remains available, and thereafter out of
funds made available pursuant to section 315(f). Any payments made
to discharge liabilities under guaranties issued under section 314(h)
or under similar predecessor guaranty authority shall be paid first out
of the guaranty reserve as %:‘;lng as such reserve remains available,
and thereafter out of funds made available pursuant to section 315(f).

Purpose

Subsection (d) provides that investment insurance liabilities and
liabilities under similar predecessor specific risk guaranties are pay-
able only out of the separate insurance reserve, after which such
liabilities shall be paid from additional appropriated funds. This
provision assures investors that the reserves toward which they ook
for prompt payment of claims will not be dissipated by claims arising
under different programs.

Background
This section is identical to FA A section 235(d).

Susszorrox 315(e)
Text
{e) There is authorized to be transferred to the Corporation at its
call, for the purposss specified in section 316, all fees and other reve-
nues collected under predecessor guaranty authority from December
31,1968, available as of the date of such transfer.

Purpose
Subsection (e) restates the authority originally granted to the Cor-
poration to obtain initial operating funds.

Backgrouna
This section isidentical to FA A section 235 (e).

SoesectroN 315(f)
Text
(f) There are authorized to be appropriated to the Corporation, to

remain available until expended, such amounts as may be necessary
from time to time to replenish or increase the insurance and guaranty
fund, to discharge the liabilities under insurance, reinsurance, or
guaranties issued by the Corporation or issued under predecessor guar-
anty authority, or to discharge obligations of the Corporation pur-
chased by the Secretary of the Treasury pursuant to this subsection.
However, no appropriations shall be made to augment the insurance
reserve until the amount of funds in the insurance reserve is less than
$25,000,000. Any appropriations to augment the insurance reserve
shall then only be made either pursuant to specific authorization
enacted subsequent hereto. or to satisfy the full faith and eredit pro-
vision of section 317(c). In order to discharge liabilities under in-
vestment insurance or reinsurance, the Corporation is authorized to
issue from time to time for purchase by the Secretary of the Treasury
its notes, debentures. bonds, or other obligations; but the aggregste
amount of such obligations outstanding at any one time shall not

exceed $100,000,000. Any such obligation shall be repaid to the Treas-
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ury within one year after the date of issue of such obligation. Any
such obligation shall bear interest at a rate determined by the Sec-
retary of the Treasury, taking into consideration the current average
market vield on outstanding marketable obligations of the United
States of comparable maturities during the month preceding the 1s-
suance of any obligation authorized by this subsection. The Secretary
of the Treasury shall purchase any obligation of the Corporation is-
sued under this subsection, and for such purchase he may use as &
public debt transaction the proceeds of the sale of any securities issued
under the Second Liberty Bond Act. The purpose for which securities
may be issued under such Bond Act shall include any such purchase.

Purpose

Subsection (f) provides an authorization for such appropriations as
may be necessary to replenish or increase the insurance and guaranty
fund, to discharge liahilities under insurance, guaranties or reinsur-
ance or to repay borrowings from the Secretary of Treasury pur-
suant to this section ; provided, however, that congressional appropria-
tion to angment the insurance reserve, unless required to satisfy the
full faith and credit provision of section 317(c), would be permitted
only after that reserve had dropped below $25 million and would
require a new congressional authorization. In order to permit the Cor-
poration to quickly cover valid elaims, the Corporation can borrow
up to $100 miilion from the U.S. Treasury, but such borrowing must
be repaid within 1 year.

Background
This section is identical to FAA section 235 ().

Secrox 316
Text
Sec. 816. Incoyme axp RevExtes—In order to carry out the pur-
poses of the Corporation, all revenues and income transferred to or
carned by the Corporation. from whatever source derived, shall be
held by fhe Corporation and shall be available to carry out its pur-
poses. including without limitation—

() payment of all expenses of the Corporation, including
investment promotion expenses:

(b) transfers and additions fo the insurance or guaranty re-
serves, the Direct Investment Fund pursuant to section 313, and
such other funds or reserves as the Corporation may establish at
such time and in such amounts as the Board may determine; and

(¢) payment of dividends, on capital stock, which shall consist
of and be paid from net earnings of the Corporation after pay-
ments. transfers, and additions under subsections (a) and (b)
hereof.

Purpose

This section provides for the use of revennes and income earned by
the Corporation, including fees from insurance and guaranty pro-
orams, interest from loans. and other receipts cuaracterized as 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 Corporation’s activities. In addition,
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the Board of Directors may make allocations from this account to the
Insiirance or guaraniee reserves, the direct investment fund, or other
funds or reserves which the Corporation may establish. The Corpora-~
tion will then pay to the U.S. Treasury dividends consisting of its net
carnings after payment of expenses and allocations to reserves and
other funds.

Background

This section is identical to FA A section 236.

Section 317
Text '

Sec. 317. Gexerar Provisrons RELATING TO INSURANCE AND Gurar-
ANTY ProoraM.—(a) Insurance, guaranties, and reinsurance issued
under this title shall eover investment made in connection with proj-
ects In any developing country or area with the government of which
the President of the United States has agreed to institute 2 program for
Insurance, guaranties, or reinsurance.

(b) The Corporation shall determine that suitable arrangements
exist for protecting the interest of the Corporation in connection with
any Insurance, guaranty or reinsurance issued under this title, includ-
Ing arrangements concerning ownership, use, and disposition of the
currency, credits, assets, or investments on dccount of which payment
under such insurance, guaranty, or reinsurance is to be made. and
right, title, claim, or cause of action existing in connection therewith.

(c) All guaranties issued prior to July 1, 1956, all gnaranties issued
under sections 202(b) and 413(b) of the Mutual Security Act of 1954,
as amended, all guaranties heretofore issued pursuant to prior guar-
anty authorities under the Foreign Assistance Act of 1961, as amended,
and all insurance, reinsurance, and guaranties issued pursuant to this
title shall constitute obligations, in accordance with the terms of such
Insurance, reinsurance, or guaranties, of the United States of America
and the fnll faith and credit of the United States of America is hereby
pledged for the full payment and performance of such obligations.

(d) Fees shall be charged for insurance, guaranty, and reinsurance
coverage in amounts to be determined by the Corporation. In the
event fees charged for investment insurance, guaranties, or reinsur-
ance are reduced, fees to be paid under existing contracts for the
same type of insurance, guaranties, or reinsurance and for similar
guaranties issued under predecessor guaranty authority may be
reduced.

{e) No insurance, guaranty, or reinsurance of any equity invest-
ment shall extend beyond twenty years from the date of issuance.

(f) No insurance, reinsurance, or guaranty issued under this title
shall exceed the dollar value, as of the date of the investment, of the
investment made in the project with the approval of the Corporation
plus interest, earnings or profits actually acerued on said investment
to the extent provided by such insurance, reinsurance or guaranty
except that the Corporation may provide for appropriate adjust-
ments in the insured dollar value fo reflect the replacement cost of
project assets. Notwithstanding the preceding sentence, the Corpora-
tion shall limit the amount of direct insurance and reinsurance by it
under section 814 so that risk or less as to at least 10 per centum of
the total investment of the insured and its affiliates in the project is
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borne by the insured and such affiliates except that this limitation shall
not apply to direct insurance or reinsurance of loans made by banks
or other financial institutions to unrelated parties. The preceding sen-
tence shall not apply to the extent not permitted by State law.

~(g) No payment may be made under any guaranty, insurance or
reinsurance. issued pursuant to this title for any-loss arising out of
fraud or misrepresentation for which the party seeking payment is
responsible. o e S

-(h) Insurance, guaranties, or reinsurance of a loan or equity invest-
ment of an eligible investor in a foreign bank, finance company, or
other credit institution shall extend only to such loan or equity invest-
ment made by such foreign bank, finance company, or other credit
institution. S : IR

(1) Claims arising as a result of insurance, reinsurance or guaranty
operations under this title or under predecessor guaranty authority
may be settled, and disputes arising as a result thereof may be arbi-
‘trated with the consent of the parties, on such terms and conditions
as the Corporation may determine. Payment made pursuant to any
such settlement, or as a result of an arbitration award, shall be final and
conclusive notwithstanding any other provision of law.

(1) Each guaranty confract executed by such officer or officers as
may be designated by the Board shall be conclusively presumed to be
issued in compliance with the requirements of this Act.

(k) In making a determination to issue insurance, guaranties, or
reinsurance under this title, the Corporation shall consider the pos-
sible adverse effect of the dollar investment under such insurance,

aranty, or reinsurance upon the balance of payments of the United

tates. '

(1} (1) No payment may be made under any insurance or reinsur-
ance, which is issued under this title on or affer the effective date of
‘this subsection, for any loss occurring with respect to a project, if any
Federal agency (other than the Corporation) has made a final de-
termination, or any court, of the United States has entered a final
judgment, that an investor seeking payment under this title, or any
agent of such investor, is resporsible for an act of bribery, as defined
in section 318(e), with respect to that project.

(2) The provisions of this subsection shall expire upon the date of
enactment of general legislation providing for criminal penalties for
acts of bribery committed by investors in order to influence actions

-

of a foreign government.
Purpose

- This section set out a number of general provisions relating to the
insurance and guaranty programs:

Under subsection (};}3 insurance, reinsurance and guaranty pro-
grams will operate pursuant to agreements between the United States
and the governments of countries where projects are located, and the
practice of requiring prior host government approval of each specific
project will be continued. = o _

" Subsection _(b) requires that the Corporstion determine that suit-
able arrangements exist for protecting its interest in connection with
insurance, reinsurance, and guaranty operations. el

Subsection-(¢) provides that both existing-and new gnaranties, in-
surance and reinsurance are backed by the full faith and credit of the
United States.
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Subsection (d) permits the Corporation to determine fees for in-
surance, reinsurance, and guaranty coverage. ‘

Subsection (e) puts a 20-year limitation cn coverage for equity
investments.

~ Subsection (f) limits the coverage of an investment to the approved
investment plus actually accrued interest, earnings or profits. How-
ever, the Corporation may make appropriate adjustments in the in-
sured dollar value of an investment to reflect the replacement cost of
project assets between the time & policy is written and & claim is filed.
The Corporation will probably onlg' utilize this authority with respect
to coverage of war, revelution and insurrection and anticipates that
the increased coverage will be applicable only where a claimant in-
tends to reestablish its iInvestment after war, insurrection or revolution
has ended and only if it has been paying for the increased coverage.
Subsection (f) further limits coverage with respect to an investment
so that the risk of loss of at least 10 percent of the total investment of
the insured and its affiliates in the project is borne by a person other
than the Corporation on the date the insurance is issued. However, this
coinsurance feature would not apply to loans by banks or other finan-
cial institutions to unrelated entities.

Subsection (g) prohibits payments under guaranties, insurance, or
reinsurance if losses occur as a result of fraud or misrepresentation for
which the investor is responsible. However, 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.

Subsection (h) Iimits insurance, reinsurance, 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. :

Subsection (1) provides that compromise settlements or arbitration
awards pursuant to claims under insurance, reinsurance, or guaranty
operations shall be final and conclusive.

Subsection (j) provides that guaranty contracts executed by duly
designated Corporation officials shall be conclusively deemed to be
issued in compliance wiih the requirements of the act. A claimant
would not, however, be protected if execution of the contract was
induced by fraud or misrepresentation for which he was responsible.

Subsection (k) requires the Corporation to consider, in issuing
insurance, reinsurance, or guaranty coniracts, the possible adverse
effect of the dollar investment involved upon the balance of payments
of the United States.

Subsection (1) prohibits the Corporation from paying any claim
under insurance or reinsurance issued subsequent to the effective date
of the subsection if the claimant has been found responsible by a Fed-
eral agency or court for an act of bribery—as defined in section 318

(e)—with respect to the project to which the claim relates. The sub-
section specifies that its provisions shall expire upon the enactment
of general criminal legislation on the subject, which cccurred with the
enactment of the Foreign Corrupt Payments Act of 1977.

Background
This section is essentially identical to FA A section 287.
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Secriox 318
Text

Sec. 318. Derixrrions.—As used in this title—
(a) the term “investment” includes any contribution of funds,
 commodities, services, patents, processes, or techniques, in the
form of (1) a loan or loans to an approved project, (2) the pur-
* chase of a share of ownership in any such project, (3) participa-
tion in royalties, earnings, or profits of any such project, and (4)
the furnishing of commodities or services pursuant to a lease or

other contract; :

(b) the term “expropriation” includes, but is not limited to,
any abrogation, repudiation, or impairment.by a foreign govern-
ment of its own contract with an investor with respect to a proj-
ect, where such abrogation, repudiation, or impairment is not
caused by the investor’s own fault or misconduct, and materially
adversely affects the continued operation of the project:

(c) the term “eligible investor” means (1) United States citi-
zens; (2) corporations, partnerships, or other associations in-
cluding nonprofit associations, created under the laws of the
United States or any State or territory thereof and substantially
beneficially owned by United States citizens; and (3) foreign
corporations, partnerships, or other associations wholly owned
by one or more such United States citizens, corporations. part-
nerships, or other associations: Provided, however, That the eli-
gibility of such foreign corporation shall be determined without
regard to any shares in sggregate less than 5 per centum of the
total issued and subscribed shared capital, held by other than
the United States owners: Provided further, That in the case of
any loan investment a final determination of eligibility may be
made at the time the insurance or guaranty is issued; in-all other
cases, the investor must be eligible at the time a claim arises as
well as the time the insurance or guaranty is issued ;

(d) the term “predecessor guaranty authority” means prior
guaranty authorities (other than housing guaranty authorities)
repealed by this Act, or the Foreign Assistance Act of 1969, sec-
tions 202(b) and 413(b) of the Mutual Security Act of 1954, as
amended, and section 111(b)(3). of the Economic Cooperation
Act of 1948, as amended (exclusive of authority relating to in-
formational media guaranties) ; and ,

(e) the term “act of bribery” means an offer or promise to pay,
or a payment of, any significant amount of money, or an offer or
promise to give, or a gift of, anything of significant value, by an
investor seeking payment under this fitle or any agent of such

- investor— | _

(1) to an individual who is an official of a foreign govern-
ment or instrumentality thereof for the purpose of inducing
such individual to use his influence within such foreign gov-
ernment or instrumentality to affect any decision or other
action of such foreign government or instrumentality with
respect {o a project of such investor for which insurance or
reinsurance is issued under this {itle;

{2) to any person if such investor or agent knows or has
reason to know that all or & portion of such moneys or thing
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of value will be offered, given, or promised, directly or indi-
rectly, to any individual who is an official of a foreign gov-
ernment or instrumentality thereof for the purpose of in-
- ducing such individual to use his influence within such for-
.elgn govemment or instrumentality to affect any decision or
. other action of such foreign government or mstrumentahty
with respect to a projeet of ‘such investor for which insur-
 gnce or reinsurance is issued under this title; or.- -

{3} to any forezgn political party or official thereof or any
candidate for foreign political office for the purpose of in-
duclrig such party, oﬁma} or candidate to use his orits influ-

- ence with a forelgn government or instrumentality thereof
- to affect any decision of ‘other gction of such foreign govern-
* ment or mstrumentahty ‘with Tespect to a pro;ect of- such

investor for which msura,nce or reinsurance’ IS Issue& under
thls title. ' :

Purpose :

This section pmvxdes definitions. of cerfa,m 1mp0rtant terms used in
title I1:

Subsection (a)——-—Investment A broa,d éeﬁmtxon is glven to illus-
trate the numerous forms by which investments can be made.

'Subsection (b)—Exprepriation: This definition, taken with little

change from the legislation under which ATD operated the program,
provides that expropriation “includes” breach by a- foreign govern-
ment of its contract with the investor under certain circumstances.
‘The phrase “with respect to a project” is intended to make it clear
that the contract may cover the abrogation, repudiation, or impair-
ment of the type of contract in which a foreign government, acting as
a sovereign, confers rights and benefits in connection with a project
without covering various other contracts, such as those in which the
foreign government operates basically as ‘the buyer or seller of goods
or services. Although the Corporation may pay the claim immediately,
action may be brought in the local courts by the Corporation to pro-
tect ilsinterests. -

Subsection (c¢)—Eligible investor: Since it is impractical to obtain
direct evidence of the c1tzzensh1p of beneficial owners of publicly held
corporations, determinations of eligibility will be made by relying
on record addresses or by applying other reasonable standards of in-
direct evidence.

Subsection (d)-nPredecessor guaranty authority: The term “pre-
decessor guaranty authority,” as used in this title, means prior guar-
anty insurance and reinsurance authorities repealed by the bﬂl or
by the Foreign Assistance Act of 1969, and certain provisions in "the
Mutual Security Act of 1954, as amended and the Economic Coop-
eration Act of 1948, as amended. The definition, however, excludes
mformation media O'uaranty authority and housing guaranty author-
ities.

Subsection (e) —Act of bribery: This definition is wrtua.l}v iden-
tical to that contaired in the Foreign Corrupt Payments Act of 1977,
imposing criminal penalties on U. S persons who engage in bribery of
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'fbﬁeignsgﬁwmﬁaéntloﬁcials, but limits the term to bribes connected
~ with OPIC insured projects.

. Background .
- This section is idéntical to FA A'section 238.

) SectioN 319
Text _
‘Sme. 319. GrnEran Provisions axp Powgrs.—(a) The Corporation
zhall have its principal office in the District of Columbia and shall
be déemed, for purposes of venue in civil actions, to be resident
thereof. . . , |
(b) The President shall transfer to the Corporation, at such time
as he may determine, all obligations, assets, and related rights and
responsibilities arising otit of, or related to, predecessor programs and
authorities similar to those provided for in section 314 (a), (b), and
(d). Until such transfer, the agency heretofore responsible for such
predecessor programs shall continue to administer such assets and
obligations, and such programs and activities authorized under this
title as may be determined by the President. )
{¢) The Corporation shall be subject to the applicable provisions
of the Government Corporation Control Act, except as otherwise pro-
vided in this title.
{d) To carry out the purposes of this title. the Corporation’ is
authorized to adopt and use a corporate seal, which shall be judicially
noticed: to sue and be sued in its corporate name; to adopt, amend,
and repeal bylaws governing the conduct of its business and the
performance of the powers and duties granted to or imposed upon it
by law: to acquire, hold, or dispose of, upon such terms and condi-
tions as the Corporation may determine, any property. real, personal,
or mixzed tangible or intangible .or any interest therein; to invest
finds derived from fees and other revenues in obligations of the
United States and to usé the proceeds therefrom, ineluding earnings
and profits, as it shall deem appropriate; to indemnifv directors,
officers. employees, and agents of the Corporation for liabilities and
expenses incurred in connection with their Corporation activities;
to require bonds of officers, employees, and agents and pay the pre-
miums therefor; notwithstanding any other provision of law, ito
represent itself or to contract for representation in all legal and
arbital proceedings; to purchase, discount, rediscount, sell, and nego-
tiate, with or without its endorsement or guaranty, and enarantee
notes. participation certificates, and other evidence of indebtedness
{provided that the Corporation shall not issue its own securities. ex-
cept participation certificates for the purpose of carrying out section
311(c) (3) or participation certificates as evidence of indebtedness
held by the Corporation in connection with setflement of claims under
section 817(1)) : to make and carry out such contracts and agreements
as are necessary and advisable in the conduct of its business: to exer-
cise the priority of the Government of the United States in eollect-
ine debts from bankirupt, insolvent, or decedents’ estates: to deter-
mine the character of and the necessity for its obligations and ex-
penditures, and the manner in which they shall be incurred, allowed,

23-347—78——5
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- and paid, subject to provisions of law specifically applicable to Gov-

ernment corporations; and to take such actions as may be necessary or

- appropriate to carry out the powers herein or hereafter specifically

conferred upon it. - :
(e) The Auditor-General of the Administration (1) shall have the
responsibility for planning and directing the execution of audits, re-
views, investigations, and inspections of all phases of the Corporations
operations and activities and (2) shall conduct all security activities of
the Corporation relating to personnel and the control of classified
materiai. With respect to his responsibilities under this subsection, the

- Auditor-General shall report to the Board. The Administration shall

be reimbursed by the Corporation for ail expenses incurred by the

Avxuditor-General in conneetion with his responsibilities under this

subsection. - R _ N o
(£) In order to further the purposes of the Corporation there shall

be established an Advisory Counci! to be composed of such represen-

tatives of the American business community as may be selected by the
Chairman of the Board. The Administrator, the President of the
Corporation and the Board shall, from time to time, consult with sach
Council concerning the objectives of the Corporation. Members of
the Council shall receive no compensation for their services but shall
be entitled to reimbursement in accordance with section 5703 of title 5
of the United States Code for travel and other expenses incurred by
them in the performance of their functions under this section. '

(g) Except for the provisions of this title, no other provision of this
or any other law shall be construed to. prohibit the operation in Yugo-
slavia or Romania of the programs authorized by this title, if the
President determines that the operation of such program in such
countryis important to the national inferest. . = ' :

(h) Within six months after the date of enactment of this Act the
Corporation shall develop and implement specific criteria intended to
minimize the potential environmental implications of projects under-
taken by investors abroad in accordance with any of the programs an-
thorized by this title, . ‘
Purpose B ‘ 3 :

" Subsection (a) provides that the Corporation’s principal office shall
be in the District of Columbia. The Corporation will be deemed a. resi-
dent.of the District of Columbia for purposes of venue in civil actions.

Subsection (b) restates the authority of the President. to transfer to

the Corporation all obligations, assets, and related rights of predeces-

SOT programs. ) |
Subsection (c) provides that the Corporation will be subject fo
applicable provisions-of the Government Corporation Control Act and,

accordingly, it will maintain acccrints 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 Treasury obligations
as provided in section 319(d). _ L
Subsection (d) provides those general corporate powers which
are appropriate to the operations of a Government corporation carrv--
ing out the purposes and activities specified in title IT of chapter IIT.

Accordingly, the Corporation is authorized to use a corporate seal: .-
to stie and be sued; to establish bylaws; to deal with property; to .
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5 mvest its revenues in U.S. obligations; to pay dividends; to indemnify -

directors, officers, and others who act on its behalf, for liabilities
and expenses incurred in conmection® with their duties; to require

“bonds and pay the premiums with respect to those acting on its
. ~behalf; to represent itself in legal and arbitration proceedings; to-
7 sell, negotiate, anJ guarantee notes and other evidence of indebtedness

' held ‘by the Corporation (including participation certificates repre-

- senting portions of such notes or evidences of indebtedness or repre-
- senting evidence of indebtedness held by the Corporation in connec-

tion with settlement of claims) ; to enter into contracts and agreements;
to exercise the priority of the U.S. Government in debt collection;
-to determine the character and necessity for its obligations and ex-

. penditures subject to laws specifically applicable to Government cor-

porations; and to take such actions as may be appropriate to carry
" out its business. _ '

Subsection (e) provides that the Auditor General of the Admin-
istration shall also have the same general duties and responsibilities
forthe Corporation. '

Subsection (f) restates FAA section 239(f) providing for the
establishment of an Advisory Coureil composed of representatives
of the American business community which would be available to
consult with the Corporation’s Board and President. This section.

- had, however, been rendered inoperative by the provisions of the

Federal Advisory Committee Act, Public Law 92-463.

- Subsection (g) permits the Corporation to operate programs in.
‘Romania and Yugoslavia.

Subsection (h) requires the Corporation to develop and implement
specific eriteria to minimize the potential environmental implications
of projects.: - '

Background

This section is essentially identical to FAA section 239.
Text

Sec. 320. Reports To THE Coxcress—(a) After the end of each
fiscal year, the Corporation shall submit to the Congress a complete
and detailed report of its operations during such fiscal year, including
an assessment of the economic and social development impact and
benefits of such operations and the extent to which such operations
complement or are compatible with the development assistance pro-
grams of the United States and other donors. :

(b) Not later than December 31, 1980, the Corporation shall submit
to the Congress a report on the development of private and multilateral
programs for investment insurance and any participation arrange-
ments it has made. E
Purpose

Subsection (a) requires the Corporation to submit annually to the
Congress a complete and detailed report of its operations. This report
wiil include material customarily submitted by Government corpora-
tions under section 104 of the Government Corporation Control Act,
but will include such further detail as may be deemed appropriate by
the executive branch or réquested by the Congress. It shall specifically
include an assessment of the Corperation’s success in achieving ifs
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developmental goals. The Cerporation will have to develop appropri-
ate criteria to measure the social and economic developmental impact

‘of its operation, and present its assessment to Congress in such a man-
ner that the Corperstion’s pregrams can be evaluated as a part of
U.S. foreign assistance efforts.

Subsection (b) requires the Corporation to submit a report to Con-
gress on the development of its nultilateral and private reinsurance
programsnot later than December 31, 1980.

Background

'This section i1s identical to FA A section 240A.

Text ,

Skc. 831. WorrowmmE Housine Goarantees.—The Congress recog-
nizes that shelter requirements are among the most fundamental of
human needs. Shelter for most people in the developing countries
consists largely of domestic materials assembled by local fabor., Most
financing for such housing must come from domestic resources. The
Congress finds that carefully designed programs involving United
States eapital and expertise can increase the availability of domestic
financing for improved housing and related services for low-income
people by demonstrating to local entrepreneurs and institutions that
providing credit for low-cost housing can be financially viable.

The Congress reaffirms, therefore, that the United States should
continue to assist the private sector in marshaling resources for low-
cost housing in devéloping countries. Particuiar attention should be
~ given to programs which will support pilot projects for low-cost shel-
ter or which will kave a maximum demonstration impact on leocal
financial institutions. The Congress declares that the longrun goal
of all such programs should be to stimulate local credit institutions
to make available domestic capital for financing low-cost shelter. .

Purpose ' _

This section introduces the title IIT (housing guarantees) of chap-
ter I11. .
. In developing countrl:s’ financing materials and labor for most
housing are obtained from local sources. However, programs utilizing
U.S. capital and expr.use can increase the ~vailability of lecal fi-

nancing for housing or? ~lated wes for lov mncome people by
demonstrating the financial viability of credi. 3)stems for low-cost,
housing.

The second paragraph makes clear that all programs authorized-un-
der this title should be designed with the longrun goal of stimulating
local credit institutions to make available domestic capital for fi-
nancing low-cost shelter. Such programs should generally support
pilot projects in which guaranties allow for experimentation with
new kinds of credit programs. or shounld be demonstration projects,
in which technigues proven in other countries are transferred to a
developing country to demonstrate their effectiveness to local entre-
preneurs and grvexment officials. . T

Background | o
This section is uerived from FAA section 221. The new section em-
phasizes that projects authorized under the title are to be designed
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_to-have a significant impact on the development of domestic institu-
_ -tions which do or could provide credit for low-cost housing for poor
people. Limits of guaranty authority ave contained in section 332.

; SectioN 332
" Sgc. 332, AurmorizaTioN.—(a) To carry out the policy of section
331, the Administrator is authorized to issue guaranties to eligible in-
vestors, as defined in section 318(c), assuring against losses incurred
in connection with loans made pursuant to section 331. The total prin-
cipal amount of guaranties issued under this chapter or heretofore
-issued under the predecessor legislation, outstanding at any one time
shall not exceed $ . The authority of this section shall
continte until September 30, 1980. The Administrator may issue regu-
lations from time to time with regard to the terms and conditions upon
which such guaranties shall be issued and the eligibility of lenders.
(b) Activities to be carried out under this section sha 1 emphasize—
(1) projects which provide improved home sites to poor families
on which to build shelter, and related services;
(2) grojects comprised of expandable core shelter units on
serviced sites; ‘,
~ (3) slum upgrading projects designed to conserve and improve
existing shelter;
 (4) shelter projects for low income people designed for demon-
stration or institution building purposes; and
(5) community facilities and services in support of projects au-
thorized under this section to improve the shelter occupied by the
poor.

Purpose
Section 332(a) authorizes the Administrator to issue guaranties
‘to eligible investors against losses incurred in loans made in connection
with projects meeting the criteria of sections 331 and 332(b). The sec-
tion specifies a ceiling on the total principal amount of loan guaranties.
Subsection (b) lists the specific kinds of projects which are to be
emphasized in the nousing guaranty program.

Background

In the FAA, general authority for the housing guaranty pro-
gram is provided in section 221. FAA section 222(c) provides a sepa-
rate authority for programs in Latin America. This separate authority
dates back to the enactment of the Alliance for Progress provisions
in the FAA. Section 332 of the bill combines these two authorizations
inton single consolidated program.

Section 222(b) of the FAA contains a list of the kinds of projects
for which guaranties can be issued in Latin America; FAA section
921 links the general worldwide authority to the kinds of projects
deseribed in 222(b). Compared to the FAA, the bill provides a clearer
set of guidelines as to the specific kinds of projects for which cuaranties
may be issued. These guidelines require that most projects should
involve low-cost housing and related services.

SectioN 333
Text ,.

Sec. 333. GEnErar Provistoxs.—(a) A fee shall be charged for each
guaranty issued under section 332 in an amount to be determined by
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the Administrator. In the event the fee to be charged for such type
guaranty is reduced, fee to be paid under existing contracts for the
same type of guaranty may be similarly reduced.

Purpose

Subsection (a) requires a fee to be charged in return for the issuancs
of a guaranty. The second sentence permits prior fee schedules to be
appropriately reduced when new fee schedules are reduced. '

Background
This subsection is derived from FAA section 223. Fees charged to
borrowers provide the Housing Guaranty Program with income to

cover claims, pay all salaries and operating expenses of the program,
-and from time to time replenish the reserve fund.
Text '

Sec. 333. (b) The amount of $50,000,000 of fees accumulated under
prior investment guaranty provisions repealed by the Foreign Assist-
‘ance Act of 1969, together with all fees collected in connection with
guaranties issued under section 332 or under prior housing guaranty
authorities shall be available—

(1) for meeting necessary administrative and operating ex-
penses of carrying out the provisions of section 332 and of prior
housing guaranty provisions repealed by the Foreign Assistance
Act of 1969 (including but not limited to expenses pertaining to
personnel, supplies, and printing), subject to such Limitations as
may be imposed in annual appropriations Acts.

(2) for meeting management and custodial costs incurred with
respect to currencies or other assets acquired under guaranties
made pursuant to section 332 or heretofore pursuant to prior
Latin American and other housing guaranty authorities repealed
by the Foreign Assistance Act 0f 1969;

(8) to pay the cost of investigating and adjusting (including
costs of arbitration) claims under such guaranties; and

(4) for expenditure in discharge of Liabilities under such guar-
anties until such time as all such property has been disposed of
and all such liabilities have been discharged or have expired, or
until all such fees have been expended in accerdance with the
provisions of this subsection,

Purpose

This subsection provides that existing earned fee income and future
fee income will be available to pay necessary administrative and eper-
ating costs of the program, pay costs of preserving and managing
assets, pay costs of investigating and litigating claims under guar-
anties snd discharge liabilities under guaranties.

Background

Subsection (b) is substantially similar to FA A section 223(b). This
subsection is designed to permit the guaranty program to operate on a
self-sufficient basis without the need for appropriations.

Text

Sec. 333. (c) Any payments made to discharge Iiabilities under
guaranties issued under section 832 or heretofore under prior Latin
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American or other housing guaranty authorities repealed by this Act
or the Foreign Assistance Act of 1969, shall be paid first ont of fees
referred to in subsection (b) (excluding amounts required Tor pur-
poses other than the discharge of liabilities under guaranties) as long
ss such fees are available, and thereafter shall be paid out of funds, if
any, realized from the sale of currencies or other assets acquired In
connection with any payment made to discharge liabilities under such
guaranties as long as fands are available, and finally out of funds

hereafter made available pursuant to subsection {¢).

Purpose

This subsection prescribes the order of priority for the use of new
fee income, earned reserves, and, if necessary, appropriated funds. The
subsection requires the exhaustion of current fee income and, next,
carned reserves, prior to resorting to appropriation action.
Backgound _

This subsection is substaniially similar to FAA section 223(c) and
reinforces the concept that the guaranty program should be self-
sustaining.
Text

Sec. 333. (d) All guaranties issued under section 332 or previously
under section 240 of the Foreign Assistance Act of 1961, as amended,
or heretofore under prior Latin American or other housing guaranty
authority repeaied by the Foreign Assistance Act of 1969 shall consti-
tute obligations, in accordance with the terms of such guaranties, of
the TTnited States and the full faith and credit of the United States is
hereby pledged for the full payment and performance of such
obligations.
Purpose

This subsection pledges the full faith and credit of the United
States for the discharge of its obligations under the guarantee
program.
Background

This subsection is substantially similar to FAA section 223(d)
and is intended to strengthen lender confidence in the guarantee pro-
gram and to reduce interest rates charged to borrowers.
Text

SEc. 333. (e) There is authorized to be sppropriated to the Ad-
ministrator such amounts, to remain available until expended, as
maiy be necessary from time to time to carry out the purpcses of this
title.
Purpose

This subsection provides a standby authorization for appropriations
should the need ever arise.
Background

This subsection is derived from FAA section 223(a) and will
facilitate the appropriation process in case of unforeseen emergency
needs.
Text

Sgc. 333. (£) In the case of any loan investment guaranteed under
section 32. Administrator shall prescribe the meximum 7rste of
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interest allowable to the eligible investor, which maxzimum rate shall
not be less than one-half of 1 per centum above the then current rate
of interest applicable to housing mortgages insured by the Depart-
ment of Housing and Urban Development. In no event shall the Ad-
ministration prescribé a maximum allowable rate of interest which
exceeds by more than 1 per centum the then current rate of interest
applicable to housing mortgages insured by such Department. The
maximum allowable rate of interest under this subsection shall be
prescribed by the Administration as of the date the project covered
by the investment is officially authorized and, prior to the execution
of the contract, the Administration may amend such rate at its dis-
cretion, consist with the provisions of subsection (f).
Purpose

This subsection prescribes a maxinium rate of interest allowable
in the guarantee program. The maximum rate is expressed in terms
of a range (one-half of 1 percent to 1 percent above current HUD
rates applicable to houses insured by HUD). The maximum rate may
fluctuate with the range set above. ‘
Background

The subsection is derived from ¥ A A section 223(f) and was inserted
in the FAA of 1966 to contro! interest rates. The use of & range of
interest rates with a2 minimum figure was designed to prevent U.S.
(Government agencies with monetary authority fo artificially prescribe
a maximum rate which in relation to the existing capital market in-
terest rates was too low to permit the program te function. Actual
interest rates are set by normal capital market forees, and interest
rates charged under housing guarantee loans from time to time may be
less than the maximum range specified above.
Text

Sec. 333. (g) Housing guaranties committed, authorized, or oui-
standing under prior housing guaranty authorities repealed by this
Act or the Foreign Assistance Act of 1969 shall continue subject to
provisions of law originally applicable thereto and fres collected here-
after with respect to such guaranties shall be available for the purposes
specified in subsection (b).
Purpose

This subsection serves as 2 savings provision stating that prior hous-
ing guaranties issue under predecessor legislation remain vaiid.
Background

This subsection is substantially identical to FAA section 223(g)}.
This savings clause confirms the validity of guaranties issued under
laws and authorities no longer in force.

Text

Szc. 333, (h) No payment may be made under any guaranty issued
pursuant to this title for any loss arising out of fraud or misrepre-
sentation for which the party seeking payment is responsible. '
Purpose

This subsection provides that 1o payment on a guaranty may be
made where the person seeking such payment is responsible for fraund
or msrepresentation,
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Background

This subsectioh was derived from FAA section 223(h). This provi-
sion was first introdueed in the FAA in 1967 and represents a general
view that even a full U.S. guaranty should not require payment in the
face of s lender’s own fraud.

Text

Sgc. 833. (1) Guaranties shall be issued under section 332 only for
housing projects which are specifically designed to demonstrate the
feasibility and suitability of particular kinds of housing or of financial
or othér institutional arrangements. Of the aggrégate face value of
housing guaranties hereafter isSuéd under this titlé, not less than 90
per centum shall bé issued for housing suitable for families with in-
come below the medisn income (below the meédian urbatn incoimes for
housing in urban areas) in the country in which the housing is located.
The face value of guaranties issued with respéct to housing in any
county shall not exceed $25,000,000 in any fiséal year, and the average
face value of guaranties issued in any fiscal yéar shall not exceed
$15,000,000. Notwithstanding the provisions of the first senfence of
this subsection, the Admir.istrator is authorized to issue housing guar-
anties until September 30, 1979, as follows: In Israel not exceeding a
face amount of $75,000,000, in Portugal not exceeding a face amount
of $30,000,000, and in Lebanon, not exceeding a face amount of
£30,000,000.

Purpose

Subsection (i) provides that guaranties should be issued only for
housing projects designed to demonstrate the feasibility of housing
construction, housing finance or other institutional arrangements
affecting housing and shelter.

The subsection inserts a rule of eligibility for beneficiaries based
upon median income statistics for rural and urban areas in the country
involved. Ninety percent of housing actually financed by the guaran-
teed loans must be suitable or affordable by families earning below the
median income in their respective areas.

This subsection limits the total amount of gnaranties issued for any
one country in any one fiscal year to $25 million, Also the average face
value of guaranties to be issued in any fiscal year is limited to $15
million.

Background

This subsection is substantially similar fo FAA section 223(3) with
the exception that rales for country eligibility appearing in F;{A sec-
tion 223(3) (1) and (2) have been omitted. The FAA rule generally
restricted the issuance of guaranties to countries receiving develop-
ment assistance. Under subsection 333 (i) of the bill, guaranties conld
be issued for shelter projects benefiting below-median-income families
in countries where no appropriated development funds are being used.

The remaining portions of subsection 333(i) are designed to spread
the benefiis of the guaranty authorily to a greater number of coun-
tries—by limiting the average size of each guaranty—and insure that
poorer families directly benefit—by inserting the below-median-
income test.

The last sentence of subsection (i} provides that guaranties in Israel,
Poriugal, and Lebanon are not restricted to demonstration projects.
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The amounts given as ceilings for programs in Israel, Portugal, and
Lebanon represent the carrying forward of existing authority under

a

the FA A, rather than new authority.
Text :

Sec. 383. (j) All funds made available for meeting the necessary
administrative and operaiing expenses of carrying out the provisions
of section 332 and housing guaranties heretofore authorized under
predecessor authority may be invested .in obligations of the United
States which are determined te be appropriste for such an investment
by the Secretary of the Treasury or in such other obiigations or securi-
ties as the Secretary of the Treasury determines to be appronriate.
Any interest or other receipts derived from such investments. together
with any receipts derived from indemnities, or penalties derived from
obligations incurred by parties {0 agreements made in connection with
guaranties issued hereunder or predecessor authority, may be used for
the same purposes with respect to each section as the fees collected with
respect to such section.

Purpose

This subsection {j) permits the investment of earned fee income
in U.S. and other obligations deemed appropriate by the Treasurv
with the resuliing income t6 be used for the same purposes as new fee
income under section 333 (b). -

Background

This subsection is new but is based upon similar legislation applica-
ble to OPIC. This provision will tend to insure the continued opera-
tion of the guarantee program on a self-sustaining basis. The real
value of existing earned reserves of the program ( approximately $49
million) has declined over the years that such reserves have been main-
tained in noninterest-earning U.8. Treasury accounts. Meanwhile
the contingent lability of the program has grown. Permitting the
reserves to be credited with interest would allow the value of the
reserves to grow with the contingent lability of the program.

Trize IV—AGRICUELTURAL AND Proprorye CREDIT AXD SriF-HELP
DeveroryMExT Comaruxrrizs PROGRAMS

Sectron $41

Text

Skc. 341. Gexeraz Porrcy.—(2) Tt is the sense of the Congress that
in order to stimulate the participation of the private secter in the
economic development of less-developed countries in Latin America,
the anthority conferred by this section should be used to establish piiet
programs in not more than five Latin American countries to encourage
private banks, credit institutions, similar private lending orcaniza-
1oms. cooperatives. and private nonprofit development organizations
to make Ioans on reasonable terms to organized groups and individuals
residing in & eommunity for the purpose of enabling sneh groups and
individuals to carry out agricultural eredit and self-help communitv
development projects for which such groups or individuals are unable
to obtain financial assistance on reasonable terms. Agricultural credit
and assistance for self-help community development projects should
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include, but, not be limited to, material and such projects as wells,
pumps, farm machinery, improved seed, fertilizer, pesticides, voca-
tional training, food industry development, nutrition projects, im-
proved breeding stock for farm animals, sanitation facilities, and
looms and other handicraft aids.

(b) To carry out the purposes of subsection (a), the Administrator
is authorized to issue guaranties. on such terms and conditions as he
shall determine, to private lending institutions, cooperatives, and
private nonprofit development organizations in not more than five
Latin American countries assuring against loss of not to exceed 50
per centum of the portfolic of such loans made by any lender to
organized groups or individuals residing in a community to enable
such groups or individuals to carry out agricultural credit and self-
help community development projects for which such groups or in-
dividuals are unable to obtain financial assistance on reasonable terms.

~ In no event shall the liability of the United States exceed 75 per cen-
tum of any ene loan. ,

(c) The total face amount of guaranties issued under this section
outstanding at any one time shall not exceed $15,000,000. Not more
than 10 per centum of such sum shall be provided for any one institu-
tion, cooperative, or organization.

(d) The Inter-American Foundation shall be consulted in develop-
ing criteria for making loans eligible for guaranty coverage in Latin
America under this section.

(¢) Not to exceed $3.000.000 of the guaranty reserve established
under section 333(b) shall be available to make such payments as may
be necessary to discharge liabilities under guaranties issued under this
section or any guaranties previously issued under sections 222A and
940 of the Foreign Assistance Act of 1961, 2s amended.

(£f) The authority of this section shall continue until September 30,
1982,

(g) Notwithstanding the limitations in subsection (c), foreign cur-
rencies owned by the United States and determined by the Secretary
of the Treasury to be excess to the needs of the United States may
be utilized to carry out the purposes of this section, including the dis-
charge of liabilities under this subsection. The authority conferred
by this subsection shall be in addition to authority coenferred by
any other provision of law to implement guaranty programs utilizing
excess Jocal currency.

(h) Fees collected in connection with guaranties issued under this
section shall be available to pay the administration costs incurred in

connection with programs authorized by this section.

Purpose

This section is designed to encourage and enable private banks,
other credit institutions, cooperatives, and private nonprofit develop-
ment organizations located in Latin American countries to make loans
to individuals and to organized groups in order to enable such individ-
uals and groups to carry out agricultural credit and self-help com-
munity development projects for which they are unable to obtain
financing from other sources. The Administrator is authorized to
issue guarantees covering a face value of no more than $15 million,
with liability against loss not to exceed 50 per centum of the portfolio
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of loans by any one lender, and no more than 75 per centum of the face
value of any single loan. The authority is limited to pilot programs
in five Latin American countries. |

Background .

This section is taken almost in its entirety from FAA section 2924.
The major substantive change is an extension in authority from De-
cember 31, 1977, in the FAA to September 30. 1982, in the bill. Al-
though this legislation was originally enacted in 1969, ATD has only
just begun several pilot ;>rograms. The program was transferred from
OPICto ATD in 1974,

Titie V—REDIBURSARLE SERVICES AND (0MMODITIES

SECTION 351
Foxt '

- Sec. 351. GENERAL AUTHORITY.—{a)} Whenever the Administrator
determines it to be consistent with and in furtherance of the purpose
of this Act, any agency of the United States Government is authorized
to furnish services and eommodities on an advance-of-funds or reim-
bursement basis to friendly countries, international organizations, the
American Red Cross, and voluntary nonprofit relief agencies regis-
tored with and approved by the Advisory Committee on Voluntary
Foreign Aid, including foreign voluntary nonprofit relief agencies so
registered and approved when no United States voluntary nonprofit
relief agency is available.

(b) Such’ advances or reimbursements may be credited to the cur-
rently applicabie appropriation, account, or fund of the agency
concerned and shali be available for the purposes for which such
appropriation, account, or fund is authorized to be used, under the
following circumstances:

{1} Advances or reimbursements which are received under this
section within 180 days after the close of the fiscal year in which
such services and commodities are delivered.

_ (2) Advances or reimbursements received pursuant to agree-
ments executed under this section in which reimbursement will
not be completed within 180 days after the close of the fiscal year
in which such services and commodities are delivered: Provided,
That such agreements require the payment of interest at the enr-
rent rate established pursuant to section. 2(b) (1) (B) of the
Export-Import Bank Act of 1945 (59 Stat. 526), and repayment
of such principal and interest does not exceed a period of three
years from the date of signing of the agreement to provide the
service: Provided further, That funds available for this para-
graph in any fiscal year shall not exceed $1.000,000 of the total
Tunds authorized for use in such fiscal year by chapter IT of this

- Act, and shall be available only to the extent provided in appro-
priation Acts. Interest shall be acerued as of the date of disburse-
ment to the agency or organization providing such services.

Purpose _
Section 351 authorizes U.S. Government agencies to furnish services

and commodities on an advance-of-funds or reimbursement basis to

iriendly countries, international organizations, the American Red
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Cross, and voluntary nonprofit relief agencies registered with and
approved by the Advisory Committee on Voluntary Foreign Aid. It
g.ermits the U.S. agency to credit funds received in rem%ursement
or-services and commodities furnished to the current applicable ap-
propriation, fund or aceount if the funds are received within 180 days
after the close of the fiseal year in which services or commodities are
delivered. _

The Administrator may reuse up to $1 million of reimbursements
received in any fiscal year from countries for services or commodities
furnished to such countries. even if the reimbursements are not re-
ceived within 180 days of delivery in accordance with existing law,
provided that the deferral of payment is made in accordance with an
agreement requiring payment of interest at Export-Import Bank rates
of interest, with repayment of principal and interest to be completed
within 3 years. Interest payments are paid into the Treasury.

Background
This section is taken directly from FAA section 607(a).

| SECTION 352
Text

SEC. 352. REMMBURSABLE DEVELOPMENT Procrasys.—The Adminis-
trator is authorized to use $£5,000.000 of the funds made available for
the purposes of this Act in the fiscal year 1979 to work w.th friendly
countries, especially those in which United States development pro-
grams have been concluded or those not receiving assistance under
chapter ITI of this Act, in stimulation of reimbursable aid programs
consistent with chapter I of this Act. Any funds used for purposes of
this section may be used notwithstanding any other provision of this
Act.

Purpose

This section authorizes the Administrator to use up to $5 million
of the funds made available for the bill in fiscal year 1979 to stimulate
reimbursable development programs which are consistent with the
development policies outlined in chapter I The Administrator is in-
structed to focus especially on those countries in which bilateral as-
sistance programs have been concluded or which do not receive assist-
ance asuthcrized under chapter I11. Funds used under this section may
be used notwithstanding any other provision of this act.

Background

This section is derived from FAA section 661. Some developing
countries mey have the financial resources to pay for needed technical
expertise and for equipment needed for development projects, but may
encounter difficulties in procuring technical assistance and materials.-
Funds authorized in this section may be used to cover such activities as
travel expenses and salaries of administration personnel who can
explain the reimbursable program to developing countries, and help
them design reimbursable projects. This program enables the admin-
istration to play a useful role in supporting a country’s development
efforts, with little direct cost to the U.S. Government.

There are two major differences from FAA section 661:
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The funding level has been increased from $2 million to $5 mil-
“ lion. This is one of the few bilateral programs available to the
Administrator for developing countries wlﬁich_ no longer .:quire
concessional assistance. The Administrator should be encouraged
to develop this program more fully. ' T
- In addition to stimulating reimbursable aid programs, FAA
section 661 authorized use of funds to facilitate “open and fair
access to natural resources of interest to the United States.” To
date, ATD has not used these funds for such a purpose. Since this
provision was enacted the United States has undertaken a wider
range of initiatives involving access to raw materials,

SECTION 353
Text

Sec. 353. Excess Properry.—(a) No Government-owned excess
property may be made available under this section, section 354, or
otherwise in furtherance of the purposes of chapter I of this Act,
unless, before the shipment of such property for use in a specified
country {or transfer, if the property is already in such country), the
Administration has approved such shipment or transfer and made a
written determination—

(1) that there is a need for such property in the quantity
requesizg. and that such property is suitable for the purpose
requested ; -

(2) as to the status and responsibility of the designated end-
nuser an% his ability effectively to use and maintain such prop-
erty, an

(3) that the residual value, serviceability, and appearance of

- such property would not reflect unfavorably on the image of the
United States and would justifv the costs of packing, crating,
handling, transportation, and other accessorial costs, and that the
residual value at least equals the total of such costs.

(b) Property classified as domestic excess property under the Fed-
eral Property and Administrative Services Act of 1949, as amended,
shall not be transferred to the Administration for use pursuant to the
provisions of this Act unless—

(1) such property is transferred for use exclusively by an
agency of the United States Government: or

(2) it has been determined in the same manner as provided for
surplus property in section 203(j) of the Federal Property and’
Administrative Services Act of 1949, as amended, that such prop-
erty 1s not needed for donation pursuant to that subsection.

The foregoing restrictions shall not apply to the transfer in any
fiscal year for use pursuant to the provisions of this Act of amounfs.
of such property with a total original acquisition cost to the United
States Government not exceeding $43,000,000.
Purpose '

- Subsection (a) requires that before Government-owned excess prop-
erty can be made available under sections 353 or 354 or otherwise in
furtherance of the purposes of the act, the Administration must make
a written determination that the property is needed and suitable
for the purpose requested ; that the end user is competent to use and
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maintain the property, and that the condition of the property is worth
the cost of transferring it and would not reflect unfavorably on the
image of the United States. - | :
" Subsection (b} provides that, with the exception of property ac-
quired in any fiscal year with a total original acquisition cost not ex-
ceeding $45 million, no domestic excess property shall be transferred
to the Administration for use pursuant to the provisions of the bill
_ -unless (1) it is acquired for use exclusively by a U.S. agency, or (2)
it is determined that such property is not needed for donation pursuant
to section 203(j) of the Federal Property and Administrative Services
Act of 1949, as amended. :
Background '

Subsection (a) is taken without substantive change from FAA sec-
tion 607(b). Subsection (b) is taken without substantive change
from FAA section 608(b). ,

, Secrron 354
Text -

Sec. 354. Apvaxce AcquisiTioN oF ProperTY.—(a) It is the sense
of the Congress that in furnishing assistance under chapter IT excess
personal property should be utilized wherever practicable in lien of
the procurement of new items for United States-assisted projects
and programs. The Administrator is authorized to mainfain in a sep-
wrate account. which shall, not withstanding section 1210 of the Gen-
eral Appropriation Act, 1951 (64 Stat. 7 85), be free from fiscal year
limitations, $5,000,000 of grant funds made available under chapter
I1, which may be used to pay costs (including personnel costs) of ac-
quisition, storage, rencvation and rehabilitation, packing, crating,
handling, transportation, and related costs of property classified as
domestic or foreign excess property pursuant to the Federal Property
and Administrative Services Act of 1949, as amended (40 U.S.C. 471
et seq.), or other property, in advance of known requirements therefor
for use in furtherance of the purposes of chapter I: Provided, That
the amount of property classified as domestic excess property pur-
suant to the Federal Property and Administrative Services Act of
1949, as amended, held at any one time pursuant to this section shall
not exceed $15,000,000 in total original acquisition cost. Property ac-
quired pursnant to the preceding sentence may be furnished—

(1) pursuant to any provision of chapter I1 for which funds are
authorized for the furnishing of assistance, in which case the separate
account established pursuant to this section shall be repaid from funds
‘available for such provision for all costs incurred; or

(2) pursuant to section 351 in which case such separate account
shall be repaid in accordance with the provisions of that section for

all costs incurred.
Purpose - : .
Soction 354 authorizes the maintenance of up to $5 million of chapter
11 funds in a revolving fund, from which expenditures may be made
in advanee of known needs for economic assistance purposes for
acquiring U.S. Government excess property, making necessary repairs
to, and otherwise processing, such property, and scquiring other
property as necessary to complement such excess property, s¢ that
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meaningful packages of property may be organized for more ready
transfers ag S%eclg.: needs’ arige. As such property is transferred either
pursuant to the economic assistance provisions of chapter II or pursu-
ant to section 351, the revolving fund will be reimbursed from funds
to section 351, the revolving fund will be reimbursed from funds
available under the section pursuant to which property is furnished.
The purpose of this section. is to overcome one of the chief obstacles
to fuﬁer;utﬂizatien of U.S. excess property. Excess property is avail-
able usually only for a short period of time from 30 to 45 days which
prohibits a complete review of worldwide needs with a result that
1t is extremely difficult to match the availability of an excess item
with field requirements. Although both domestic and foreign excess
property may be held pursuant to this section, no more thar $15
million in original acquisition cost of domestic excess property may
be held at any one time. '
Background

T(hi)s section is taken without substantive change from FAA section
608(a).

Text

Sec. 401. GENERAL MULTILATERAL Assistaxce Porrcy.—The Con-
gress finds and declares that United States participation in inter-
national development assistance agencies furthers the purposes estab-
lished in section 101 by—

(1) distributing the financial burden of development assist-
ance among donor nations;

(2) providing a forum for coordination of development assist-
ance plans and programs;

(3) facilitating the dialogue between domors and recipients
concerning development policies and programs;

(4) serving as a continuing source of the technical expertise
required for formulation and-implementation of development
programs and projects;

(5) avoiding duplication of facilities and services; and

(6) maintaining an institutional capacity to undertake specific

regional and specialized technical development efforts,

The Congress finds that international financial institutions and the
specialized agencies of the United Nations have made an important
contribution to the development process. The Congress declares its
intention that a significant portion of United States development
assistance resources should be provided through the international
financial institutions, United Nations, specialized agencies, and other
maultilateral organizations.

Purpose

This general policy statement concerning multilateral assistance
declares that T.S. participation in international development, assist-
ance agencies helps to further the overall. long-range policy goals out-
lined in section 101 of the bill. Specifically. these institutions help to
distribute the financial burden among donors, provide a forum for co-
ordination and dialog about development assistance activities, help
prevent duplication of efforts, and provide a continuing source of
technical expertise and institutional capacity to undertake specific

SEcTIOoN 401
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regional and specialized development efforts. Since multilateral as-
sistance institutions have made an important contribution to develop-
ment, a significant portion of ¥.S. development assistance should be
channeled through them.

Background : .

' This section contains much of the substance of FAA section 209 (a
through e). It emphasizes the unique characteristics of international
development multilateral assistance agencies and the role they play in
furthering U.S. development assistance efforts. It further states that
significant portions of U.S. assistance will be channeled thrugh multi-
lateral channels.

Sec. 402. Equitaptes CONTRIBUTIONS TO INTERNATIONAL DEVELOP-
MENT Assistaxce AgExcres.—The Congress declares that it is the
policy of the United States to encourage the international develop-
ment assistance agencies to devise financial arrangement wherein ail’
countries contribute to development efiorts at. levels commensurate
with their financial capabilities. United States participation and fund-
ing levels in international organizations should be consistent with this
principle. :
Purpose

Section 402 declares that multilateral assistance organizations
should develop financial arrangements to insure contributions from
donors commensnrate with their financial capabilities and that the
United States should follow this principle in its own participation.

Background

The section requires that the United States should continue to urge
members of international development assistance agencies to devise
financial arrangements to assure that all countries contribute a fair
chare. This section should be read in conjunction with the first para-
araph of section 102, which recognizes that this obligation apphes to
all wealthy countries.

Secriox 403

Text

Sgc. 403. Forraeraxce oF Uxtrep States Poricy Goars.—Congress
declares that United States representatives to the international devel-
opment assistance agencies shall, through their positions and their
votes, reflect the policies expressed in chapter I, and shall endeavor to
further the adoption of such policies by those agencies.

Purpose

This section declares that the actions of U.S. representatives in
international development assistance agencies shall reflect the policies
established for all of U.S. foreign assistance as expressed in chapter
1 of the bill and shall endeavor to further the adoption of such policies

by those agencies.
Background

“The section reflects congressional concern that international develop-
ment assistance agencies in which the United States participates
should pursue policies which are consistent with the broad U.S. devel-
opment goals established in chapter I. As indicated at the end of
section 102, international development assistance agencies may and

23-847T—78—6
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often should pursue some different appreaches and policies depending
upon their mandates. A

- S Secriox 404
Text

SEC. 404, WoMEN 1N DEvELOPMENT.—The United States representa-
tives to international organizations shall carry out their duties with
respect to such organizations in such a manner as to encourage and
promote the participation of women in the national economies of mem-
ber and recipient countries and the recruitment and promotion of
women into professional and policymaking position within such
organizations, thereby improving the status of women.

Purpose

This section calls upon U.S. representatives to international organi-
zations to encourage and actively promote both the increased partici-
pation of women in the national economies of member and recipient
- countries and the recruitment and promotion of women into profes-
sional and policymaking positions within such organizations.
Background

Section 404 is basically the same as FAA section 305. The specific
organizations are no longer listed. Nevertheless, this section, like the
original law, is intended to apply to all international organizations,
not just those covered by chapter IV. In response tu section 305, there
are programs currently underway in a range of international organi-
zations not contained in this chapter. It is the intent of this seetion to
encourage the continuation and expansion of those programs as well as

programs in institutions covered by chapter IV. This section changes

the phrase “integration of women” to “participation of women” in
order to stress the inclusion of women in all sectors of the economy.
In some instances “integration™ has been interpreted as referring only
to the formal or monetary sector of national economies. The provision
is retained because of the increasingly recognized importance of
women 1u the development process and because only marginal pr

has been made in international organizations toward either including
women in project planning and implementation or appointing women
to professional or policymaking positions within the organization.

Srcron 405
Text . _
Sec. 405, Erricient Usk oF DeverorMENT Besources.—The Con-
gress declares that United States development assistance resources
must be used with maximum efficiency and effectiveness. The Admin-
istrator shall— |
(1) insure that United States bilateral development assistance
policies and programs are coordinated with multilateral pro-
grams; and
(2), insure that the Administration’s personnel are fully famil-
iar with the policies and programs of international development
assistance agencies and that the Administration provides regular
and comprehensive evaluations of the effectiveness of such
. programs. . -




- Purpose

As a means of insuring maximum efficiency and effectiveness in the
usage of development assistance resourcees, the Administrator is in-
structed to insure (1) coordination of multilateral and bilateral pro-
grams and (2) that Administration personnel monitor and evaluate
multilateral programs.

Background :

A principal reason for the establishment of the Administration with
its responsibility for all bilateral and multilateral development aid
programs, is to improve the effectiveness of the overall U.S. develop-
ment assistance effort.

The Congress has repeatedly expressed concern about inadequate
coordination among the several bilateral and multilateral assistance
efforts in which the United States participates. Under the current
. svstem, responsibility for development assistance is divided among
three principal departments of the United States Government : State,
Treasury and Agriculture. Overall development policy is supposed to
~ be coordinated through an elaborate interagency process mvolving

~ several mechanisms, from the individual country desks to the Presi-
dential Review Committee. However, in practice, effective coordina-
tion may not occur. Development assistance programs may not com-
plement, and in some cases detract from each other.

Under the provisions of the bill, responsibility for the coordination
of development assistance policies and programs would clearly lie with
the Administrator, Other agencies of the executive branch would share
responsibility for establishing overall U.S. development policies. The
interagency consultative process would continue. The executive branch
departments would continue to be responsible for formulating the
overall economie, political, and agricultural policies which lie within
their jurisdictions. The Administrator would have an important role
in the formulation of policies which affect development and would be
responsible for day to day operational supervision policy and program
coordination and justification of the programs to the Congress.

The assignment to the Administrator of development assistance
poliev formulation and day to day supervision and evaluation of the
effectiveness of both bilateral and multilateral assistance programs
will improve the coordination of U.S. development assistance efforts
in several respects. ¥irst, officials responsible for development assist-
ance will be required to consider development assistance programs in
a comprehensive framework incorporating both bilateral and multi-
lateral aid. Under the current system officials tend to concentrate on
those programs for which their agency is responsible. Second. field
missions will be responsible for monitoring and evaluating multi-
lIateral development assistance and insuring the coordination of such
programs with United States bilateral assistance. Under the current
system responsibility for field monitoring is divided and reports are
sent to three different departments. Third, United States representa-
tives to international development agencies will be able to represent
more effectively overall U.S. development assistance policies, because
their instructions will come from the Administrator responsible for
coordination of both bilateral and muitilateral assistance and they will
receive comprehensive reports from the field mission.
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SecrIoN 468

Fext: -

Sec. 406. REPORTING REQUmRENMENTS.—The reports and reviews pro-
duced by the independent auditing groups established in the inter-
national finarecial institutions, and the United Nations specialized
agencies and its affiliated organizations shall be submitted by the
United States representative to these organizations to the Administra-
tor for transmitial to the Congress and the Comptroller General. The
Comptroller General shall periodically review such reports and trans-
mit any suggestion or recommendation relating to such reports to the

Presidant and to the Congress.

Purpose

‘This section requires that the reports and reviews produced by in-
dependent auditing groups in the multilateral assistance agencies
should be submitted to the administration for transmittal to Congress.
The Comptroller General shall review these reports and make sugges-
tions or recommendations relating to them to both the President and

Congress.

- Background

Section 406 substitutes for FAA section 301{e) which provided for
the establishment of independent evaluation units in the multilateral
assistance organizations and the transmission of their reports to the
executive branch and Congress. These units have been established and
are Tunctioning. Therefore, it is only necessary to retain the provision
relating to transmission of reports.

Titie II—INTERXATIONAL Fixaxcrsn INSTITOTIONS

SEcTION 411
Texs
Sec. 411. Gexzrar Portcy.—The Congress finds that in addition to-
the general characteristics set out in section 401, the international fi-
nancial institutions—

(1) have maintained a sound finaneial record, in which no re-
course has been made to callable capital;

{2) can provide credit to developing countries on terms which
correspond to the development level and financial capabilities of
particular countries;

~ (3) are able to work with developing countries in formulating
sound development policies; and

(4) can strengthen the capability of governments of developing
countries to work with private financial institutions.

The Congress recognizes that the international financial institutions
must have the capacity to make long-term plans, and therefore re-
quire that donors maintain their leng-term commitments. The Con-
gress declares that the United States will continue to participate at
significant levels in the international financial institutions as an es-
sentizl element in promoting economic development.

Purpose
. Section 411 lists several characteristics of the international financial
Institutions (including the World Bank Group and the recionsl de-




S TR TR e R TR

ik

velopment banks, but not the IME }, which, in addition to the general
charncteristios of interpational development assistance agencies out-
Lined in section 401, cn.able the international financial institutions to
perform critically important fgnaci:—ions in the international develop-

ment process. These churacteristics inefude:
' & ceopad Bpuuncial vecord, with no recounrse to calliable capitgx};
T} s provicion of credit to developing countries on terms which
coriesnen o their development levels and financial capabilities;
The sciiity to work with developing countries in formulating

sound development policies; and .

 Strengthening the capability of governments of developing
countries to work with financial institutions, hence preparing them

to work with private financial markets.

The section states that the banks, given the complexity and long-
term nature of their projects and dependence on many donors, must be
able to meke long-term plans, which in turn require that donors main-
tain their commitments. In the section, Congress declares that the
Tnited States will continue to participate in the international finan-
cial institutions et significant levels as an essential element in overall
T.8. economic development poliey.

Background

The bill consolidates policy for all U.S. international development
aciivities. This new section outlines the characteristics of the inter-
national financial institutions which need be considered in determin-
ing their appropriate role in overali U.S. development strategy and ai-
location of development assistance resources. In particular, the section
stresses the fact that because U.S. callable capital has never been
needed, no budget outlays have been required for this purpose. Far-
thermore, the banks, to a greater degree than bilateral assistance pro-
grams, have the ability to work with developing countries in making
difficult development decisions. The experience with these institutions,
as a country moves from receiving highly cencessional leans to ioans
which are more nearly on commercial terms, helps prepare developing
countries for greater reliance on private capital markets and invest-
ment for their foreign capital needs.

The section scknowledges that the international financial institu-
tions must be able to plan ahead, and hence need firm long-term com-
mitments frem donoer nations.

Secriox 412

Text

Src. 412, Portcy Gumance axp Coorpivariox.—The Administrator
shall be responsible for formulating United States positions and in-
structing representatives of the United States to the international
financial institutions.
Purpose

This new section confers on the Administrator by statute the au-
thority for formulating pesitions and instructing the U.S. represenia-
tives to_the international financial institutions. This section is not
intended to derogate from the overall responsibility of the Secretary
of the Treasury for the §nancial integrity of these institutions. In
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particular, it is anticipated that the Secretary of the Treasurv will
continue to chair the National Advisory Council on International
Monetary and Financial Policies, which reviews proposed individual
loan, financial, exchange, or monetary transactions of the international
financial institutions, the IMF, the Ex-Im Bark, and other U.S.
agencies, in order to coordinate T.S. economie policies.

Background

Currently Executive Order 11269 of February 14, 1966, delegates
to the Secretary of the Treasury the “aunthority to instruct repre-
sentatives of the United States to the international financial orga-
nizations.” Section 412 would transfer this authority in the case of the
World Bank and regional banks to the Administrator. If T.S. de-
velopment assistance policy is to be internally consistent, the Admin-
istrator should have day-to-day responsibility for administration of
bilateral development programs and policy oversight of the T.S.
representatives 1n these international finanecial institutions.

It is anticipated that the Administrator will consult closely with
the Secretary of the Treasury on policy relating to the international
financial institutions. Furthermore, the Secretary of the Treasury
wil} continue his role as Chairman of the National Advisory Couneil,
which has an overall coordinating responsibility for T.S. international
loan, financial, exchange, and monetary transaction policy. In par-
ticular, the Secretary of the Treasury shouid review U.S. policy re-
garding the international financial institutions to assure that such
policy 1s consistent with maintenance of the long-run financial sound-
ness and viability of those institutions. Presumably. although the
functions of Treasury’s Office of International Development Banks
would be transferred to the Administration, Treasury would maintain
its Office of the National Advisory Council. Tt is anticipated that a
number of the professionals {currently 12} in the Office of Inter-
national Development Banks would be detailed to the administration
during a transition period.

The hill does not require that authorizations for the international
financial institutions be brought to Congress in the same annual legis-
Jation as bilateral assistance programs. Funds for those institutions
may continue to be authorized under their own legislation.




 CHAPTER IV. MULTILATERAL DEVELOPMENT
- ASSISTANCE

Chapter IV provides & policy framework within which the United
States may channel a significant share of its development resources
through international development assistance agencies. It also assigns

the Administrator the responsibility for formulating policy and in-
structing U.S. representatives to the international financial institutions
and certain Tnited Nations development agencies and programs, and
provides the basic authority required to provide grant voluntary con-
tributions to United Nations organizations and programs. |

| Trrer 11— xrren NATIONS PROGRAMS

) Secrion 421
Text

Sec. 421. Gexerar Poricy.—When the President determines it to
be in the national interest, the Administrator is suthorized to make
voluntary contributions on a grant basis to international organiza-
tions and to programs administered by such organizations, on such
terms and conditions as he may determine, in order to further the
purposes of this chapter. The Administrator shall be responsible for
formulating United States positions and instructing representatives
of the United States to the international organizations receiving funds
under this title. ‘ :

Purgpose

Section 421 aunthorizes the President to make voluntary contribu-
tions on a grant basis to international organizations and programs
when he determines it to be in the national interest. The section also
states that the Administrator shall be responsible for formulating
U.S. positions and instructing representatives of the United States
bglghe iintema,tionai organizations which receive funds authorized by
this title.

Background

Section 421 directs that the Administrator shall be responsibie for
formulating U.S. positions and instructing U.S. representatives to the
international organizations which receive voluniarv contributions
from the United States. The United States makes voluntary contribu-
tions to U.N. agencies and programs as well as for certain activities
of the Organization of American States.

Currently, although the funds for volintary contribntions to TN,
agencies and programs are authorized in FA A section 302, the Depart-
muent of State is responsible for day-to-day supervision of U.S. policy
toward and participation in international organizations. Section 421
would shift this responsibility to the Administration. The Depariment
of State would continue its responsibility for the formulation of ever-
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all T7,S. policies and positions in the U.N. and its responsibility for
- supervision of U.N. agencies to which assessed contributions are made.

The division between voluntary and assessed contributions roughly
parallels the division between those U.N. agencies which are primarily
responsible for development activiiies {for example, the United Na-
tions development program) and thoss which are not (for example,
the International Civil Aviation Orgsnization). The Administrator

would also be responsible for U.S. participation in the two other in-
‘ternational organizations for which funds are authorized in this fitle.

Seetion 421 is derived from FAA section 301 which contains fhe

authority to make vcluntary contributions as well as-several specific
“polievy directives concerairig those contributions. The policy directives
of IFA-A; section 301 were not included in section 421 as explained
‘below.

FA X section 301(b). which established a ceiling of 40 percent on
U.S. contribations to the UNDP, has been overtaken by events becduse
the T7.8. contribution has been less than 25 percent for several vears.
Because the executive branch has obtained an assurance from UNDP
that U.S. funds will not be used for contributions to Cuba, and a simi-
lar assurance that no U.S. contributions to UNRWA will be furnished
to members of guerrilla organizations, the specific prohibitions in
FAA section 301 (b) and () are not retained.

FAA section 301 (d) and (e) are no longer necessary because in-
spection and evaluation organizations have been established for the
T.N.IBRD, and the ADB.

Secrion 422
Text

Sec. 422. AvraoRIZATION.—There are authorized to be appropriated
to the Administrator for grants to carry out the purpeoses of this chap-
ter, in addition to funds available under any other Acts for'such pur-
poses. for the fiscal year 1979. $ which amounts are author-
1zed to remain available until expended.

Purpose

~ This section provides the aunthorization Yor the appropriation of
funds to carry out the purposes of the title—voluntary contributions
to programs of international organizations. The section specifies that
this anthorization is in additiorn to funds available under any other
acts for such purposes and that these amounts may remain svailable
until expended.

Background
Seection 422 is derived from FAA section 302. The earmarkings in
FAA section 302 which pertain to past fiscal vears have not been
retained. FAA section 302(c) prohibiting contributions to interna-
ional organizations or foreign governments to pay the costs of devel-
oping or operating any volunteer programs has not been retained be-
cause the executive branch has no plans to provide such assistance
and section 801 of the Peace Corps Act specifically prohibits the use of
funds authorized under that act for such purposes. FAA cection 302
{h) pertaining to contributions to UNESCO has not been continuned be-
canse the President has provided the certification required by the
subsection.
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SecTion 423

Text
Ske. 423. INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT.—
The Administrator shall be responsible for formulating United States
positions and instructing representatives of the United States to the
Tnternational Fund for Agricultura} Development, The Administra-
tor shall submit to the Congress full and complete data concerning
United States participation in, and operation of, the International
Fund for Agricultural Development in the annual presentation ma-
terials on proposed economic assistance programs. : o

o Purpose w

 Section 423 assigns to the Administrator the responsibility for for-
" mulating U.S. policy toward the International Fund for Agrieultural

Development (IFAD) and for reporting to Congress annually on
TU.S. participation in the Fund. , o -
Background

Section 423 is derived from FA A section 103(e) through (g). which
authorized U.S. participation in IFAD if certain conditions were ful-
filled. The conditions have been met, IFAD is operating and the
United States has made the authorized contribution. This section of
the bill specifies that the Administrator will establish T.S. policy for
IFAD, whereas FAA section 103 refers to the President. ‘

The bill retains the existing reporting requirement. It further
transfers the IFAD provision from FAA Sec. 103 (food and nutri-
tion) to the muliilateral chapter of the bill because IFAD is an inter-
national development assistance agency.

Secroxw 424
Text |

Sec. 424, InteERNATIONAL FERTILIZER DEveELOPMENT CENTER—The
President is authorized to permit United States participation in the
International Fertilizer Development Center and s authorized to use
any of the funds made available under this Act for the purpose of
furnishing assistance to the Center on such terms and conditions as
he may determine.

Purpose
Section 424 authorizes U.S. participation in the International Fertil-
izer Development Center (IFDC). It also authorizes uses of funds
under this bill to furnish assistance to the Center.
Background : .
Section 424 is derived from FAA Section 301(f). The IFDC was

established in 1974, and through fiscal year 1977 has received 816.7
million from ATD.




- CHAPTER V--SPECIAL PROGRAMS

Ceneral |

- This chapter authorizes fu.ds aud sefs guidelines for special eco-
nomic assistance programs It vecognizes that under special circam-
stantes, eccnomic assistance should he provided to countries on verms
and in amounts not necessarily iustified under the policy dirertions
of chapter 11 of this bill. These programs incinde economic snpport
for countries where econoinic, political, or securify conditions may
effect the national inter-sts of the United States and assistance to
countries struck by natvra: or munmade disasters,

Titie I—Ecoxcaze Surrorr Foxn -

SecTON 501
Text

SEC. 501. GENERAL Avraoriry.—The Coiigress recognizes that
under special economie, political, or secarity coaditions the national
interests of the United Statss Ay require economic support for
countries or in amounis which counld not be justified solely under
chapter IT. In such cases the President is authorized to furnish assist-
ance £ eountries and orgariz:tions on such terms and conditions as
he may determine unless otherwise specified in this Aci, in order to
bromote economic or politieal stabiliv;. Tn planning assistance ip-
tended for economic development under *his chapter the President
shall take into account, t¢ the maximuin extent feasible. the policy
directiops of section 201. Programs authorized under this chapter
shall be administere by the Administration. ‘

Purpose '

Section 501 authorizes the Fresident to furnish seonomic assistance
to countries and organizations under the terms. and conditions fe
determines necessary in order to promote economic and political
stability in countrics of specizl interest to the United States. The
section states that assistance under this titls intended to promote
economic development shall take into account 1o the maximum extent
feasible the policy guidance in section 201 of the bill. The adminis-
tration would administer the programs.

Background

This section is the successor of FAA section 531 which authorized
the security supporting assistance program. The bill siresses the devel-
opment and economic support potential of the program by titling it
the economic support fund. Since political and security justificatiors
form the basis for these programs, funds are authorized to the Presi-
dent. Tt is assumed the Secretary of State will play the principal role
In recommending to the President the justificaiion and allocation for
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- these authorizations. Because significant economic benefits can be de-

rived from these programs, the Administrator is to participate in
- formulating justification and allocation recommendations, and wiil
administer the programs. The provision seiting the section 201 guide-
- lines for the economic support program is essentially identical to that
imposed on security supporting assistance under the FAA by the In-
ternational Security Assistance Act of 1977,
In the past, security supporting assistance has imcluded funds for
. peacekeeping operations such as the U.S. Sinai support mission and
for base rights countries. Because. of the nature of these programs,
they are more properly funded as security assistance and they-wall be
included in an expanded version of the Arms Export Control Act.
Similarly, refugee relief programs for Cyprus are more properly au-
thorized as part of the migration and refuges authorizations.
Programs for two regions of the world—the Middle East and south-
ern Africa—are authorized under this title by region and in some
cases by country. Because specific authorization would be required for
each region, the 12-country program limitation contained in FAA sec-
tion 531 has been dropped. o

Text
Sec. 502. Mmore East Poricy StareMeNT.—The Congress recog-
nizes that a peaceful and lasting resolution of the divisive issues that
- have contributed to fension and conflict between countries in the Middle
East is essential to the security of the United States and the rause of
world peace. The Congress declares and finds that the United States
- can and should play a constructive role in securing a just and durable
peace in the Middle Fast by facilitating increased understanding be-
tween the Arab countries and Israel, and by assisting the nations in the
region in their efforts to achieve economic progress and political
stability, which are the essential foundations for peace. Tt is the sense
of Congress that United States assistance programs in the Middle
East should be designed to promote mutual respect and security amo:
the countries in the area and to foster a climate conducive to increasg
economic development, thereby contributing to a community of free,
secure, and prospering countries in the Middle Fast.
Purpose
© Section 502 states that a peaceful and lasting resolution to the divi-
sive issues in the Middle East is essential to the security of the United
States. It further states that the United States can play a constructive
role in securing a just and durable peace by assisting the nations of the
region to achieve economic progress and political stability. It states
that it is the sense of Congress that U.S. assistance programs should
be designed to promote mutual respect and security among the coun-
tries of the region.

Background S .
. This Middle East policy statement is derived from FAA section 901.

‘SECTION _ 502

_ Secrion 503
Text '
Sec. 503. Mmpre East Aursorization.—(a) There are authorized
to be appropriated to the President to carry out the purposes of this
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chapter for the fiscal year 1979 § .. for economic support
procrmms in the Middle East.

%b) ©Of the amount authorized in subsection {a), not less than

- shall be available for Israel. Of this awount two-thirds
shall be available on a grant basis, and one-third as loans with a cash
grant amount not to. exceed $ ... Economie sypport funds
are provided to Israel so that it can malntam its economic. position
without reducirig its deterrent milit ary strength.

_{c) -Of the amount authorized in svbsectmn (a) , not less than

. “shall be available for Egypt, of which §

chaﬂ be available on a grant basis. Unless the President so determines
and communicates in wntmg to the chairmen of the appropriate au-
thorizing committees, not less than § of these funds avail-
able for Egypt under this section will be used consistent with the pol-
icy directions of section 201 of this Act. Economic support funds are
furnished for Egypt to provide both short-term balance of payments
assistance and longer term development assistance in erder to support
and sustain Eo'ypt s desire to bring peace to the Middle East. It is the
sense of Congress that the President should take whatever steps neces-
sary consistent with sound management policies to expedite assistance
for Egypt. Further, the President is directed to establish in eoopera-
tion with Egypt a multiyear development assistance plan which takes
into account baqm human needs and infrastructure requlrements Such
plan should be submitted to Congress by December 31, 1978, and
should serve as the basis for greater United States cooperatmn with
other aid donors.

(d). Of the amount authorized in subsection (a), not less than
$ shall be available for Jordan, with a grant budget sup-
port component of not mere than $ Not less than

of the funds available for Jordan under this section
shall be used consistent with the policy directicas of section 201 of
this Act. Economic support funds are provided for Jordan to support
its economic development and help sustain its mociomtmfr mﬁuence

" inthe Middle East.

(e} Of the amount adth(}rlzed in subsection (a) not more than
shall be available in Syria. Not less than §
of these funds shall be used consistent with the policy directions of
section 201. Economic support funds are provided to Syria to sup-
port its economic development and thereby strengthen its desire for
a peaceful solution to the problems of the region.
(f) Of the amounts authorized in subsection {(2), not more than
shall be available for Lebanon to assist in the recon-
struction of its war-torn economy and to sirengthen is national
unity.

(g) Tt is the sense of Congress that regional programs which stress
scientific and technical cooperation between Tsrael and its Arab neigh-
bors can contribute in an impertant way to the mutual unéerstandm(r
that must serve as the basis for permanent peace in the Middle East.
Of the amount authorized in subsection {(a}. not less than $

, shall be available on a grant basis to fund regional pro-
m which stress technical and scientific cooperation between Israel

and lts Arab neighbors.
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(h) Of the amount authorized in subsection (a), not more than
' shall be available to meet special requirements arising:
from time to time in carrying out the purposes of sections 502 an
503. The President may obligate or expend funds earmarked under
this subsection— . -

(1) after he reports to the Speaker of the House of Repre-
sentatives and the Committee on Foreign Relations and the Com-
mittee on Appropriations of the Senate concerning—

(A) the name of each country or international organiza-
tions for which such funds would be obligated; .

(B) the amount of such funds to be made available to such
country or organization ; and ,

(C) the purpose for which such funds are to be made avail-
able to such country or organization; and

(2) unless the Congress, within thirty calendar days after re-
ceiving any report under paragraph (1), adopts a concurrent
resolution stating in substance that it does not favor the provi-
sions of the report provided by clauses (A), (B), and (C) of

. paragraph (1). -

urpose : :
Section 503 authorizes economic support funds for the Middle East
region for fiscal year 1979. Specific earmarkings. policy guidance, and
program justifications are provided for Israel, Egypt, Jordan, Syria,
and Lebanon. ' S
Subsection (b) earmarks funds for Israel, specifies the portion of
 the assistance that would be grant, and states that funds are provided
so that Israel can maintain both its economiec position and its defer-
rent strength. , o
Subsection (c) earmarks funds for Egypt and specifies the grant
portion. It further earmarks a portion of the program which is to be
consistent with the policy guidelines of section 201. The subsection
also states that the President should take whatever steps necessary,
consistent with sound management policies, to expedite assistance for
Egypt. Finally, it directs him to establish a multiyear developmaent
plan for Egypt and submit it to Congress by December 31, 1978
Subsection (d) earmarks funds for Jordan and specifies the-budget
support portion of the program. It further earmarks a portion of the
-assistance which is to be consistent with policy guidelines in section
201. ' i
Subsection (e) authorizes not more than a certain amount of funds
for Syria-and specifies that not less than a specific amount of those
funds shall be used consistent with the policy gnidelines of section 201.
Subsection (f) authorizes not more than a certain amount of eco-
nomic support funds for reconstruction in Lebanon. 5
Subsection (g) creates a new regional program which would stress
scientific and technieal cooperation between Israel and its Arab neigh-
bors. This reflects the belief that a small pilot program for regional
programs can contribute in an important way to mutual understand-
ing 1n the Middle East. L
Subsection (h) authorizes funds for a Middle East special require-
ments fund. establishes reporting provisions for the President prior
to obligation of funds under the subsection, and provides, during a
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30-day period, for concurrent resolution disapproval of funds to be
obligated. _ ‘
Baskground -

. Security Supporting Assistance funds in the past have been author-
‘ized as a lump sum with only a few country earmarkings. Congress
‘has seldom stipulated the terms of the assistance or provided country-

specific guidance for its use. The program has grown rapidly from 6
~countries and $630 million in 1975 to 16 countries and $2.2 billion in
1977. The programs have increasingly become an extremely important
- aspect of U.S. foreign policy in troubled parts of the world.

~ Section 503 provides greater congressional guidance for the critical
Middle East economic support programs. By authorizing funds for
each country in a separate subsection, the section allows Congress to
serutinze more closely each of these country programs and provide
gutdance where necessary. It allows Congress not only to set country
levels, but alsoto indicate how much of the assistance should be grant,
and hew much should follow the guidelines provided in section 201.

In the case of Egypt where only about 12 percent of authorized sup-

porting assistance funds have been disbursed, and where compre-
hensive longer term U.S. assistance planning is just beginning, the sec-
tion directs the President to expedite funds and develop a multivear
assistance plan by December 31, 1978. - -
- Section (g) is a new initiative aimed at creating a regional pilot
program for seientific and technical cooperation between Israel and
Arab countries. Several projects have been suggested which would
help promote peace in the region by demonstrating the rewards of
mutual cooperation in these areas. _

Section (h) recreates the Middle East Special Requirements Fund
currently authorized in part VI of the FAA (section 908). It excludes
authorization for the Sinai support mission which would be trans-
ferred to the Arms Export Control Act.

: -SecTion 504
Text . _ , . C
Sec. 504, SovtrERN AFrica Poracy Statearent.—The Congress re-
cognizes that the unstable political situation in southern Afriea, re-
sulting from the struggle to establish systems where all people have
equal political rights, 1s a cause for concern by the United States. Tt
is therefore the policy of the United States to support an internation
ally recognized constitutional settiement of the Rhodesian conflict lead-
ing promptly to majority rule based upon democratic principles and’
upholding basic human rights. The Congress has declared its intent
to support a Zimbabwe Development Fund when progress toward siuch
an internationally recognized setflement will permit its establishment.
The Congress, further. recognizes that (1) the conflict has caused severe
economie hardship for countries neighboring the minority-ruled re-
gimes of Rhodesia and South Africa and (2) that these countries are
economically dependent upon those minority-rnled countries. It i,

therefore, the sense of (Congress that the Tnited States should provide

economic support programs for southern African countries (Zambisa,
Botswana. Lesotho, Swaziland. and Mozambique) to strengthen their -
economies and minimize their dependency on mmority-ruled regimes.
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Purpose * |
Section 504 reaffirms that it is U.S. policy to support an interna-

-+ tionally recognized constitutional settlement of the Rhodesian conflict

‘leading promptly to majority rule based upon democratic principles.
It also reaffirms congressional intent to support a development fund
for Zimbabwe—Rhodesia—when such a settlement will permit its
establishment. Finally, the section states the sense of the Congress that
the United States should provide economic support funds for southern
African countries—such as Zambia, Botswana, Lesotho, Swaziland, and
Mozambique—to strengthen those economies affected by the conflict
and minimize their dependency on the minority-ruled regimes of the
area. '

Background _ .

This section reaffirms the policy statement contained in FAA section
533(d) with regard to the conflict in Rhodesia. It further clearly states
the purposes for providing economic assistance to several majority-
ruled states in southern Africa. .

_ SECTION 503
Text , S
. SEC. 505. SovtHERN AFrrca AvTHORIZATION.~—There are authorized
to be appropriated tothe President in the fiscal year 1979 not. more than
s to be used in the countries of southern Africa to address
the problems caused by the economic dislocation resulting from the
conflict to relieve economic dependencies on the minority-rule regimes
of South Africa and Rhodesia, to provide education and job training
assistance to Afriean refugees and persons displaced by war and inter-
nal strife in the region from Namibia, Rhodesia, and South Africa.:
Purpose | S | -
', :."Fhis section authorizes funds for conntries in southern A frica for
fiscal year 1979 for three reasons: One. to relieve economic dislocations
resulting from conflict in the area; two, to relieve economic depend-
eneles on the minerity-ruled regimes: and three, to provide education
and job training assistance to persons displaced by conflicts in the area._
Background : R
‘This section simplifies the anthorization language for the Southern
African Special Requirements Fund contained in FA A section 533(a).: .
Specific country earnarkings and reporting requirements have been

... deleted until the executive branch’s fiscal year 1979 authorization re--

quest for the area can be studied. Similarly, the prohibition in FAA
* seetion 533(c) (2) on aid to Mozambique, Angola, Tanzania, and Zam-
" bia without a Presidential determination has been deleted until the
fiseal year 1979 request has been thoroughly studied.

SECTION 306
Text _ : _ o
Sec. 506. GEVERAL Provisions axp PromiBiTioxs.—(a) Funds au-
thorized under this title shall remain available until expended. Lo
{b) Funds authorized under this title shall be available for economic
- programs only and shall not be used for military or paramilitary pur- -
poses. .
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{c) Policy justifications for economic suppor! programs shall be pro-
vided by the Secretary of State in cooperation with the Administrator.
" {d) Counties to whom economic support funds are provided under
this chapter are prohibited from receiving funds authorized under
title I of chapter II unless the Congress has specifically authorized
such use of those funds. | _
(e) It is the sense of Congress that none of the funds authorized by
this Aet should be provided to any country which denies its citizens the
right or opportunity toemigrate.
Purpose |
Subsection (a) stipulates that funds authorized under this title shall
remain available until expended. o
Subsection (b) prohibits the use of economic support funds for mili-
tary or paramilitary purposes including police training. T
Subsection (c¢) states that the Secretary of State shall be primarily
responsible for justification of the economic support fund programs,
but in eooperation with the Administrator. - S
Subsection (d) prohibits countries that receive economic support
funds from also receiving bilateral development assistance funds un-
less C'ongress specifically authorizes dual programs for such a country:
Subsection (e} states the sense of Congress that no funds authorized
under the bill should be provided to countries which deny their citizens
the right or opportunity to emigrate.

Background ' L
All of the general provisions and prohibitions in seciion 506 with -
the exception of (¢} are contained in the FAA The prohibitien.con-

tained in subsection (b) previouslv applied to southern African =~

programs only, but has been expanded by this section to include all pro-
orams. Subsection (¢) places the burdens and responsibilities of justi-
fving country program levels for the economic support fund primarily
with the Department of State. ATD currently has much of this respon-
sibility despite the fact that ultimately the programs are justified for
political reasons. ' ' - -

" TITLE II—INTERNATIONAL DISASTER ASSISTANCE

e SectioNs 521, 522, AxD 523

Text ' ' ' T
 Skc. 521. Pourcy axp Gexeran AvteORrty.—(2) The Congress,
recognizing that prompt United States assistance to alleviate human
suffering caused by natural and manmade disasters is an important
expression of the humanitarian concern and tradition of the people
of the United States, affirms the willingness of the United States to
provide assistance for the relief and rehabilitation of people and coun-
tries affected by such disasters. _

(b) Subject to the limitation on appropriations in section 522, and
notwithstanding any other provision of this Aet or any other provi-
sion of law, the President is authorized to furnish assistance to any
foreign country or infernational organization on such terms and con-
- ditions as he may determine, for international disaster relief and re-
habilitation, including assistance relating to disaster preparedness,
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and to the prediction of, and contingency planning for, natural dis-
asters abroad.

{¢) In carrying out the provisions of this section the Administra-
tor shall insure that the assistance provided by the United States shall.
to the greatest extent possible, reach those most in need of relief and
rehabilitation as a result of natural and manmade disasters.
 SEc. 522. AvrsorizaTioN.—There are authorized to be appropri~ted
to the Administrator to carry out section 521, $ for the
fiscal year 1979. Amounts appropriated under this section are author-
ized to remain available until expended. '

Sec. 523. Disaster Assistance Coorprxarion.—The President is
authorized to appoint a Special Coordinator for International Dis-
aster Assistance whose responsibility shall be to promote maximum
effectiveness and coordination by United States agencies and between
the United States and other donors in response to foreign disasters.
Included among the Special Coordinator’s responsibilities shall be the
formulation and updating of contingency plans for providing dis-
aster relief.

Purpose - -

" In subsection 521(a). the Congress affirms the willingness of the
United States to provide assistance for the relief and rehabilifation
of people and countries affected by disasters. The Congress recognizes
that prompt U.S. disaster assistance is an important expression of the
humaniterian eoncern and tradition of the people of the United States.

Subsection 521(b) authorizes the President. subject to the appro-
priation limits of section 522, but notwithstanding any other provision
of law, to furnish assistance to any foreign country or international or-
ganization for international disaster relief and rehabilitation, includ-
ing assistance relating to disaster preparedness, and to the prediction
of, and contingency planning for, natural disasters abroad.

Subsection 521 (¢) requires the Administrator to insure that the as-
sistance provided by the United States shall. to the greatest extent pos-
sible, reach those most in need of relief and rehabilitation.

Section 522 authorizes the appropriation of funds to carry out sec-
tion 521.

Section 523 authorizes the President to appoint a Special Coordina-
tor in International Disaster Assistance whose responsibility shall be
to promote maximum effectiveness and coordination by U.S. agencies
and between the United States and other donors in response to foreign
disasters. Included among the Special Coordinator’s responsibilities
are the formulation and updating of contingency plans for providing -
disaster relief.

Background

Sections 521, 522, and 523 are devived from and are essentially the
same as FA A section 491,492, and 493. The requirement for a quarterly
report concerning the programing and obligation of funds, which is
contained in FA A section 492, is not included in the bill.

FAA sections 494, 494 A and B, 495, and 495-D pertain to specific
disasters for which funds have already been expended or for which
special authority is no longer required. These sections are not included

in the bill.
23-34T—7S—7
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CHAPTER VI PRIVATE INITIATIVE IN DEVELOPMENT

Sectron 601

Sec. 601. Exraxpep Rowx or Private VoLonTary ORGANIZATIONS
45D CooPERATIVES IN OvErsEss DEveropMENT.—(a) The Congress finds
that the participation of rural and urban poor people in their coun-
tries’ development can be effectively assisted and accelerated in an
effective manner through an increase in activities planned and carried
out by private veluntary organizations and cooperatives. Such orga-
nizations and cooperatives, embodying the American spirit of mutual
seif-help and assistance to others to improve their lives and incomes,
constitute an important means of mobilizing private American finan-
cial and human resources on behalf of poor people in developing coun-
tries. The Congress declares that, without compromising the private
and independent nature of such organizations and cooperatives, it 1s
in the interest of the United States that such organizations and coop-
eratives expand their overseas development efforis. Congress further
declares that the financial resources of such organizations and coopera-
tives should be supplemented by the contributions of public funds for
the purpose of undertaking development activiiies in accordance with
the prineiples set forth in section 201. The Administrator is suthorized
to furnish assistance for publie and private voluntarv initistives in
development, on such terms and conditions as he may determine,

(b) High priority shall be given to programs of technical and capi-
tal assistance for development of cooperatives in developing countries.

{c) In cooperation wherever practicable with institutions and orga-
nizations In developing countries concerned with fostering sustained
economic and social progress, assistance activities carried out pursnant
to this section should—

(1) strengthen the bonds of friendship and understanding be-
tween the people of the United States and the people of developing
countries; :

(2) support self-help initiatives desigmed to enlarge the oppor-
tunities for individual and community development and to im-
prove the quality of life for the people of the developing
countries;

(3) stimulate and assist effective participation of the poor people
of developing countries in their development process: and

{4) encourage the establishment and growth of indigenous. par-
ticipatory institutions. both private and governmental. that can
respond effectively to the needs of rural and urban people.

{d) The Administrator, 1n implementing programs anthorized under
this Act. shall. to the maximun extent practicable. draw on the re-
souree of private and voluntary organizaetions and cooperatives fo plan
and earry out development activities.

(e) Nothing in this title may be construed o prohibit or limit private
and voluntary organizations and cooperatives from serving as imple-
menting contractors or coordinators of programs authorized by other
sections of this Act, in parficular sections 202 through 205,
Purpose

This section contains a policv statemeni emphasizing the role of
private and voluntary organizations and cooperatives in development.
It asserts that an increase in the activities of these organizations and
an expansion of their overseas development efforts, without com-
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promising their privete and independent nature, can assist and accel-
erate the participation of rural and urban poor people in their coun-
try’s development. While these organizations constitute an important
means of mobilizing private American resources on behalf of poor
people in developing countries, their resources should also be supple-
mented by the contribution of public funds for development getivities
which are in accordance with the principles contained in the biiaveral
policy statement, section 201, High priority is given to pr. | =ams of
technical and capital assistance fo coope atives in developing coun-
tries,

In cooperation, wherever praciicable, with local institutions, pro-
grams carried out under this section sheould: strengthen bonds of
friendship between United States and developing countries, support
self-help initiatives Cesigned to impreve the quality of Iife in de-
veloping countries, and encourage the development cf indigenous,
participatory institutions, in which poor people are fully involved.

The Administrator is called upon to use the resources of private
and voluntary organization to the maximum extent practicable in
implementing programs under the entire aci. Finally, the section
makes it clear that private and voluntary organizations can continue
to participate in programs authorized under other sections of the act.

Background

This section is a general policy statement unifying previous scatter-
tered provisions encouraging private, voluntary, and cooperative devel-
opment efforts. It reflects recognition that expanded development ac-
tivities of private and voluntary organizations and cooperatives are
an important element of the development sirategy for U.S. assist-
ance, s contained in section 201 of the bill. This section subsumes
FAA section 111 and the. portions of FAA section 108 concerning
programs of technical cooperation and development involving U.S.
private and voluntary organizations and FAA section 601 which pro-
vided for carrying out, to the maximum extent praciicaole, programs
of assistance through private chanusls.

SecTiox 602
Toxt

Spe. 802, Payavewt oF TraxsprornTatioNn Cusrces—(a) In order to
further the efficient use of United States voluntary contributions for
development, relief, and rehabilitation of needy peoples, the Adminis-
trator is authorized to pay transportation charges on shipments by the
American Red Cross and United States voluntary agencies registered
with the Advisory Com: - tee on Voluntary Foreign Aid.

(b) Reimbursement u . r this section may be provided for trans-
portation charges on shipments from the United States ports, or. in
the case of excess property supplied by the United States, irom for-
eign ports to ports of entry abroad or to points of entry abroad in
cCaAsZesT—

(1} of landlocked countries;

{2} where ports cannot be used effectively because of natural or
other disturbances:

{3) where carriers to a specified couniry or unavailable: or

{4) where a substantial savings in costs or time can be effected
by the utilization of points of entry other than ports.
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{c) Where pmc-ticab}e the Administrator shall mal_{e arrangements
with the receiving country for free entry of such shipments and for
the making available by such country of local currencies for the pur-

- -

pose of defraying the transportation costs of such shipments from the
port of entry of the receiving country to the designated shipping point
of the consignee,
Szeron 602

Purpose

This section authorizes the Administrator to pay transportation
charges on shipments by the American Red Cross and registered volun-
tacy agencies. Reimbursements may be provided for shipment charges
from U.S. ports or in the ease of Americar excess property, from for-
eign ports to ports of entry abroad. Reimbursements to entry points
other than ports may be made if: (1) the country of destination is land-
locked, (2) where available ports cannot be effectively utilized, (8) if
carriers to a port of entry in a recipient country are unavailable or
(4) where a substantial saving in cost or time can be effected. The
Administrator is authorized, where practicable, to arrange with the
receiving country for free entry of such shipments and for local cur-
rencies to be made available te defray local transport costs.

Background

Section 602 substitutes for FAA section 216 which authorizes reim-
bursement of shipping costs of Private and Voluntary Organizations
(PVO) and identifies the source of funding as FAA section 211. FAA
section 106 also authorizes support for PVO activities in general and
specifies an earmarking to cover extra transportation costs incurred
from 1975 to 1977. This earmarking has been dropped since it is out-
dated. Actual funding for the activities specified under section 602
would be provided under the authorization of appropriations con-
tained in section 603 (f).

The new section 602 adds three new categories for which funding to
points of entry other than ports can be provided : FAA sections 218 re-
fers only to landlocked countries. The authorities vested by the bill in
the Administrator were vested in the President by the FAA.

SecrroN 603

Text

Sec. 603. INTERNATIONAL DEVELOPMENT INSTITUTE. -— (&) There
shall be in the Administration an International Development Institute
(hereinafter referred to as the “Institute”). The Institute shall be
huaded by a Director who shall have the rank of Associate Administra-
tor of the Administration. The Director shall be assisted by two Dep-
uty Directors, one of whom shall be the Director of the Peace Corps,
establi)shed under the Peace  wps Act, as amended (22 U.S.C. 2501
et seq. ).

(b} The purposes of the Institute shall be to—

(1) mobilize and facilitate application of a wide range of pri-
vate and public American human and financial resources to heln
people in developing countries improve their lives. incomes. and
aceess to basic services and increase their participation in and eon-
tribution to the development efforts of their countries; and
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{£) help strengthen the bonds of friendship and promote 2 bet-
ter understanding of the American people on the part ol the
people of the developing nations and a beiter understanding of
other people on the part of the American people thereby comple-
mentin~ sad contributing more effectively to the international
development objectives and foreign policy of the United States.

(¢} In carrying ont its purposes, the Institute shail undertake—

(1) to plan and carry out, or coordinate the carrying out of, de-
velopment activities involving cooperstion ef American volun-

 teers, private and volnntary agencies and cooperatives, and others
with the people of developing countries; _

(2) to finance development activities pianned and carried oud
by or through private and voluntary agencies, cooperatives, and
the Peace Corps; .

{(3) to provide technical and administrative support. includ-
ing research and information services, to the activiiies of private
and voluniary agencies and the Peace Corps;

(4) to insure that activities authorized wnder this chapter are
not inconsistent with activities authorized under other chapters of
this Act:

(5) to register privaie and voluntary organizations and other
bodies for purposes of receiving funds under this chapter: and

(6) to carry out such other develonment projects consistent with
section 201 and the purposes of the Institute,

To advise in the planning and adn.inistration of programs author-
ized by the chapter, there shall be established a permanent Advisory
Board io the Institute. The Board shall consist of seven members. te
be appointed by the President, of whom five members shall be selected
from the private sector. Board members who are not officials of the
United States Government shall be compsnsated at a rate equivaient
to that of level IV of the Executive Schedule {5 U.S.C. 5315) when
actually engaged in the business of the Institute and may be paid per
diem in lieu of subsistence at the applicable rate prescribed in the
standardized Government fravel regulations, as amended, from time
to time, while away from their homes or usual place of business.

{e) Specian ProvisioNn.—Funds made available for the purposes of
this chapter may be utilized for the following: '

(1) Procurement of goods and services notwithstanding the pro-
visions of section 742{a), outside of the United States.

(2) Contracting as required with individuals for personal serv-
ices within the  United States or abroad: Provided, That such
indi viduals shall not be regarded as employees of the United States
Government for the purpase of any law administered by the Civil
Service Cominission.

{£) AvrnorizaTioNn.—There is authorized o be appropriated to
the Administrator for the purposes of this title, in addition fo
funds otherwise available for such purposes. § for
fiscal year 1879, of which § shail be available for the
Peace Corps to carry out the purposes of the Peace Corps Act,
which amounts are authorized to remain available until expended.
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SecTIoN 603
Purpose

Section 303 establishes an International Development Institute as
the focal point within the Government for voluntary and small-scale
resource transfer (people to people) type assistance conducted largely
at the grassroots level and implemented by private and voluntary orga-
nizations, cooperatives, Peace Corps, and other small-scale resource
transfer institutions. The structure, purposes, functions, and authori-
zation for the Institute are contained in this section. e

The Institute will be headed by a Director with the rank of Associate
Administrator of the Administration, to be assisted by two Deputy
Directors, one of whom will be the Director of the Peace Corps. The
Institute will have a permanent Advisory Board of seven members,
five of whom will be selected from the private sector. Compensation
and i}éezé diem regulations for the Board members while on duty are
S ed. :

P%?he purposes of the Institute shall be (1) to help mobilize a wide
range of private and public American resoureces to assist people in de-
veloping countries improve their standard of living, and (2) to help
strengthen mutual vnderstanding and friendship between the people
of the United States and developing countries. '

The functions of the Institute shall include planning, implementing,
coordinating, financing, and providing technical and administrative
support for development activities undertaken by public and private
voluntary organizations, cecoperatives, and others together with the
people of developing countries; insuring that activities carried out
under this chapter are not inconsistent with other activities authorized
under this act; registering private and voluntary organizations for
the purpose of receiving funds, formerly performed by the Advisory
Committee on Voluntary Foreign Assistance; and implementing other
development projects consistent with both the general policy for bi-
lateral assistance and this chapter.

Authorization of funds to carry out the activities of the Institute
together with a specific earmarking for the Peace Corps is contained
in supsection (f). Special provisions contained in subsection (e) pro-
vide that the Institute’s funds may be used te procure goods and serv-
ices outside the Unifed States and to contract for personal services to
be performed within the United States as well as oversess, as long
as the individual is not regarded as an employvee of the U.S. Govern-
ment for the purpese of laws administered by the Civil Service
Commission..

Background : : .

This is a new sention developed in response to the need for a stronger
mechanism within the U.S. Government to facilitate more extensive
and effective participation of private and public voluntary efforts in
the accomplishment of U.S. development assistance objectives. With
the adoption of the new U.S. developnient strategy in 1973, assistance
at the grassroots level takes on a far greater significance within total
development eflorts than in the past. Lo

The assistance activities for which the Institute will be the focal
point will provide the means of building at the local level needed tech-
nical and other skills among the target people so that initiatives can
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be translated into efective, sustained self-help programs. This type
of assistance makes available persons possessing cal and or-
ganizational skills, eble to function in an often remote environment
(geographicelly and culturally) and capable of providing orgam-
zation and training to local people. Such programs are small in cost
compared to other Government-sponsored aid activities since people
are the main component, often volunteers or others receiving com-
paratively low pay. .

At present, administration and funding of such assistance 13 frag-
mented in several bureaus of the AID and in ACTION, which com-
bines the Peace Corps with a number of domestic volunteer initiatives.
There is little coordination between U.S. development programs, car-
ried out by AID, programs of voluntary organization or cooperatives,
and Peace Corps efforts. The Institute would consolidate and facili-
tate the efforts of the groups while retaining operational autonomy
for the Peace Corps. It would—

(1) Provide funding for voluntary organizations and coopera-
tives to carry out technical cooperation activities overseas and
to increase their capacity to plan and implement programs.

(2} Coordinate the various people-to-people programs, in-
cluding Peace Corps, and coordinate people-to-people programs
with other U.S. development assistance.

(3) Undertake small-scale projects directly; and with U.S.
Government personnel or through use of small independent
contractors.

Szction 604
Text

Szc. 604. Tue Peace Cores.—(a) The Congress declares that the
availability of men and women of the United States who are willing
and qualified to serve as volunteers overseas, under conditions of hard-
ship if necessary, to help the people of the developing countries to
improve their lives and their capsacity to participate in the develop-
ment of their countries can be a key element necessary in order to carry
out the international development and foreign policy of the United
States. Therefore, the Congress declares that an innovative Peace
Corps enjoying wide administrative autonomy is a key instrumentality
for the accomplishment of international development objectives in
concert and cecordination with other development activities carried
out under the authority of this Aect.

(b) The Peace Corps, established by the Peace Corps Act, as
amended {22 U.S.C. 2501 et seq.) shall be a part of the International
Development Institute.

Purpose

Section 604 contains a policy statement for the Peace Corps which
recognizes its current and potential role in overall U.S. development
and foreign policy. It states that an innovative Peace Corps, enjoying
wide administrative autonomy but working in concert with other
development activities, is & key instrumentality for the accomplish-
ment of U.S. international development objectives. Peace Corps is
incorporated into the International Development Institute in order to
further and facilitate the accomplishment of these objectives.
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Background

This is a new section which transfers Pesce Corps from ACTION to
the Institute, a constituent element of the Administration.

_Current law establishing and setting policy for the Peace Corps itself
{The Peace Corps Act as amended) has not been changed.



CHAPTER VII. ADMINISTRATIVE

Chapter VII provides the basic description and operating authori-
ties for the International Development Cooperation Administration.
Particularly important is the establishment of an International De-
velopmoent Corps to staff most policy and program positions in the
Administration ; the enumeration of certain prohibitions on the use of
funds provided under the bill ; and the repeal of the Foreign Assistance
Act 0f 1961, with a few specific exceptions.

Tirie I—OreaNizaTtioN

SecTiox 701
Text

Sec. 701. Prixcrean Orricers—{a) The Administration shall be
headed by an Administrator who shall be appointed by the President,
by and with the advice and consent of the Senate. and who shall be
compensated at the rate provided for level I of the Executive Schedule
under section 5313 of title 3, United States Code. Under the supervi-
sion and direction of the President, the Administration shall be admin-
1stered, in accordance with the provisions of this Act, by the Admin-
istrator.

{b) There shall be in the Administration a Deputy Administrator
who shall be appointed by the President, by and with the advice and
consent of the Senate, and who shall be compensatad at the rate pro-
vided for level 11 of the Executive Schedule under section 53183 of title
5, United States Code. The Deputy Administrator shall act for and
exercise the functions of the Administrator during the abssnce or dis-
ability of the Administrator or in the event the office of Administrator
becomes vacant.

(¢) There shall be in the Administration an Associate Administra-
tor who shall be appointed by the President. by and with the advice and
consent of the Senate, and who shall be compensated at the rate pro-
vided for level 111 of the Executive Schedule under section 5313 of
title 5, United States Code. The Associate Administrator shall serve
as Director of the Institute for International Development and shalil
act for and exercise the functions of the Administrator during the
absence or disability of both the Administrator and Deputy Admin-
istrator or inr the event of vacaneies in both of those offices.

(d) There chall be in the Administration not more than twelve
Asgsistant Administrators, each of whom shall be appointed by the
President, bv and with the advice and consent of the Senate. Each
Assistant Administrator shall be compensated at the rate provided
for at level IV of the Executive Schedule under section 5315 of title
5. United States Code. The Administrator shall designate the order in
which the Assistant Administrators and other officials shall aet for
and perform the functions of the Administrator during the ahsence
or disability of the Administrator. Deputy Administrator, and As-
sociate Administrator, or in the event of vacancies in any of those
offices.

(99)
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Purpose

Subsection (a) provides that the Administration will be ad-
ministered by an Administrator, who will be assisted by a Deputy
Administrtor, an Associate Administrator who shall serve as Director
of the International Development Institute, and not more than 12
Assistant A dministrators, appointed by the President by and with
the advice and consent of the Senate. Their ranks and rates of com-
pensation are set by subsections (2), (b), (¢}, and (d).

The section provides that the order of succession during the absence
or disability of the Administrator or if the position becomes vacant
shatl be the Deputy Administrator, then the Associate Administra-
tor, then the Assistant Administrators and other officials in succession
as designated by the Administrator.

Background

The Administrator will be an executive level I position. The man-
agement of the U.S. foreign assistance program and the responsibility
for ensuring that development concerns are fully reflected in U.S.
foreign policy are of sufficient importance that the Administrator
should have rank and pesition equivalent to other major policy ad-
visors to the President. '

“Within the Administration, the International Development In-
stitute is to be a major force for providing U.S. assistance. Because
of the importance of the IDI to the achievement of the policy objec-
tives of the bill the Associate Administrator is given responsibility
overit. '

The bill authorizes Assistant Administrators who will have re-
sponsibilities as decided by the Administrator. ATD currently has 10
Assistant Administrators, and two additional Assistant Administra-
tors should be sufficient to handle the additional responsibility of the
new Administration. With the establishment of the Associate Admin-
istrator. this gives the Administration three new positions at the ex-
ecutive level four and above. o ' - -

SecTrox 702
Lext :

Sec. 702. CoorprxaTion.—(a) The President shall establish a De-
velopment Coordination Committee which shall advise him with re-
spect to coordination of TU.S. policies and programs affecting the
development of the developing countries, including programs of bi-
lateral and multilateral development assistance. The committee shall
include the Administrator as Chairman, and representatives of the

Departments of State. Treasury. Commerce, Agriculture. and Labor,

the Executive Office of the President. and other exzeutive departments
and agencies, as the President shall designate.

(b) Nothing contained in this act shall be construed to infringe upon
the powers or functions of the Secretary of State.
Purpose

Subsection 702(a) requires the President to establish a Development
Coordination Committee (DCC) to advise him on coordination of
U.S. policies and programs affecting the development of developing
countries. The committee, which will include the Administrator as

Chairman, plus representatives of the Department of State, Treasury..
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Commerce, Agriculture, and Labor, plus other executive departments
and agencies, will continue the DCC now under the chairmanship of
the Administrator of ATD. Subsection (b) declares that nothing con-
tained in the bill shall be construed to infringe upon the powers or
functions of the Secretary of State.

Bacl:ground

Subsection 702(a) is largcly derived from FAA section 610B(a).
FAA section 640B(d) has been transferred to a reporting require-
ments section of the bill—section 781(a)(1). Other subsections of
FAA 640 B have been dropped because they are either included else-
where in the bill or are unnecessary. It is intended that the DCC,
which was given new emphasis in the International Development and
Food Assistance Act of 1977, will have even greater prominence under
the bill, as its chairman will be the Administrator, who reports to the
President and has responsibility for the administration of or policy
gudance for most U.S. assistance efforts. The DCC would advise the
Pregident on both bilateral and multilateral development assistance
issues. The DCC’s mandate goes beyond issues of development assist-
ance. so that it should also be used as a forum to discuss other mpor-
tant development issues, such as trade. commodities, private invest-
ment, debt, employvment, and natural resources. : :

Subsection 702(b) is taken without change from FAA. section 622
(a). FAA 'subsections 622 (b) and (c) have been dropped as either
nongermane, as regards coordingtion of military programs, or as ade-
quately handled by Executive orders. The intention of this subsection
is to make clear that the creation of the Administration is not in-
tended to diminish the Secretary of State’s foreign policy responsi-
bilities. Section 101 of the bil declares that supporting development
efforts is a principal objective of U.S. foreign policy. In foreign coun-
tries, the Ambassador will supervise the entire country team including
representatives of the Administration in the:country. In YWashington,
interagency coordination: and cooperation will eontinue. Preparation
of the Administration’s annual budget requests will require active,
consultation between country and regional desk officers in State and
Administration. Furthermore, the economie support funds provided
in title I of chapter V is to provide funds which are primarily justi-
fied on political grounds by the Secretary of State. ' B

' Secrion 703
Text : :
Sec. 703. ApdanisTRATIVE Provisions.—(a) To the extent neces-
sary or appropriate to perform any function transferred by this Act,
the Administrator or any officer or empioyee of the Administrator
may exercise, in carrying out the functions so transferred. any au-
thority or part thereof available by law, including appropriation
%&cts,d to the official or agency from which such function was trans-
erred.

(b) The Administrator may from time to time promulgate such
rules and regulations as may be necessary to carry out any function
conferred upon the Administrator by this Act and may delegate au-
thority to perform any such functions, including, if such delegation
so specifies, the authority successively to redelegate to subordinates.
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(¢} The Administrator is authorized to establish, alter, consolidate,
or diseontinue such organizational umits or components within the
Administration as he may deem to be necessary or appropriate. Suck
authority shall nob extend to the abolition of organizational uxits or
components established by this Act, or o the transfer of functions
vested by this Act in any organizational unit or component.

Purpose
 Subsection {(a) provides that the Administrator may, to the extent
necessary to perform a funetion transferred from another organiza-
tion, exercise the authoritics availablé by law, including appropria-
tion acts, to the agency from which the function was transferred.
Subsection (b) providés that, regarding any function conferred
upon the Administrator, he may promulgate rules and regulations
and may delegate the authority (including redelegation authority)
to perform it. | )
Subsection (¢) provides that the Administrator may organize vhe
Administration as he deems appropriate, except that organizationai
units or components established by the bill or functions specifically
transferred to a particular unit, may not be changed.

wkground :

These anthorities gre similar to those found in laws establishing
sther agencies (e.g., the Department of Energy or NASA) and en-
able the chief officer to carry ont the functions he is assigned in & man-
ner that he deeras best,

_ Secrtox 703 (d)-(e}
Text

(d) There are hereby transferred to the Administrater, except as
otherwise provided in the Aet, the offices, entities, functions, property.
records, assets, and labilities held by the Agency for International
Development or the Administrator thereof immediately prior to the
effective date of this Act.

(e) (1) Subject to the provisions of this seetion, the President, for
& period of four years after the date of enactment of this Act, may
transfer to the Administrafion any Tunetion (inclhiding powers, duties,
activities, facilities, and parts of funetions) of any other department
or agency of the Unifed States, or of any officer or organizational
entity thereof, which relate primarily {0 the functions, powers, and
duties of the Administration as prescribed by this Act. In connection
with any such transfer, the President may, under this section or under
other applicable authority, provide for appropriate transfers of rec-
ords, property, personnel, and funds. « -

(2} Whenever any such transfer is made before January 1, 1979, the
President shall transmit to the Speaker of the House of Representa-
tives and the President pro tempore of the Senate 2 full and complete
report concerning the nature and effect of such transfer. -

(3) Adter December 31, 1978, no transfers shall be made under this
section until—

(A} afull and complete report concernine the nature and effect
of such proposed transfer has been transmitted by the President
to the Congress; and’ |
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(B) the first period of sixty calendar days of regular session of
the Congress following the date of receipt of such report by the
Congress has expired without the adoption by the Congress of a
concurrent resolution stating that the Congress does not favor
such transfer.

Purpose

Subsection (d) transfers the offices, entities, functions, property,
records, assets, and liabilities of AID to th~ Administrator once the
bill goes into effect. Subsection (e) provides that the President may
trausfer to the Administration any functions which relate primarily
to the functions of the Administration as provided for in the bill. This
authority extends for 4 years. If such transfer is made within 3 months
after the effective date of this act, the President shall se notify Con-
gress. If such transfer is contemplated after that. the President shall
notify Congress of the proposed transfer and Congress has 60 days to
adopt a concurrent resolution against the transfer.

Background :

The majority of functions to be transferred to administration are
now performed by AID; therefore, the bill specifies that all of the
property, files, office space, ete., belonging to AID shall be transferred
to the Administrator. Fc the extent that functions now performed by
the Department of State, the Department of the Treasury, and
ACTION are transferred by 'the-bii%’to administration, the President
may determine the most appropriate transfer mechanisms for the
employees and records, etc., that should be transferred along with the
functions and legal authorities transferred by the bill. Other functions
which the President determines are primarily related to the role of
administration may be transferred for a 4-year period, in accordance

with the section. N

| ' ' Secrrox T03(f)
Text ‘ .
(f) Notwithstanding any other provision of law, an employee of
the Agency for International Development, who is participating in
the Foreign Service retirement and disability system under fitle VIII
of the Foreign Serviee Act of 1946, as amended, and who is otherwise
eligible for retirement under that system, electing to retire af any time
during the period October 1, 1978, through September 30, 1979, shall
have his annuity compnted on the basis of his highest year of basic
salary rather than the highest three consecutive years.

Purpose

Subsection {f) provides that employees of AID eligible for retire-
ment under the Foreign Service retirement svstem may retire during
fiscal vear 1979 based on their highest single year’s salary rate, rather
than the top 3 years as provided by current law. '

Backqgrownd

ATID has senior employees who are now eligible to retire in a few
vears. This provision would encourage such employvees to retire during
the first year of the administration to provide desirable flexibility in
staffing the new organization. This section was also intended to include
potential eivil service retivees, and can be so modified.
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Szcrrox 104
Texnt
Sec. 704. Orerarine Exrexses.—(a) There are authorized to be
appropriated to the Administrator, in addition to funds otherwise
available for such purposes, for the fiscal year 1979—

(1) 8 for necessary operating expenses of the Ad-
ministration; and .

(2) such amounts as may be necessary for increases in salary,
pay, retirement, and other employee benefits authorized by law,
and for other nondiscretionary costs of such Administration.

(b) Amounts appropriated under this section are authorized to
remain available until expended.

Purpose
- Section T04 authorizes the appropriation of funds for necessary
operating expenses for fiscal year 1979. It also authorizes the appro-
priation of such amounts as may be necessary for increases in salary,
pay, retirement, and other employee benefits authorized by law, and
for other nondiseretionary costs. -
Background CL |
This seetion is essentially identical to FA A section 667. -
Appropriation requests under section 704(s)(2) should be made
only in extraordinary instances. This authority is not intended to cover
routine but unforsseen cost increases. . \

TITLE H_Pzaéomvan ﬁ

o SecrioN T21(a)
Text
Sec. 721. EMprroyMENT oF PERSONNEL IN THE Uxrred Stares.—(a)
The Administrator is authorized to employ such personnel as he deems
necessary to carry out the provisions and purposes of this Act.

Purpose |
- This subsection is the basic authority for the Administrator to hire
employees. By long-established precedent, unless specific provision is
made to the contrary, such language is interpreted as requiring com-
pliance with the civil service regulations. oo
Background _ _ .
This subsection is derived from FAA section 625(a). It provides
a basic authority for the employment of personnel to carry out func-
tions under the bill. '
Sectroxy 721 (b)

Text

(b) Of the personnel employed in the Urited States to carry out
this Act not to exceed one hundred and ten may be appointed, com-
pensated, and removed without regard to the provisions of any law,
of whom not te exceed fifty-one may be compensated at rates higher
than those provided for grade 15 of the General Schedule established
by section 5332 of title 5 of the United States Code, but not in excess
of the highest rate of grade 18 of such General Schedule: Provided,
That, under such regulations as the Administrator shall prescribe,
officers and employees of the United States Government who are ap-
pointed to any of the above positions may be entitled, upon removal
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" from such position, to reinstatement to the position occupied at the
time of appointment or to a position of comparable grade and salary.
Such positions shall be in addition to those authorized by law to be
filled by Presidential appointment, and in addition to the number
authorized by section 5108 of title 5 of the United States Code.

Purpose
This subsection permits the employment in the United States of not
to exceed 110 persons who may be appointed, corapensated, or removed
‘without regard to the provisions of any law, that is, “excepted person-
nel” of whom 51 mayv be compensated at above GS-15, but not in excess
of the highest rate of GS-18.
" The subsection permits the Administrator by regulation to afford o
persons employed by the U.S. Government prior to an appointment
under this section reemployment rights to the position or a similar
ition to that which they occupied at the time of their appointment.
This authority is to enable employees of Government agencies to ac-
cept these top-level jobs without sacrificing their long-run career posi-
tions with their agency. '

Background .
 Section 721 (b) is essentially identical 1o FA A section 625 (b). This
existing authority is carried forward, without any increase in num-
‘bers, to allow the Administrator to appoint persons of his choosing to
appropriate positions in the administration. - :

R Sectrox 722(a)
Text TR ~ _
- Sgc. 792, INnTERNATIONAL DeveroeMeNT Orricers.—(a) The Con-
gress finds that the effective administration of the programs authorized
by this Aet requires— - ' '
(1) the employment of personnel with @ set of professional
qualifications d.stinct from those of other United States career
(2) the continuing training and education of those employees
o meet the changing demands of professional service in the in-
‘ternational development process;and: B
- (8) regular service abroad by employees responsible for formu-
lation of policy or the implementaticu of programs authorized
- by this Aet. ' i '
In order to meet these requirements, there is hereby established a
career personnel system of officers of the Administration who shall be
known as International Development Officers. Such Officers shall be
appointed in accordance with the provisions of subsection (b).

Purpose |

This subsection establishes a new career personnel system based on a
corps of officers known as International Development Officers
(IDO’). The subsection states that the IDO system is required in
order to: (1) Employ personnel with qualifications distinct from other
career services, (2) provide for a continuing system of training de-
signed for professional service in the international development proc-
ess, and (3) to provide for regular service abroad by employees
responsible for the formulation of policy or the implementation of
programs authorized by the bill.
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Background

This is a new provision. The bill establishes & imnified personnel
system which places a premium on ecareer professionalism for the
effective planning and administration of the programs carried out by
the administration. This personnel system is based on the recognition
that firsthand experience with: (1} conditicns in developing coun-
tries; (2) dealing with governmenis and individuals in developing
countries; and (8) conditions of overseas service in developing coun-
tries are prerequisites for performing certain key tasks, both overseas
and in the United States.

Sueh professional qualifications are needed to insure that develop-
ment officers can work with governments and people of developing
countries.

Generally, International Development Officers ( IDG’s) will be re-
quired to have the following professional qualifications:

(1) Knowledge, experience, and analytical ability in a technical
or other professional field directly relevant to developing countries
and the development process. A superior capability to adapi and apply
information and skills to problems and conditions in widely differing
countries,

(2) Specific knowledge concerning the political, economic, soeizl,
and eultural conditions in the developing countries especially as
development assistance programs relate to and have an effect on these
conditions. In addition, TDOs will need to bave proficiency in the
language of the country or ares in which they work.

(3) Understanding of the dynamies of econemic, social and culiurs]
change, and ability to gather, analyze and apply data so that develop-
ment personnel can function as agents of ehange so;ving identifable
local problems. _

(£) Managerial and administrative skills thst are pertinent to
design, carry out and eve'ugte development activities.

(5} Ability to deal effectively at all levels of 2 developing country’s
government and society, as well as with American and other donor
personnel engaged in development work,

The IDO corps will be the heart of the Administration’s persennel
system. It would function within the Administration as the foreign
service officer corps functions within the Department of State. It
would provide the professional, career nucleus and leadership for the
Administration to its highest levels. Hence, it would be the principal
career vehicle through which individuals vise to policymaking and
other top positions within the Administration, inetuding leadership
of its overseas missions.

Creation of a unitary personnel system for the Administration. in-
cluding the IDO corps, does not mean that all positions in the admin-
istration must be included within the corps or that regular overseas
service is required as a condition of employment for all emplovees.
Howerver. in an agency whose principal functions are performed over-
seas. its key officers must have sufficient oversess experience and
background.

Employment of workers under civil service authorities in the United
States is authorized by section 721 ot the bill, This atithority is intended
to provide positions in Washington that requive neither service over-
seas nor significant familiarity with overseas programs and conditions
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~ of service. Examples of such positions are: Data management special-
ists, statisticians, clerk, messergers, et cetera. This authority is intended
to provide for employment of personnel whose functions are performed
primarily in the United States but who, for adequate verformance of
their duties, must have famiiiarity with overseas programs and condi-
tions of service and who should serve overseas for at least one tour of
daty. That dutv would be performed under a limited IDO appointment
with requisite reemployment rights. Such emplovees could include
personnel recruitment, assignment, and counseling specialists, com-
modity specialists, contracting officers, certain lawyers and engineers,
and others,
Sectiox 722(L)

Text

(b} The Administrator may under such regulations as he may pre-
scribe, appoint International Development Officers on the basis of
qualifications and expevience. The Admin:strator may make provisions
for ternporary, limited, and such other types of appointments as he may
deem necessary. He is authorized to establish appropriate probationary
periods during which newly appointed Officers, other than those ap-
pointed for ieinporary or limited services, will be requ ed toserve. The
Administrator may terminate at any time the service of Officers ap-
pointed for temperary or limifed : 2rvice and Officers -ho have not
completed probationary periods, except that if such sepsration is by
reason of misconduct the provisions of section 637 of ihe Foreign Serv-
ice Act of 1946, as amended, would be 2pplicable.

Purpose

This subsection provides that the Administrator, by regulation, may
appoint IDO’ based on qualifications and experience. The subsection
authorizes temporary, limited and other types of appointments, along
with probaticnary perieds for appointments other than temporary or
limited. The Administrator, at any time, may terminate the employ-
ment of those on temporary or limited appointments or in probation-
ary periods, except that if misconduct is the reason for termination,
then the applicable provisiuns of the Foreign Service Act of 1946
shall apply.

Background

This new subsection provides to the Administrstor appointment
authority for IDO’s similar to ihat authorized to the Secretary of
State for foreign service officers. Tie Administrator is expected to
estzblish procedures, by regulation, which will ensure that IDO ap-
pointments will be made only on the basis of qualification and
experience.

This subsection also provides necessary authorities for initial limited
or probationary appoiniments to lead to conversion to full IDO status
upon satisfactory completion of a prescribed time period of service.
This would be the principal means of recruiting substantive personnel
at entrance levels for the Administration.

The subsection aiso provides for such other appointments as the
Administrator may deem necessary. This is intended to provide suf-
ficient flexibility for the biring under devices such as time limited—
reserve—appointments of specialists, most likely fo be engaged in
program design and implemnetation work. but for whom a continuing

a4 — T ®
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long-term need is not foreseen and to whom it would not be appropriate
te ffer a permanent IDO appointment. If the specialized need were
to become permanent, such reserve personnel would be converted to
IDQ status. It must be stressed that this authority is intended to be
used only for the purpose of insuring availability of specialized per-
sonnel, not as a means for cireumvsnting procedures for appointment
or to compromise safeguards, privileges and other benefits of employ-
ment as IDO’ or other employees of the administration for whom
there is likely to be 2 continuing long-term need.

Sectiox 722(c)

Text

(¢) International Development Officers will be primarily engaged
in the formulation and implementation of programs, projects, and
aqetivities authorized under this Act with the exception of persons
provided for in sections 701 and 721 (b). To the extent that the func-
tions of formulating and implementing policy, programs, projects,
and activities authorized under this Act are performed in the United
States, the Administrator shall assign International Development Of-
ficers; while on assignment in the United States, to these functions.

Purpose - , : | ‘
This subsection provides that IDO’s will be the personnel within

~ administration primarily engaged in the formulation and implementa-
tion of policy programs, projects, and activities authorized under the
bill. To the extent that the functions of formulating and implementing
policy, programs, projects and activities authorized by the bill are
performad in the United States, they will be performed by IDU’s. The
Presidential sppointees and the 110 persons who may be appointed by
the Administrator without regard to any law may also be so engaged.

Background . . . :
This subsection reflecis that the professional nucleus of the new
agency will be provided through the International Development Of-
ficer {IDO) corps which will be primarily engaged in the key func-
tions of formulating and implementing policy, programs, projects, and
activities authorized in the bill, both overseas and in the United States.
The bill’s intent is that the only non-IDO’s authorized in-the bill also
to perform these functions are the 15 persons in leadership positions
within the agency provided for in section 701, and the 110 adminis-
tratively determined appointments provided for in section 721(b). -
‘With respect to certain administrative support personnel such as
executive officers, general service officers, and others, whose duties are
also performed in the main overseas, it is the bill’s intent that insofar
as the administration has need of such individuals for its operations,
they would be included in the IDO corps in a similar manner as the
administrative cone is a component of the State Department’s foreign
service officer corps. However, the bill is not intended to preclude fur-
ther consolidation of administrative and other support functions un-
der Embassy joint services sections where this is appropriate. It is the
intent of the hill to allow to the Administration the means for effective
yet economical support for its various programs, taking duly into ac-
count the specialized needs of personnel that must operate and live
outside of capital cities and whose needs a joint administrative services
branch of an Embassy may not always be able to service effectively.
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SecrioNn 722(d)

-{d) The Administrator may, under such regulation as he may pre-
scribe, provide for supporting staff to the International Development
Officers and may use the authorities of the Foreign Service Aci of
1946, as amended, relating to Fereign Service staff, in order to imple-~
ment this provision. | :

Purpose o '

This subsection provides that the Administrator may provide, by
regulation, for a supporting staff and may use the authorities of the
Foreign Service Act of 1946, relating to Foreign Service Staff, in order

to do so. .
Background _

nder this subsection, the Administrator is authorized to provide
support staff for the IDOs, both in the United States and overseas,
and may make use of the authorities of the Foreign Service Act of
1946 relating to Foreign Service staff. By support staff is meant oc-
cupational categories such as secretaries and other personnel. who are
currently Foreign Service employees of AID. It is intended to give
sufficient flexibility to the Administrator subject to orderly procedures
to be developed by him, for utilization of secrefaries and similar sup-
port persounel, both in Washington and overseas, so that the needs
of the agency may be fully met while also taking into account the
preferences of employees as to whether they wish to serve in Washing-
ton or overseas. It is foreseen that service overseas would ve at pay and
benefits under the authorities of the Foreign Service Act of 1946, while
employees electing to serve in Washington would be under civil serv-
ice. However, the bill intends that the Administrator operate the sys-
tem in such a way that maximum opportunity is offered to eivil service
secretarial personnel to serve overseas on limited or reserve staff
appointments while insuring that support personael primarily serving
overseas are required to rofate to serve in the administration’s head-
quarters and that appropriate positions are available for them.

o Secrrox 722(e)
Text o - T o
(e) No person shall be eligible for appointment as an International
Development Officer unless he is a citizen of the United States. -

Purpose ) . .
‘This subsection provides that all IDO’s must be U.S. citizens.
Background '. o .
This subsection carries forward the citizenship requirement appli-
cable to personnel of U.S, foreign affairs agencies.

SectioNn 722(f)
Text '

($) International Development Officers appointed pursuant to sub-
section (b) shall be assigned for service by the Administrator in eon-
sideration of the Officer’s (1) mastery of the technical field in which
he is to serve, (2) reasonable proficiency in the principal working
language or dialect of the country in which he is to serve, and (3)



110

knowledge and understanding of the country’s history, culture, and
economic and political institutions. An International Development
Officer or supporting Staff member may be assigned by the Administra-
tor to serve in any other capacity for which he is eligible to serve
under the terins of this or any other Act. In accordance with such
regulations as he may prescribe, an International Development Officer
or Staff member may be transferred from one position to another by
order of the Administrator in furtherance of the purpose of this Act.

Purpose _

~This subsection provides the criteria for the assignment of IDO's:
Mastery of his or her technical field, language capability. and knowl-
edge and understanding of the country of assignment. It also provides
that IDO's and staff may be assigned in any capacity for which he or
she is eligible to serve, whether the position is provided for under the
terms of the bill or another. IDQ’% and staff may also be transferred
from one position to another by the Administrator in accordance with
‘regulations as he may prescribe.

Background :

‘This subsection adds emphasis to the professionalism that the Ad-
ministration and its personnel are expected to exhibit. Specifically the
section is intended to emphasize the need for technical competence and
the ability to fumetion effectively in a country of assignment.

| Section T22(g)
Texs )

(g) In accordance with regulations which the Administrator may
preseribe, International Development Officers may receive compen-
sation at rates provided to Foreign Service Reserve and Staff by the
Foreign Service Act of 1946, as amended, together with the allowances,
benefits, and protections afforded by title VI (Personnel Administra-
tion) of the Foreign Service Act of 1946, as amended. International
Development Officers and Staff members shall participate in the For-
eign Service Retirement and Disability System established by title
VIII of the Foreign Service Act.of 1946, as amended and shall be gov-
erned by the Foreign Service Grievance procedures set forth in part J
of title VI of the Foreign Service Act of 1946, as amended.

Purpose o .

This subsection provides that ID0O’s may be compensated, in accord-
ance with regulations prescribed by the Administrator, at rates, to-
gether with allowances, benefits, and protections, provided under the
Foreign Service Act of 1946. TDQ’s shall participate in the retirement
system and use the grievance procedures established in the Foreign
Service Act.

Baclkground

This subsection is derived, in part, from FAA section 623(d) (1).
Rather than recreate all of the parts of a personnel system, this sub-
section provides that in certain matters such as compensation, retire-
ment, and grievances, the provisions of the Foreign Serviee Act will

apply.
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e Secrion 722(h)

Text -

~ {h) Every International Development Officer shall be assigned to
duty abroad in the implementation of projects and activities in devel-
oping countries, except, as the Administrator may provide in regula-
tions, for periods of training or assigmment in the United States.

Purpose g ' :

. This subsection provides that every IDO shall be assigned to duty
abroad in the implémentation of Administration activities in the devel-
oping countries, except for periods of training or assigmment 1 the
Unted Statés, to be established by regulation.

Background R .

In view of the requirements of the Administration, IDO’s are ex-
pected to serve overseas regularly and be available for assignment on
a worldwide basis, with rotation to the United States for periods of

training or assignment.

5 SecTroN 722(3)

Text : ,

(i) The Administrator shall insure that every International Devel-
opment Officer shall receive training needed to mprove language
proficiency and periodie training to keep him familiar with develop-
ments in his area of speeial expertise and in the general subject of

political; ecoriomié; atit social change in the developing world.

Purpose

This subsection provides that every IDO shall receive needed lan-
enage training and periodic traihing n his specialty and in the gen-
eral subjeets of politiesl; ecenomic, and social change. '

Background

A prineipal reason for establishing the IDO system is to provide
the trained personne! necessary for earrying out development activ-
ities. So that the professional and operational standards specifically
mandated for IDO’ in fhe bill are maintained; provision is made in
this subsection that the Administrator shall insure that ¥D(¥s—and
implicitly support personnel as appropriate—shall receive needed
traiming to improve language eapability and periodic fraining to
insure that IDO’s are currently informed with respect to developments
in their area of special expertise and in the topics of political, eco-
nomie, and social change in the developing world. The bill thus fore-
seos that throughout their careers, IDO’s will require training and that
the Administration will insure that they receive it. The Administra-
tion will thus need to assign greater value to training than has been
the case in ATD. with respect to both the benefit derived by the agency
from trained individuals and the value that employees obtain in the
performance of their duties and with respect to career advancement
from undergoing training. Accordingly, the training dimension will
neod to be considered extensively in the process of personnel assion-
ment, career counseling and consideration for proemotion of IDQ'%.

Tt should be stressed that this does not impfy that the Administra-
tion must plan and undertake expensive new training programs to
be responsive to the concerns of the bill. One of the bill’s main premises
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~ {section 101) is that development. ~oncerns shall be more fully re-

. flected in U.S. foreign policy and international economic policy.

Accordingly, it is the bill’s intent thet a maximum effort be made to
design and implement adequate training programs concerned with
development-related subjects wherever practicable in concert with
recogmized. and reputsble training facilities of the T.S. Government,
such as the Foreign Service Institute (especially with respect to
language and area studies), and inter alia the National War College,
the Federal Executive Institute, and facilities being used by the Peace
Corps for training its:own staff and volunteers. This will also have
the beneficial effect of offering training opportunities in development
topics to key employees in. other U.S. Government departments and
agencies such as Agriculture, State, and the International Communi-
cation Agency whose work may have a distiaet development impact.

' Srorox 722(j)

(i) In carrying out the provisions of this section, no political test
shall be required and none shall'be taken into consideration, nor shall
there be any discrimination against any person on account of race,

creed, sex, or natural origin.

Purpose o o - -
~This subsection provides that there shall be no political test for
IDO’ nor shall there be diserimination against any IDQ applicant
or employee on account o f race, creed, sex, or national origin. = |

Background . R SR o
The DO system will-be a career personnel system. based on merit.
No account shall be taken of political persuasion, race; creed, sex; or
national origin. _
o ... . SectroN 722(k)
Tent o 3 ; A Lo
(k) The Administration shall pay particular attention to the effec-

tive recruitment and promotion of women as International Develop-

ment Officers.

This subsection provides that particular effort should be made to
recruit and promote womer as IDO’%s. S o
Backgrownd.- | | .

This section expresses the intention of Congress that the. Adminis-
tration should pay particular attention to effective recruitment and
promotion of women as professionals in the International Develop-

ment Service. - _

- o Secriox 722(1)

Tewt . ,_
(1) 'The Administrator is authorized o prescribe by regulation

standards or other criteria for maintaining adequate performance

levels for personrel appointed or assigned pursuant to subsection {b)

of this section and section 625(d) (2) of the Foreign Assistance Act

of 1961, as amended, and may. notwithstanding any other law, but

- subject to an appropriate administrative appeal, separate employees
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who fail to meet such standard or other criteria, and also may grant
such personnel severance benefits of one month’s salary for each year’s
service, but not to exceed one year's salary at the then current salary.
rate of such personnel. : :

Purpose - - - : : :

" This subsection authorizes the Administrator to set up standards
of performance and to terminate appointments for failure to meet
such standards aslong as the standards are adequately set forth in the
regulations and as long as the regulations provide for an administra-
tive appeal, notwithstanding any other provision of law. Severance
benefits may be provided on the basis of 1 month’s salary at the current
salary rato Tor each year of service, up to a maximum of 1 year’s salary.

Backgrownd - - S

This -subsection is essentially identical to FAA seetion 625(e).
TDO’s will be-appointed on the basis of merit and their performance
will be judged on the basis of merit; tenure alone is not sufficient.
A high standard of performance from each IDO throughout his or
her career will be expected. No other law, affecting other career serv-
ices such as.the civil service, shall be used to lessen or change this
requirement for-performance. . St

|  Secriox 792(m)
Texi _ - o
(m) Funds provided for in agreements with foreign countries for the
rnishing of services under this Act with respect to specific projects
shall be deemed to be obligated for the services of personnel employed
by agencies of the United States Government other than the Admin-
istration as'well as persennel not employed by the Utiited”States
Government. - : - :
Purpose

This subseetion provides that program funds obligated by infer..
national agreements for specific projects may be used to pay for the
services of personnel in U.S. agencies other than the Administration
as well as for the services of personnel not employed by the T.S.
Government. s
Background A . ‘ R )

This subsection is essentially identical to FAA section 625(f). It
recognizes that expertise available in other U.S. agencies may be used,
for insfance, in technical assistance projects under participating
agency service agreements (PASA’s), in the same way as services
may be contracted for from the private sector, with these costs being
part of the project expense rather than operating expenses, This sub-
section alse resolves a past question of the Comptroller General as to
whether. in the example provided above. funds for personal services
of 17.S. Government employees should be obligated oniy on a month-to-
month basis. _

Szoriox T22{n)
Text S

(n) The principles regarding foreign language competence set
forth in section 578 of the Forelgn Service Act of 1946, as amended,
shall be applicable to personnel carrying out functions under this Act
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and the Administrator shall make appropriate designations and
standards for such personnel.

Purpose

Section 578 of the Foreign Service Act requires the Secretary of
State to designate every FSO position which requires foreign lan-
guage competence and provides that after December 31, 1963, each
designated position shall be filled only by an incumbent having such
competence. The language of this subsection requires the principles of
section 578 to be applicable to personnel of the Admin’stration. The
Administrator shall make similar designations and standards for
Administration personnel as the Secretary of State does for FSO's.
Background |

This subsection is derived from FAA section 625(g) without sub-
stantive change. Tt is intended that a special «fort be made to insare
that Administration personnel have appropriate language capabilities.

Section 722(0)

Text

(0} Notwithstanding any other provision of law, officers and em-
ployees of the United States Government performing functions under
this Act shall not accept from any foreign country any compensation
or other benefits. Arrangements may be made by the Presiden: with
sich countries for reimbursement to the United States Government or
other sharing of the cost of performing such functions.

Purposes

This subsection prohibits offieers and empleyers of the U.S. Govern-
ment performing aid functions from receiving any compensation or
- other benefits from any foreign eountry. If sitnations arise in which
compensation or other benefits shonld be received from foreign coun-
tries, the Administrator is autherized to arrange for reimbursement
to or other sharing of costs with the U.S. Government. It is possible,
for example, to channel payvments from a foreign government to U.S.
employees through a mission trust account.

Backgrouwnd

This subsection is essentially identical to FAA section 625 (h). Ofti-
cers and employees of the T7.S. Government shounld not directly receive
compensation from any foreign government. If the foreign govern-
ment should make any such payments, the Administrator can make
appropriate arrangements for its use.

SecTToN 722(p)

(p) The President mayv appeint or assien a TTnited States citizen
to be representative of the United States to the Inter-American Eeo-
nomic and Social Council and. in his diseretion. mav terminate such
appointment or assignment notwithstanding any other provision of
law. Such person mav be compensated at a rate not to exceed that au-
thorized for a chief mission. class 2, within the meaning of the Foreign
Service Act of 1946, as amended.
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Purpose

This subsection permits the President to appoint or assign a U.S.
citizen to be U.S. representative to the Inter-American Economic and
Social Council. The compensation is specified. Such an appointment
may be terminated by the President notwithstanding any other law.

Background
This subsection is derived from FAA section 625(]).

SecTioN 723

Sec. 728, Experrs axp Coxsovrrants—(a) Experts and consuitants
-or organizations thereof may, as authorized by section 3109 of title 5
of the United States Code, be employed for the performance of fune-
tions under this Act, and individuals so employed may be compensated
at Tates not in excess of the daily equivalent of the highest rate which
may be paid to an employee under the General Schedule established by
section 5332 of title 5 of the United States Code. and while away from
their homes or regular places of business, they may be paid sctual
travel expenses and per diem in lieu of subsistence at the applicable
rate prescribed in the standardized Government travel regulations, as
amended from time to time. -

{(b) Service of an individual as an expert or consultant under sub-
section {a) of this section shall not be considered as empleyment or
holding of office or pesition bringing such individual within the pro-
visions of section 3323(a) of title 5 of the United States Code.

(¢) Persons of outstanding experience and ability may be emploved
without eompensation by an agency of the United States Government
for the performance of functions under this Act in accordance with
the provisions of section 710(b) of the Defense Production Act of
1950, as amended (50 U.S.C. App. 2160(b)), and regulations issued
thereunder.

Purpose

Subsection (a) authorizes the employment of individual experts
or consultants in accordance with section 15 of the Administrafive
Expenses Act of 1946. It permits them to be compensated up fo the
daily equivalent of the highest rate which may be paid fo an employee
under the general schedule established by section 5332 of ftitle 5,
Tnited States Code and to receive travel expenses and per diem at a
rate provided in the Standardized Government Travel Regulations,
The subsection also authorizes the employment of organizations of
experts and consultants. .

Subsection (b) allows the employment of a person as an expert or
consultant who would otherwise not be eligible becanse he or she is
older than an applicable mandatory retirement age for Government
service. :
~ Subsection (c) autherizes the employment of persons of outstanding
experience and ability without compensation in accordance with the
‘applicable provisions of the Defense Production Act of 1950 (50
U.g.(’}. section 2160(b) (appendix, 1970)) and regulations isued there-
unager.,



116

Background :

. This section continues the authority in FAA section 626 to employ
experts and consultants. It omits {rom subsection (a) the reference to
- retired officers and the restrictions on annual renewals. The new ad-
ministration is expected to properly manage its resources and will be
given an opportunity to do so. However, this authority will be con-
tinually reviewed and restrictions will be imposed if deemed neces-
Sary.

Subsection (b) is identical to FAA section 626(b). FAA section
626 (b) had been amended in 1977 to delete earlier provisions exempt-
ing an expert or consultant from laws governing the simultaneous
receipt ‘of compensation and of Government retirement pay-or.an-
nuity. Experts and consultants retained by the administration who
are Federal annuitants will receive compensation on the same basis as
Federal anuitants who are retained by other Federal agencies.

Subseetion (¢} is a continuation of existing authority of long

standing.

SRR SecTIoN 724

Text - . .

- Sec. 724. Deram or PersONNEL To Forrien GovErRNyENTS—When-
ever the Administrator determines it to be in furtherance of the pur-
poses of this Aet, the head of any agency of the United States Gov-
erniment is authorized to detail or assign any officer or employee of his
agency to any office or position with any foreign government or for-
eign government agency, where acceptance of such office or position
does not involve the taking of an cath of allegiance to another govern-
- ment or the acceptance of compensation or other benefits from any
foreign country by such ofiicer or employee.

Purpose .

This section provides that, when in furtherance of the purposes of
the bill, employees or officers may be assigned to an office or position in
a foreign government, as long as no oath of allegiance to that govern-
ment is required. ’ ‘ ’

Background - : '

This section is essentially identical to section 627 of the FAA. This
is & useful suthority allowing U.S. Government employees, in limited
instances, to work with, and under the same conditions as, officers of
the government of developing nations. S o
Tewxt . ' o

_Szc. 725. DETAIL OF PERSONNEL 170 INTERNATIONAL ORGANIZATIONS.—
Whenever the Administrator determines it to be consistent with and
in furtherance of the purposes of this Act, the head of any agency of
the United States Government is anthorized to detail, assign, or other-
wise make available to any international organization any officer or
employee of his agency to serve with, or as a member of, the interna-
tional staff of such organization, or to render any technical, scientific,
or professional advice or service to, or in cooperation with, such
organizations. - ' N
Purpose
- This section provides that, consistent with and in furtherance of
_the principles of the bill, U.8. Government employees or officer may be
assigned or detailed to international organizations.




117

Background . L

This section. is essentially identical to section 628 of the FAA. This
authority allows U.S. Government employees to gain experience with
international organizations and to insure adequate U.S. representa-
tion on the staffs of such organizations. |

a SzoTION 726

Text _

" SEec. 726, SratUs oF PERSONNEL Deramen—(2) Any officer or em-
ployee, while assigned or detailed under section 724 or 725 of this Act,
shall be considered, for thepurpose of preserving his allowances, privi-
leges, rights, seniority, and other benefits such as, an officer or employee
of the United States Government and of the agency of the United
States Government from which detailed or assigned, and he shall
continue to receive compensation, allowances, and benefits from funds

afplﬁpriated to that agency or made available to that agency under
this Act. ' ' ' :

(b) Any officer or employee assigned, detailed, or appointed under
section 722, 724, 725, or 728 of this Act is authorized to receive under
such regulations as the Administrator may preseribe, representation
allowances similar to those allowed under section 901 of the Foreign
Service Act of 1946, as amended. The authorization of such allowances
and other benefits and the payment thereof out of any appropriations
available therefor shall be considered as meeting all the requirements
of section 5536 of title 5 of the United States Code. o

Purpose

Subsection (a) provides for persons assigned to foreign govern-
ments or international organizations to be considered as employees of
the agency from which they are assigned. Subsection (b) authorizes
representation allowances, similar to those allocated under the Foreign
Qervice Act, for employees appointed as IDO’s or detailed or assigned
to foreign governments, to international organizations, or to special
missions abroad. :

Background : ' -

" "This section is derived from section 629 of the FAA. Subsection (a)
is essentially identical to the FAA provision from which it derives.
Subsection (b) deletes the reference to the Inspector General of For-
eign Assistance, whose functions have been abolished and adds a refer-
ence to section 722 which establishes the new IDO personnel corps.

Seorion 727

Text : h ' ' ,

Sxzo. 727. TerMs oF DETAIL OR AsstenyMeENT.—Details or assignments
may be made under section 724 or 725 of this Act— L _

(1) without reimbursement to the United States Government by

the foreign government or international organization;
 (2) upon agreement by the foreign government or international
~ organization, to reimburse the United States Government for com-
persation, travel expenses, benefits, and allowances, or any part
thereof, payable to the officer or employee concerned during the
" period of assignment or detail; and such reimbursements (in-
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cluding foreign currencies) shall be credited to the appropriation,
fund, or account utilized for paying such compensation, fravel
expenses, benefits, or allowances, or to the appropriation, fund, or
account currently available for such purposes;

(3) upon an advance of funds, property, or services by the
foreign government or international organization to the United
States Government accepted with the approval of the President
for specified uses, and to be used for reimbursement of appropria-
tions or direct expenditure subject to the provisions of this Aect,

- any unexpended balance of such account to be returned to the
foreign government or international organization; or
- {4) subject to the receipt by the United States Government of
- a credit to be applied against the payment by the United States
Government of its share of the expenses of the international or-
ganization to which the officer or employee is detailed or assigned,
such credit to be based upon the compensations, travel expenses,
benefits, and aliowances, or any part thereof, pavable to such
officer or emplcyee during the period of detail or assignment in
accordance with section 725. |
Purpose
This section provides the terms of financial compensation for as-
signments of U.S. Government employees to foreign governments or
mnternational organizations. Each of these arrangements provide that
all compensation shall go to the U.8. Government and not to the
individnal employee. (who shall, under section 726¢a), receive his or
her normal salary and allowances).

DBackground
- This section is essentially identical to section 830 of the FAA.

: SectioN 728
Text . '

Sec. 728. Missioxs AND Starrs Aproan—{ a) The Administrator
may maintain special missions or staffs outside the United States in
such countries and for such periods of time as may be necessary fo carry
out the purposes of this Act. Each such special mission or staff shall be
ander the direction of a chief.

- (b) The chief and his deputy of each special mission or staff shall
be appointed by the Administrator, and may, notwithstanding any
other law, be removed by the Administrator-at his discretion : Pro-
vided, That, under such regulations as the Administrator shall pre-
scribe, officers and employees of the United States Government who
are appointed te any of the above positions may be entitled, upen
removal from such position, to reinstatement to the position oceupied
at the time of appointment or to a position of comparable grade and
salary. Such chief shall be entitled to receive (1) in cases approved
by the Administrator the same compensation and allowances as a chief
of mission, class 3. or chief of mission, class 4. within the meaning of
- the Foreign Service Act of 1946, as amended, or ( 2) compensation
and allowances in accordance with section 722. as the Administrator
shall defermine to be appropriate, |

{e} The President may appoint anv United Stafes citizen who is not
an employee of the United States Government or may assign anv
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United States citizen who is & United States Government employee to
serve as Chairman of the Development Assistance Committee or any
suecessor comimittee thereto of the Organization for Economie Coop-
eration and Development upon election thereto by members of said
Committee; and, in his discretion, may terniinate suck appoeintment or
assignment, notwithstanding any other provision of law. Such person
may receive such compensation and allowances as are authorized by
the Foreign Service Act of 1946, as smended. not to exceed those au-
thorized for a chief of mission, class 2, within the meaning of sald
Act, as the President may determine. Such person may alsc, in the
President’s diseretion, receive any other benefits and perquisites avail-
able under this Aect, to chiefs of special missions or stafis outside the
United States established under thissection. |
 {d) Especially in the case .of the smaller programs, assistance au-
thorized under this Act may be administered abroad under the direc-
tion of the Chief of the United States Diplomatic Mission by the prin-
cipal economic officer of the mission. :
Purpose

Subsections (a) and (b) of this section give the Administrator
suthority to maintain missions and staffs outside the Tnited States.
to appoint and remove the chief and his deputy of those missions and
staffs, and to defermine their compensation, in order to carry out the
purposes of the bill. Directors and Deputies who are removed may be
aforded reemployment rights to their former, or equivalent, positions
with the TJ.8. Government. _

Subsection (e} gives the Administrator authority to appoint. fer-
minate the appointment of, and determine the salary of a U.S. citizen,
whether already emploved by the U.5. Government or not, to serve as
Chairman of the Development Assistance Committee or its successor
of the Organization for Economic Cooperation and Development npon
election theretc by such Committee. The subsection was originally
enacted and is carried forward to enable the United States to pay the
salary of this Committee Chairman and to permit the salary to be high
enough to attract a person with the prestige and ability needed to
develop the Commitiee’s full potential.

Subsection (d)} allows the administration of assistance by the
diplomatic mission’s chief economic officer, especially when smaller
programs are involved.

Background ,

This section is derived from section 8381 of the FAA. Subsection (a)
is essentially identical to the earlier subsection. _

Subsection (b) afford reemployment rights to mission direciors and
deputies. It is intended that career employees be fully considered for
appointment as mission directors and this addition should encourage
career employees to aceept such appointments who might otherwise
be reluctant to do so. While this has been the practice, the intention
has not been made clear in the FAA (ongressional intent is made
explicit by this addition.

Subsection (¢} is essentially identical to the FA A provision.

Subsection (d) has been modified from the FA A : Rather than re-
guiring the chief economic officer to handle the aid program “when-
ever practicable,” the provision now allows him to do so, especially
in the case of smaller programs.
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Lo Secriox 729
Text
Sec. 729. TraXSFER oF PrrsonNEL—On the date of the creation of
 the Administrstion the President shall transfer to the Administra-
tion the persennel of the Agency for International Development.

Purpose

This section transfers all of the personnel of AID to the
administration.
Background

This section does not attempt to rusolve the administrative issues
likely to arise in transferring all the staf of ATD o the administra-
tion, given the latter’s emphasis on IDO’ and the stringent require-
ments for appointments of IDQ’%. The Administrator will have to re-
solve any such issues adwministratively. '

Trrie T —ADMINISTRATIVE REQUIREMENTS
Szcriox T41

Sec. 74i. Comrprerion oF Praxs axp Cost Esrruwates.—(a) XNo
agresment or grant which counstitutes an obligation of the United
States Government in excess of $100,000 under section 1311 of the
Supplemental Appropriation Act, 1953, as amended (31 T.S8.C. 200),
shall be made for any assistance authorized under title T of chapter
I1 and title I of chapter V, if such agreement or grant requires—

(1) substantive technical or financial planning, until engi-
neering, financial, and other plans necessary te carry out such
assistance, and a reasonably firm estimate of the cost 5 the
United States Government of providing such assistance, have
been completed; and

(2} legislative action within the recipient country, unless such
legislative action may reasonably be anticipated to be completed
in time to permit the orderly accomplishment of the purposes of
such agresment or grant.,

(b) To the maximum extent practicable, all contracts for construc-
tion outside the United States made in connection with any agreement
%r grant subject to subsection (a) shall be made on 2 competitive

asis.

(c) Subsection {2) shall not apply to any assistance furnished for
t};e soie purpese of preparation of engineering, financial, and other
plans.

{d) In addition to any other requirements of this section. no as-
sistance authorized under title I of chapter IT or title T of chapter ¥
of this Act shall be furnished with respect to any capital assistance
project estimated to cost in excess of $1.000.000 until the Administra-
for has received and taken into consideration a certification from the
principal officer of the Adminisiration in the country in which the
project is located as to the capability of such counrty’s resources, both
financial and human, to maintain effectively and utilize the project,
taking inte account among other things the mainienance and utiliza-
tion of projects in such country previously financed or assisted by the
United States. )
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Purpose ,

Subsection (a) establishes certain procedures for cbligation of funds
used for gssistance from the bilateral functional accounts (title I of
chapter I1) and from the economic support fund (title I of chapter V).
The subsection reguires that no agreement or grant constituting an
obligation in excess of $100.000 may be entered into—

(1) if it requires substantive technical or financial planning,
unitil engineering, financial and other plans necessary o carry
out such assistance (for example, an engineering survey to deter-
mine feasibility), and a reasonably firm estimate of the cost to
the U.S. Government have been completed ; and if it requires leg-
islative action within the recipient country, unless such action
may reasonably be anticipated to be completed in time to permit
the orderly accomplishment of the purposes of the agreement or
grant.

Subsection (b} requires that all coniracts for construction outside
the United Siaies which are made in connection with any agreement
subject to subsection (a) of the section should be made tothe maximum
extent practicable on a competitive basis. - -

Subsection (¢) exempts from the requirements of subsection (a)
assistance furnished solely for the purpose of preparing engineering,
financial, and other plans. '

Subssetion {d) prohibits assistance under the bilateral functional
accounts and from economic support funds for an~ capital assistance
project estimated to cost over $1 million, until the Administrator of
the Administration has received and taken into consideration of cer-
tification from the principal Administration officer in the country in
which the project is located as to the capability of the country to main-
tain and use the project effectively, taking into account among other
things the maintenance and use of projecis in that country to which
the United States has previously furnished assistance.

Background

This section is derived from FAA section 611, The provision is es-
sentially identieal fo its FAA predecessor except that the subsection
dealing with the specialized requirement for plans for water or related
land resource constructior vproiects has been omitied (FAA section
661 (b)). That subsection tied pians for water projects to the Memo-
randum of the President dafed Mey 15, 1962, which required a particu-
lar computstion of benefits. In the United States, this is g useful
requirement. In developing countries, it is not as useful as it is usually
difficult to obtain data accurately enough for the precise computation
vequired. Plans and estimates are still required for water projects by
section 741 (a) of the bill, howerver.

Secriox T8
Text
Sec. 742, ProcureEmMeENxT—(2) Funds made avallable under tit? :
of chapter IT and under chapier V of this Act may be used for pro-
curement outside the United States only if the Adminisirsfor deter-
mines that such procurement shall not resuit in adverse effeets upon
the economy of the United States, with special reference to any areas
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of high unemployment and to the net position of the United States
1n its -balance of payments with the rest of the world, which outweigh
the economic or other advantages to the United States of less costly
procurement cutside the United States.

Purpose _

_ This subsection provides that funds under the bilateral functional
accounts, and from economic support funds and disaster assistance
may be used for procurement of items ouiside the United States only
if the Administrator determines that such procurement will not result
in adverse effects to the United States which outweigh the economic or
other advantages to the United States of less costly procurements out-
side the United States.

Background

This subsection is derived from FAA section 604(a). However, ref-
erence to the *industrial mobilization base” has been omitted, the
phrase “areas of high unemployment” has been used in lieu of “areas
of labor surplus™ and the reference to “bulk commodities” has been
deleted. The effect of FAA sec. 604(a) has not been changéd by this
subsection ; more relevant language is used and *he redundancy with
sec. 742(b}, which deals with bulk commodities, 1s omitted.

Section T42 is not made aprlicable to the International Develop-
ment Institute and the Peace Corps.

Seoron 742(=)
Texi
{b) No funds made available under this Act may be used to finance
directly the purchase in bulk of any commedities at prices higher than
the market price prevailing in the United States at the time of pur-
chase, adjusted for differences In the cost of transportation to destina-
tion, quality, and in terms of payment.

Purpose

This subsection provides that funds made available under the bill
may not Me used to finance directly the purehase for nonproject assist-
ance of commodities at prices higher than the prevailing U.S. market
prices, adjusted for certain specified differences such as transportation
costs. This section should not be construed bevond its intent of affect-
ing the direct assistance of the U.S. Government. For example, volun-
tary contributions fo international organizations would not directly
finance purchases, nor would grants to private and voluntary organi-
zations.

Background

This subsection is essentially similar to FAA section 604(b}, excert
that the word “directly”™ has been added to clarify the intentiorn de-
scribed above.

Lext

(c) In providing for the precurement of anv agrieultural com-
modity or product thereof available for dispoesition under the Aari-
cultural Trade Development and Assistance Act of 1954. as amendad,
for transfer by grant under this Act to any iccipient country i <c

Secriox 742 (e) axp (&)
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cordance with its requirements, the Administrator shall, insofar as
practicable and when in furtherance of the purposes of this Act, au-
thorize the procurement of such agricultural commedity only within
the United States except to the extent that such agricultural commod-
ity is not available in the United States in sufficient quantities to sup-
ply emergency requirements of recipients under this Act.

{d} In providing assistance in the procurement of commodities in
the United States, United States dollars shall be made available for
marine insurance on stch commodities where such insurance is placed
on a eompetitive basis in accordance with normal trade practice pre-
vailing before the outbreak of World War I1: Provided, That in the
event a participating country, by statute, decree, rule, or regulation,
diseriminates against any marine insurance company authorized to do
business in any State of the United States, then commodifies pur-
chased with funds provided hereunder and destined for such country
shall be insured in the United States against marine risk with a com-
pany or companies authorized to do a marine insurance business in
any State of the United States.

Purpose

Subsection (e) reguires that insofar as practicable agricultural
~smmedities or products available under Public Law 480, which are
to be furnished under the bill on a grant basis, must be bought enly in
the United States except to the extent that they are not avauiable
here in sufficient quantities to meet emergeney reguirements in the
recipient country. Subsection (d)} provides U.S.-registered marine
insurance companies the assurance that they may compete on an equal
basis with foreign insurance companies for the business of insuring

foreign aid shipments.

Background
These subsections are essentially identical to the corresponding sub-
sections {(¢) and (d) of FAA section 604 and are carried forward inio

this bill for the same purposes.

Secrion 742{e)

Fext

(e} No funds made available under this Act may be used for the pro-
eurement of any agricultural commodity or product thereof outside
the United States when the domestic price of such commodity is Iess
than parity.
Purpose

This subsection provides that neither agricultural commodities nor
products thereof may be purchased outside the United States when
the domestic price of such commodity is less than parity. The purpose
of this subsection is primarily directed toward U.S. Government

rograms involving the purchase of agricultural commmeodities. Because

of the fact that voluntary contributions to the international organiza-
tions are intermingled with contributions from other countries, this
provision does not have applieation to the activities of the interns-
tional organizations. This provision is intended to insure that the
Administration does not maintain general programs authorizing the.
purchase of agricultural commodities outside the United States when
American farmers are getting less than parity for their commodities.

23-347—T78—3
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Background
This subsection is essentially identical to FAA section 604(e).

| SecrroN 742 (f)
Text

(f) Notwithstanding any other provision of this Act, none of the
funds made available to carry out title I of chapter II and chapter V
of this Act may be used to finance the purchase, sale, long-term lease,
exchange, or guaranty of a sale of motor vehicles unless such motor
vehicles are manufactured in the United States: Provided, That where
special circumstances exist including, but not limited to, the safety of
personnel and prevailing conditions of operation, the Administrator is
authorized to waive the provisions of this section in order to carry out
the purposes of this Act.

Purpose

-This subsection provides that funds under the bilateral functional
sccounts, the economic support funds and the disaster assistance shall
not be used to finance non-U.S.-manufactured vehicles unless because
of special circumstances the Administrator has waived this require-
ment.

Background |
" This subsection is derived from FAA section 636(i). However, AID
has in the past refrained from utilizing the special waiver authority in
the FAA provision in some cases where to do so might have been ap-
propriate. The phrase “including, but not limited to, the safety of per-
sonnel and prevailing conditicns of operation” has, therefore, been
added to make clear to the Administrator of the Administration that
the Congress does not expect American vehicles to be required to be
used if the safety of personnel and conditions of the country make them
inappropriate.
SEcrioN T43

Text

SEc. 743. Smayprine DiFFErENTIAL—For the purpose of facilitating
implementation of section 901(b) of the Merchant Marine Act, 1936
(46 U.8.C. 1241(b) ), Funds made available for the purposes of title I
of chapter II or for the purposes of chapter V may be used to make
grants to recipients to pay all or any portion of such differential as is
determined by the Secretary of Commerce to exist between United
States and foreign-flag vessel charter or freight rates. Grants made
under this section shall be paid with U.S.-owned foreign currencies
wherever feasible.

Purpose

This section authorizes the use of funds made available in the bi-
lateral functional accounts, the economic support funds, and disaster
assistance to make grants to defray the freight differential between
U.S.- and foreign-flag vessels on cargoes financed under the act. This
differential results from compliance with the 50-percent requirement
of section 901(b) of the Merchant Marine Act of 1936.

The grants authorized here would cover this difference between U.S.-
and foreign-flag shipping costs and would relieve the importing coun-
try and end user of bearing this added cost.
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Background |
.. This section is essentially identical to FAA section 640C.

o SecrioNn 144
Text - - ,. .
. Src. T44. Szxrene ox UNIrED Srares VEssgrs—The ocean trans-
portation between foreign countries of commodities purchased with
foreigm currencies made available or derived from funds mads avail-
able under this Act or the Agricultural Trade Development and As-
sistance Act of 1954, as amended, and transfers of fresh fruit and prod-
acts thereof under this Act shall not be governed by the provisions of
section 901(b) of the Merchant Marine Act, of 1936, as amended (46
U.S.C. 1241 (b)), or any other law relating to the ocean transportation
of commodities on United States flag vessels. -

Purpose : :

This section exempts from the 50-50 shipping requirement trans-
portation between foreign countries of (1) goods purchased with for-
eign currency acquired under the FAA and Public Law 480, and (2)
fresh fruits and the products thereof. The situation to which this sec-
tion most usually applies is the second leg of a so-called triangular
transaction in which, for example, surplus agricultural commodities
are sold to & Western European country in exchange for that country’s
currency which in turn on the “second leg” is used to buy goods for use
in the ATD program in the third country. Similar triangular arrange-
ments may be made under title I of Public Law 480 (e.g., see Public
Law 480 section 104(d)) and are exempt from the 50-50 shipping re-
quirement as a result of this section. _

Fresh fruits and the products thereof are exempted becanse of their
perishable naturs and the necessity for refrigeration facilities which
are limited in number on U.S.-flag vessels. A similar exerption is also
p: ovided for sales of ‘fresh fruit under Public Law 480.

Background : -
This section is essentially identical to FAA section 603 in that it is
carried forward as a still applicable and useful authority. ‘

SecTioN T45
Text
Sgrc. 745, Patents axp TEcHNICAL INFOorMaTION.—{a) Whenever,
in connection with the furnishing of assistance under title I of chapter
TT and under chapter V of this Act— .

' (1) an invention or discovery covered by a patent issued by
the United States Government is practiced within the United
States without the authorization of the owner, or _

(2) information, which is (A) protected by law and (B) held
by the United States Government subject to restrictions imposed
by the owner, is disclosed by the United States Government or
any of its officers, employees, or agents in violation of such
restrictions, '

the exclusive remedy of the owner, except as provided in subsection
(b) is to sue the United States Government for reasonable and entire
compensation for such practice or disclosure in the district court of
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‘the United States for the district in which such owner is a resident,
‘or m the Court of Claims, within six years after the cause of action
arises. Any peried during which the United Government is in pos-
session of a written claim under sabsection (b) before mailing a
notice of denial of that claim does not count in computing the six
years. In-any such suit, the United States Government may plead

B - any defense that may be pleaded by a private person in such an action.

The last paragraph of section 1498(a) of title 28 of the United States
Code shall apply to inventions and information cover=d by this
sectron. _ '
- {b) Before suit against the United States Government Las been in-
stituted, the head of the agency of the United States Government
concerned may settle and pay any claim arising under the circum-
stances described in subsection (a). No claim may be paid under this
subsection unless the amount tendered is accepted by the the claimant
. in full satisfaction. | 3
(c) Funds appropriated pursuant to this Act shall not be expended
by the United States Government for the acquisiticn of any drug
product or pharmacentical produce manufactured outside the United
States if the manufacture of such drug produce or pharmaceutical
products in the United States would involve the use of, or be covered
by, an unexpired patent of the United States which has not pre-
viously been held invalid by an unappealed or unappealable judgment
or decree of a eourt of competent jurisdiction, unless such manufacture
1s expressly authorized by the owner of such patent. :

- Purpose

_ Section T45(a) provides an exclusive remedy against the United
States Government for unauthorized “practice” within the United
States of & patent or violation of other proprietary rights in connec-
tion with the furnishing of foreign assistance by the United States
Government. Remedy may be obtained by suit in the apuropriate dis-
trict ecourt or the court of claims within 6 years after the cause of
action arises (but such 6-year period shall not begin while the United
States Government is in possession of the claim and has not mailed
a notice of denial thereof. The reference to the last paragraph of sec-
tion 1498(a) of title 28 of the United States Code incorporates existing
law allowing Government employees to bring patent suits against the
Government in certain instances. _

Section 745(b) provides that the head of the United States Govern-
ment agency concerned may settle and pay any claim under Section
745(a) provided the claimant accepts the payment as full satisfaction
of his claim. _ .

Section 745 (¢) prohibits expenditures by the United States Govern-
ment of the identified funds under the act for the aequisition of any
drug or pharmaceutical product manufactured outside the United
States if the “manufacture” thereof in the United States would have
infringed a U.S. patent. Thus, the fact that the actual use of the
patented information may be in a country which does not itself ree-
ognize the patent does not remove the prohibition of this section. The
intent of this subsection continues to be (as in the FAA) that it apply
only to procurement by the United States Government and not to
foreign government purchases.
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Ba,ckgro‘amd
This section is essentially 1dentlcal to FAA section 606 and is carried
forward in order to retain a method of handling patent infringement
which is valuable to the Government and provides reasonable com-
" pensation to the patenter
_ Secrion 746

SEG 746. Use oF Foreiey CURREN cmb———(a) Any Act of Congress
making appropriations to carry out programs under this Act or any
other law for United States operations abroad is authorized to provide
for the utilization of United States-owned excess foreign currencies to
carry out any such operations authorized by law.

(b) In furnishing assistance under this or any other Act i in or to
any country, the Admmlstrator shall take all appropriate steps to
assure that, to the maximum extent possible, United States-owned
foreign currencies are utilized in lieu of dollars. In those countries in
which the United States owns foreign currencies determined by the
United States Treasury to be excess to the needs of the United States
Government, excluding those currencies generated under the Agri-
~ cultural Trade Development and Assistance Act of 19 54, as amended,
the Administrator is authorized to utilize such currencies to the extent
sgreed upon with the government of such country to carry out pur-
pO%s for which new funds authorized by this Act would be available;
and, notwithstanding the requirements of section 1415 of the Supple-
mental Approprmtion Aect, 1953, such funds may be used for such
purposes.

Purpose

Subsection (a) authorizes any appropriation act te provide for the
utilization of U.S.-owned foreign currencies determined to be excess to
the normal needs of the U.S. Government. This allows any U.S. agency
to make use of such funds, if incladed in its appropriation act.

Subsection (b) requires the Adminigtratcr, whenever appropriate,
to use U.S.-owned foreign currencxes in lieu of dollars. It authorizes
the Administrator to use excess foreign currencies, excluding curren-
cies generated under Public Law 480, without the requirement of an
approprlatmn if the government of the recipient country agrees and
if the currencies are used in accordance with purposes authorlzed under
the bill.

Background

Subsection (a) is derived from FA A section 612(b). Subsection (b)
is new authority with respect to non-Public Law—480 generated cur-’
rencies. Section 104 of Public Law 480 currently authorizes the use of
Public Law 480 generated excess currencies without appropriation.
This suthority is Intended to make excess currencies generated under
other laws available to the same extent as they are available under

Public Law 480, .
- Curréntly the excess currency countrles are Burma. Egypt, Guinea,

India, and Pakistan. The excess currencies on hand as of December 31,
1977 (except for India), totaled appreximately $296 million from
Public Law 480 sources and $109 million from non-Public Law 480
sources. Approximately $427 million of Indian rupees are available
from non-Public Law 480 sources. India’s Public Law 480 generated
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- currency on hand amounts to only $13 million because of the 1973-75
local curreney agreements.

- Section 104 of Public Law 480 (£nal proviso), requires a report to
certain congressional committees, including the Senate Commiitee on
- Foreign Relations, regarding the uses, and the effects of nses, of excess
foreign currency. It is further intended that this requirement shall be
observed with respect to all uses of any excess currencies, including
those allowed by this section. ’

o Srorion T4T
Text o _

SEc. 747. Waxvess or Cerrarny Laws.—Whenever the Administrator
determines it to be in furtherance of the purposes of this Act, the fune-
tions authorized under this Act may be performed without regard to
such provisions of law (other than the Renegotiation Act of 1951, as
amended (50 U.S.C. App. 1211 et seq.) ), regulating the making, per-
formance, amendment, or modification of contracts and the expendi-
ture of funds of the T'i.ited States Government, as the Administrator
1y specify. - o
Purnose + . o

-Section 747 authorizes the waiver of certain laws to minimize the
difficulties and complexities of carrying out the foreign assistance pro-
gram by permitting the performance of functions authorized underthe
bill witheut regard to laws regulating the making, performance,
amendment, or modification of contracts and the expenditure of U.S.
Goverrment funds, other than the Renegotiation Act of 1951, as
amended, as the Administrator may specify. L

Background < : ’ ‘
- This section is essentially identical to FA A Section 633(z).

' SrcTroN 748
Text : : -- '
~Ssc. 748. Rerextion anp Use or Cerraty Itews aNp Fowps—(s)
Any eommodity procured to carry out this Act shall be retained by,

or upon reimbursement, transferred to and for the use of, such agency’

of the United States Government as the A dministrator may determine
in lieu of being disposed of to a foreign eountry or international orga-

nization, whenever in the judgment of the Administrator the best

interests of the United States will be served thereby or wheriever such
refention. is called for by concurrent resolution. Any commodity. so

~ retained may be disposed of without regard to provisions of law rélat-
ing to the disposal of property owned by the United States. Gov-.

ernment, when necessary to conserve the usefulness thereof. Funds

realized from any disposal or transfer shall revert to the respeetive.
appropriation, funds, or account used to procure such commoditiss or.

to the appropriation, funds, or account currently available for the
- same general purpose. - o w PR
_{b) Whenever any commiodity is fransferred to the United States
Government as repayment of assistance under this Act, such. com-

modity may be used in furtherance of the purposes and within the

limitations of this Act.
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" {¢) Funds realized as a result of any failure of a transaction financed
under authority of this Act to conform to the requirements of this Act,
or to applicable rules and regulations of the United States Govern-
‘ment, or to the terms of any agreement or contract entered into under
authority of this Act, shall revert to the respective appropriation,
fund, or account used to finance such transaction or to the appropria-
tion, fund, or account currently available for the same general purpose.

Purpose _ |

Subsection (2) makes provision for cases which may arise when
changing circumstances make if inac isable to deliver goods which
have already been procured for aid programs. It permits any com-
modities procured to carry out the bill to be retained or transferred
to any agency of the U.S. Government upon reimbursement, rather
than be transferred to an aid recipient, when the Administrator deter-
mines that such retention or transfer will serve the best interests of
the United States or when such retention is called for by concurrent
resolution. Disposal of such items to prevent their spoilage or wastage
or to preserve their usefulness may be made without regard to laws
governing disposal of U.S. Government property. Money received
from such disposal or transfer reverts to the account from which the
original procurement was made or to the account from which similar
procurement would currently be made. _ :

Subsection (b) provides that whenever commodities are transferred
to the T7.S. Government as repayment of assistance under the bill, such
commodities may be used in furtherance of the bili’s purposes and
within its limitations. It makes possible arrangements whereby, for
example, the United States may furnish a country with one kind of
commodity in return for a second kind which in turn is then furnished
to another country.

Subsection (c¢) provides that refunds, received as a result of the
failure of 2 transaction under the bill to conform to applicable require-
ments or regulations, shall revert to the appropriation or other account
used, or to the appropriation or account currently available for the
same general purpose.

Background

“This section is essentially identical to FAA section 605 except that

it omits reference to military programs, to be handled by a separate

authorization.
| Secrion 749(a)

Text
Sgc. 749. Provisions ox Uses oF Fuxpsi—(a) Appropriations for
the purposes of or pursuant to this Act. alloeations to any agency of
the TTnited States Government, from other appropriations, for fune-
tions directly related to the purposes of this Act, and funds made
s;vailab}e for other purposes to the Adminisiration shall be available
or— '

(1) rent of buildings and space in buildings in the United
States, and for repair, alteration, and improvements of such
leased properties;
~ (2) expenses of attendance at meetings concerned with the
‘purposes of such appropriations of this Act. including (notwith-
standing the provisions of section 9 of Public Law 60-328 (31
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T.8.C. 678)) expenses in connection with meetings and persons
" whose employment is authorized by section 723; _

(8) contacting with individuals for personal service abroad:
Provided, That such individuals shall not be regarded as em-
~ ployees of the United States Government for the purpose of any
- law administered by the Civil Service Commission ; _

- (4) purchase, maintenance, operation, and hire of aircraft:
Provided. That aircraft for administrative purposes may be
purchased only as specifically provided for in an appropriation
or other Act;
(5) purchase and hire of passenger motor vehicle: Provided,
That except as may otherwise be provided in an appropriation
. or other Act, passenger motor vehicles for administrative pur-
poses outside the United States may be purchased for replace-
- ment only, and such vehicles may be exchanged or sold and re-
placed by any equal number of such vehicles and the cost, includ-
ing exchange allowance, or each such replacement shall not ex-
ceed $3,500 in the case of an automobile for the chief of any
special mission or staff outside the United States established
- under section 728: Provided further, That passenger motor ve-
hicles other than one for the official use {without regard to the
limitations contained in section 5 of Public Law 63-127, as
amended (31 U.S.C. 688a(c) (2)), and section 201 of Public Law
85468 (31 U.S.C. 638(¢))) of the Administrator may be pur-

r ~ chased for use in the United States only as may be specifically

provided in an appropriation or other Act; . |

(6) entertainment (not to exceed $25,000 in any fiscal year

Kmespt as may otherwise be provided in an appropriation or other
et):

. {7) exchange of funds without regard to section 3651 of the

Revised Statutes (31 U.S.C. 543) and loss by exchange;

(8) expenditures (not to exceed $50,000 in any fiscal year except
as may otherwise be provided in an appropriation or other Act)
of a confidential character other than entertainment: Provided.,
That a certificate of the amount of such expenditure, the nature of
which it is considered inadvisable to specify, shall be made by the
Administrator or such person as he may designate, and every
such certificate shall be deemed a sufficient voucher for the amount
therein specified; o

(9) insurance of official motor vehicles or aircraft acquired for
use in foreign countries;

(10) rent or lease outside the Unifted States for not to exceed
ten years of offices, buildings, grounds, and quarters, including
living . quarters to house personnel, and payments therefor in
advance ; maintenance, furnishings, necessary repairs, improve-
ments, and alterations to properties owned or rented by the I'nited
States Government or made available for use to the T'nited States

-Government catside the United States; and costs of fuel, water
and utilities for such properties;

(11) expenses of preparing and transporting to their former
homes, or, with respect to foreign participants engaged in any
program under this Act to their former homes or places of burial,
and of care and disposition of, the remains of persons or members
of the families of persons who may die while such persons are
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away from their homes participating in activities carried out with
funds covered by this subsection;
(12) purchase of uniforms;
(13) payment of per diem in lien of subsistence te foreign
- participants engaged in any program under this Act while such
. participants are away from their homes in countries other than
. the United States, af rates not in excess of those prescribed by
the standardized Government travel regulations, notwithstanding
- any other provision of law;
(14) use in accordance with anthorities of the Foreign Service
- Act of 1946, asamended, not otherwzse provided for;
(15) 1ce and drmkmg water for use outside the United States;
and
~ (16) expenses in connection with travel of personnel outside the
- United States, including travel expenses of dependents (including
expenses during necessary stopovers whileengaged in such travel),
“and transportation of personal effects, household goods, and auto-
mobiles of such personnel when any part of such travel or trans-
portation begins in one fiscal year pursuant to travel orders issued
- in that fiseal vear, notwithstanding the fact that such travel or
tmnspertatmn may not be compieted during the same fiseal year,
and cost of transporting automobiles to and from a place of stor-
age, and the cost of storing autcmobiles of such personnel when
it is in the public interest or more economical to authorize stora,ge

Purpose

The purpose of this section is to provide basic Iegzsia,tn'e authority
of an administrative nature for particular purposes which are con-
sidered necessary and important in carrying out the puposes of the
act. While, as a general matter, funds may be used for any necessary
expenses of carrvmg out the programs for which the funds are made

available, several of the provisions in this section are included because
of Specmi statutes or Comptroller General rulings which require, or
may require, éxpress statutory authorizations to use funds for these
particular types of expenses.

The provisions in subsection (a) apply to a,ppropmatmns for ihe
purposes of or pursuant to the bill, to funds allocated to any U.S.
Government agency from any other’ appropriations for functions di-
rectly related to the purposes of the bill, and to funds made available
for other purposes to the administration.

Paragraph (a) (1) permits funds to be used for pa,vment of rents
in the United States, including the District of Columbia, without
regard to the prohibitions contamed in 40 U.8.C. 34 and 304c. It also
permits the repair, alteration, and improvement of such leased prop-
erties without regard to the limitation contained in 40 U.S.C. 2782
W}uch sets a hm1tat10n on the value of improvements, aiteratmns, and
repair to such premises. Authority to pay rent for space in buildings
outside the District of Columbia would permit the admmlstmtmn
to acquire needed warehouse or storage space to facilitate the advance
procurement of supphes, such as excess property, for use in the
program.

Paragraph (a) (2) permits funas to be used for attendance at meet-
ings despite the prohibitions contained in 31 U.S.C. 551 and 5 U.S.C.
9_946 and further anthorizes payment of incidental expenses related to
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arrangements for meetings of groups of consultants in connection
with performance of functions authorized by the bill. ]
Paragraph (a)(8) authorizes the employment by contract of in-
dividuals (whether Americans or foreign nationals) for personal
services abroad. The provise insures that persons serving under con-
-tract pursuant to the provisions of this parargaph are not considered
employees of the U.S. Government forthe purpose of any law adminis-
tered by the Civil Service Commission. The contractual services in-
volved range from professional technical advice to foreign govern-
ments, to custodial and housekeeping services for missions.
Paragraph (a) (4) authorizes the purchase, maintenance, operation,
and hire of aircraft except that aiverft for administrative purposes
may be purchased only as specifically provided for in an appropriation
or other act. It is included in view of 31 U.S.C. 638a(b) whiech would,
in the absence of this express authorization, prohibit the purchase,
maintenance, or operation of any aircraft; 31 U.S.C. 638a(b) specifies
that purchases of airceraft with funds for administrative expenses may
be made only as expressly provided in an appropriation or other act.
- Paragraph (a)(5) contains the express authorization which is re-
quired by -31 U.8.C. 638(a) for the purchase or hire of passenger
motor vehicles for use by a2 U.S. Government agency. It specifies that,
except as may otherwise be provided in an appropriation or other act,
passenger motor vehicles for use outside the United States may be
purchased by a U.S. Government agency for administration purposes
on a replacement basis only. The language makes it clear that program
purchases for use as part of the aid being delivered to a foreign
country are not limited by the restrictive language of the paragraph.
- ~The proviso, which specifies that passenger metor vehicles for use in
the United States may be purchased only as may subsequently be
expressly provided in an appropriation or other act, provides au‘hor-
ization to purchase a vehicle for the use of the head of the adminisira-
tion and, in addition, provides that such purchase shall be without
regard to the limitation as to price contained in 81 U.S.C. 638a(a) or
the limitation as to use set forth in 31 U.S.C. 638a(c) (2). The lan-
guage also permits the administration to pay not to exceed $3,500 for
vehicles for chiefs of missions. ‘

- Paragraph (a) (6) is included in view of Comptroller General rul-
ings that express authorization is required to pay expenses which are
classified as entertainment. Not to exceed $25,000 may be used for such

. expenses in any fiscal year except as may subsequently be expressly
provided 1n an appropriation or other act. Expenses contemplated
under this paragraph would include expenses incurred by high-rank-
ing U.S. officials respons:ble for administration of this program and
expenses in connection with foreign nationals participating in activi-
- ties under the act in the United States, insofar as such expenditures
are classified as entertainment. These expenses are in addition to rep-
resentation expenses authorized under, that is, sections 726(b) and
728(b) of the bill. | |

. Paragraph (2)(7) provides authority to exchange dollars for for-
eign currencies in connection with the carrying out of programs in
foreign countries, and to protect personnel from losses which may
result from fluctuations in exchange rates. Paragraph (a) (8) author-
izes payment of expenses (not to exced $50,000.in any fiscal year except
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as may otherwise be provided in an appropriation or other act) of a
confidential character upon certification by the Administrator, or his
designee, that it is considered inadvisable to specify the nature of the
expenditure. : ' :
 Paragraph (a)(9) provides basic authority to obtain insurance on
official motor vehicles and aireraft acquived whether by purchase, lease,
hire, or otherwise for use in connection with the ATD program outside
the United States. It is intended that appropriate insurance will be
obtained in countries where required by law and also in countries
where the policy of the foreign office of the country concerned or the
interest of the United States makes it important to procure such
insurance. : )

Paragraph (&) (10) provides basic authority to rent or lease outside
the Unifed States for periods not to exceed ten years offices, buildings,
grounds, and quarters, including living quarters to house personnel,
and to make advance payments for such purposes. In addition, it pro-
vides authority to procure furnishings for such living quarters, offices,
et cetera, and to maintain, make necessary repairs, alterations and im-
provement to properties owned or leased by the United States or made
available for use to the United States in connection with programs
under the bill and additionally, to pay the costs of fuel, water and
facilities for such properties.

The ten-year leasing authority and the authority to make advance
payments is included because experience has demonstrated that it 18
the custom in many countries to require Jong-range leases and also that
rental payments be made in advance. The language contemplating
buildings other than those owned or rented by the United States would
include, for example, buildings made available by the hest couniry.

Paragraph (a){11) authorizes payment of costs of preparing and
transporting to their former homes, or, with respect to foreign partic-
ipants engaged in programs under the act, to thei: former homes or to
a.place of burial, and of care and disposition of, the remains of persons
or of members of their families while such persons are away from their
homes, engaged in aid programs. This permits, for example, the pay-
ment of funeral and related expenses in cases where circumstar zes do
not permit the return to their homes for burial of per:ons or of mem-
bers of their families who die while such persons are away from their
homes, engaged in activities authorized by the bill.

Paragraph (a) (12) provides express statutory authorization for
the purchase of uniforms for civilian employees and thereby avoids
the limitation of $100 prescribed by the Federal Employees Uniform
Allowance Act of September 1, 1954, and is generally used only where
local custom requires them for such positions as chauffeurs, messen-
gers, nurses, elevator operators, doormen, etc. _

Paragraph (a)(13) authorizes the establishment of per diem rates
for foreign participants engaged in program activities under the bill
while sach persons are undergoing training away from their homes in
countries other than the United States. Paragraph (a)(14) makes
clear that funds may be used in accordance with the authorities of the
Foreign Services Act, not otherwise provided for.

Paragraph (a) (15) authorizes purchase of ice and drinking water
for use outside the United States. It is included because of Comp-
troller General rulings which require express authorization to pay for

ice and drinking water. -
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- Paragraph (a)(16) provides for payment of travel expenses of
employees and their dependents (including expenses during necessary
stopovers while engaged in such travel), as well as expenses of trans-
portation of househeld goods, personal effects. and vehicles, charging
ali such expenses to the appropriation available during the fiscal year
in which any part of the expenses incident to such travel were first
incurred regardless of the vear in which the balance of the costs were
incurred. Transportation of automcbiles for storage and payment of
storage will be authorized when it is in the public interest {such asin
case of evacuation or while in transit to an area where disturbed con-
ditions prevent onward shipment)} or when it is more economical or
otherwise in the public interest to authorize storage.
Background

This subsection is derived from section 636(a) of the FAA. A
Teview of each of these paragraphs was made in an effort to omit any
that are obsclete or unnecessary. Only one, FAA sec. 636(a) (16), has
been deleted; it dealt with services from the Environmental Science
Services Administration (now the National Oceanic A ffairs Adminis-
tration). That authority is no longer regarded as necessary. It was
concluded that the other subparagraphs are needed.

Sectron 749 (b)

Lext ,

- {b) Funds made available for the purpoeses of tlis Aet mavy be used
for compensation, allowances, and travel of personnel including For-
eign Service personnel whose services are utilized primarily for the
purposes of this Act, for printing and binding without regard to the
‘provisions of any other law, and for expenditures outside the Uniied
States for the procurement of supplies and services and for other ad-
ministrative and operating purposes (other than compensation of per-
sonnel) without regard to such laws and regulations governing the
-obligation and expenditure of funds of the United States Government
-as may be necessary to accomplish the purposes of this Act.

FPurpose :

Section 749(b) permits the use of funds for compensation, allow-
ances, and travel of personnel. It permits printing and binding with-
‘out regard to provisions of any other law. The provision with respect
to printing and binding is primarily to permit use of contrac printing
services rather than the GPO when use of its services is not practical.
The subsection further provides for the waiver of such laws-and regu-
lations as may be necessary for expenditures outside the United States
In connection with the procurement of supplies and services and ad-
ministrative and operating purposes. :
Background

This section is essentiallv identical to FAA section 636 (b).
‘This section was originally enacted as section 114(d) of the FAA

of 1948.
SectIoN 749(c)
Text
(¢) (1) Notwithstanding any other law, not to exceed $
of the funds available under section 704 may be used in any fiscal vear
(in addition to funds available for such use under other suthorities
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in this Act) to construct or otherwise acquire cutside the United States
{1) essential living quarters, office space, and necessary supporting
facilities, and {2) schools, including dormitories and boarding facili-
ties, and hospitals for use of personnel carrying out activities suthor-
ized by this Act, United States Govermunent personnel, and their de-
pendents. In addition, funds made available under section 704 may be
used, notwithstanding any other law, to equip, staff, operate, and
maintain such schools and haospifais.

Purpose

Section 749(e¢) authorizes no funds, but is g diversionary authority
which authorizes the use in each vear and notwithstanding any other
law, of not to exceed 2 stipulated amount of 8 of funds from
the operating expense sceount. It anthorizes such use to construct or
acquire {which includes long-term lessing) living quarters, office
space, necessary supporting facilities {such as warehouses, and nec-
essary facilities for recreation and civic needs}, schools {including dor-
mitories and Loarding facilities), and hospitals, and to equip, staff,
operate, and maintain such schools and hospitais.

The subsection authorizes school and hospital facilities to be pro-
vided for the use of other U.S. (overnment personnel and their de-
pendents in addition to personnel carrying cut activities under the
bill. It should be noted that no funds are appropriated for this sub-
section and that operating funds must be used for such facilities. Aec-
cordingly, the authority should be used primauly for administration
persennel. The subsection contemplates the p..vision of facilities for
other Government personnel where the admi i ‘retion aiready has or
is planning such facilities for persorne! peiforming administration
functions and can provide such services for other personnel incident-
ally to, or by a minor addition fo, ifs own needs.

Background

This section is essentialy identical to FAA section 636{c) which
incorporated a similar provision from the Jutual Security Act of
1956. This authority is not needed as widely as it was in the 1950's and
early 1960°s. especially with regard to the construction of schools and
hospitals. However, it is recognized that there may be siinations in
which any or all of this authority might be used. The funds which
can be used are limited to operafing expenses and the administration
will be expected to justify its use as a part of s justification for its
operating expenses budget, '

Secrroxw 749{d}

{d) Neot to exceed $§ of funds avaiiable nnder section
704 may be used in any fiscal year to provide assistance, on such terms
and condtions as are deemed appropriate, to schools established, or to
be established, outside the Unitad States whenever it is determined
that such action would be more economical or would best serve the
interests of the United States in providing for the edueation of de-
pendents of personnel ecarrying out activities authorized by this Act
anG dependents of United States Government personnel, in lieu of
acquisition or constrnetion pursuant to subsection {¢) of this section.
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Purpose - -

*This section authorizes no funds but is a diversionary authority
which authorizes the use in each year, of not to exceed a stipulated
ainount from the operating expense account for assistance {o schools
abroad where such assistance is the most economical or otherwise prac-
tical way to provide for the education of dependents of admimistra-
tion personnel and other U.S. Government personnel. The authority
is to be used in lieu of construction or acquisition, but the expendi-
tures authorized hereunder are in addition to the amount provided in
section 749(e). Like the authority contained in section 749(c). this
authority is to be used primarily for personnel implementing admin-
istration functions. -
 "This subsection is essentially identical to FAA section 636(d) ex-
cept that the funds used for this purpose may only come from the op-
erating expense account. This authority is preferred over the construc-
tioh of schools authorized in sectinn 749(c). There are schools located
abroad which are willing to admit dependents of personnel perform-
ing functions under the bill and of U.S. Government personnel. and
which can. with some financial assistance, expand or improve their fa-
eilities (such as library, laboratory, physical planf) to meet minimal
U.8. educational standards.

Sectox 749 (e)

Text
 {e) Funds available under section 704 may be used to pay costs of
training United States citizen personnel employed or assigned pur-
suant to section 721 or 723 {(through interchange or otherwise) at any
Staie or local unit of government, public or private nonprofit insti-
tution, trade, labor, agricultural, or scientific association or organi-
zation, or commercial firm; and the provisions of Public Law 91-648
{5 T.S.C. 3371 et seq.) may be used to carry out the foregoing au-
thority notwithstanding that interchange of personnel may not be
involved or that the training may not take place at the institutions
specified in that Act. Such ¢raining shall not be considered employ-
ment or holding of office under section 5538 or title 5 of the United
States Code, and any payments or eontributions in eonnection there-
‘with may, as deemed appropriate by the head of the agency of the
United States Government authorizing such training, be made by
private or public sources and be accepted by any trainee, or may be
accepted by and credited to the current applicable appropriation of
such agency: Provided, however, That any such payments to any
employes in the nature of compensation shall be in lieu, or in reduc-
tion, of compensation received from the United States Government.

Purpose :

Section 749(e) appropriates no funds but provides that funds
available under the opersting expense account may be used to pay
costs of training U.S. citizen personnel employed or assigned under
section 721 or 723 (note 723 should read 722; this is a printing error.)
at any State or local unit of government, any public or private non-
profit instituticn, trade, labor, agricultural, and scientific association
or organization, or commercial firm.
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Training provided under this section is not considered employment
under title 5 United States Code section 62 (relating to dual office
holding) and payments or contributions in connection with the train-

ing, as deemed appropriate by the head of the agency authorizing the
training, may be made to the trainee or the agency. If payments in the
nature of colapensation are made to the employee, his or her salary
from the U.S. Government, should be reduced by the amount of the
payment. If made to the agency, the payment should be. credited to

the current account of the agency.

Background

This section is derived from FA A section 6368(e). The bill’s provi-
sion now restricts the source of funds for this section to the operating
expenses account and changes the reference from a law now repealed
to the current reference, the Intergovernmental Personnel Act of
1870 (Pubiic Law 91-648). Also, the provision now makes clear that:
civil service personnel may take advantage of this authority. :

. SecTon 750 : .
Text ,
Sec. T50. Smari, Busivess.—{a) Insofar as practicable and to the
maximum extent consistent with the accomplishment of the purposes
of this Act, the Administrator shall assist American small business to
participate equitably in the furnishing of commodities and services
financed with funds authorized under this Act— .

(1) by causing o be made available o suppliers in the United
States, and particularly to small independent enterprises, infor-
mation, 2s far in advance as possible, with respect to purchases
proposed to be financed with such funds;

(2) by causing to be made available to prospective purchasers
in the countries and areas receiving assisiance under this Act in-
formation as to such commodities, articles. and services produced
by small independent enterprises in the United States; and

(3) by providing for additional services to give small business
better opportunities to participate in the furnishing of such
commodifies, articles, and services financed with such funds.

(b} There shall be an Office of Small Business, headed by a Special
Assistant for Small Business in the Administration to assist in carry-
ing out the provisions of subsection {(a}.

Purpose _

Section 750(a) provides that insofar as practicable American sup-

liers, especially small independent enterprises, are to be informed as

gar in advance as possible of purchases to be financed with foreign aid
funds. Further, prospective purchasers in countries receiving assist-
ance are to be informed of goods and services produced by small in-
dependent business in the United States. Finally, the Administrator
is directed to provide for “additional services to give small business a
better opportunity to participate in providing goods and services”
under the bill. ' - |

Section 750(b) creates an QOffice of Small Business, headed by a Spe-
cial Assistant for Small Business. ~ |
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Background

‘This section is derived from FA A sec. 602 and is essentially identical
to the latter’s provisions except that reference to military assistance is
omitted since military assistance will be authorized by separate legis-
lation. In the implementation of this section, the Administrator is
expected to take into account the report required by sec. 133 of the In-
ternational Development and Food Assistance Act of 1977 and, to
the maximum extent possible, to carry out the report’s plan of action,

Trrie IV—GexErAL PROVISIONS

o SecTion 761
Text

- SEC.T61. SPecian AvrHorities.—(a) The President may authorize
in each fiscal year the use of funds authorized under this Act in a total
amount not to exceed $25.000,000 and the use of not to exceed $10.000,-
000 of foreign currencies accruing under this Act or any other law
without regard to the requirements of this Aect, any law relating to
receipts and credits accruing to the United States, any Act authorizing
or appropriating funds for use under this Act, or the Mutual Defense
Assistance Control Act of 1951 (22 17.S.C. 1611 et seq.), in furtherance
of any of the purposes of this Act, when the President determines that
such autherization is important to the security of the United States,
The authority of this subsection shall not be used to waive the limita-
tions on transfers contained in subsections {c) and (dy.

(b) Whenever the Administrator determines it to be necessary for
the purposes of title I of chapter I1, not to exceed 15 per centum of
the funds authorized under any provision of such title may be trans-
ferred to, and consolidated with the funds authorized under any other
provision of such title, and may be used for any of the purpeses for
which such funds may be used. except that the total in the provisions
for the benefit of which the transfer is made shall not be increased by
more than 25 per centum of the amount of funds made available for
such provision.

(¢) Whenever the Administrator determines it to be necessary for
the purposes of this Act, not to exceed 15 per centum of the funds
authorized under title I of chapter V may be transferred to, and éon-
solidated with the funds anthorized nnder title T of chapter I1, title
IT of chapter V, or title I of chapter VI. and may be used for any of
the purposes for which such funds may be used, except that the total
in the provision for the benefit of which the transfer is made shall not
be increased by more than 25 per centum of the amount of funds made
available for such provision. . _

(d) Whenever the Administrator determines it to be necessary for

“the purposes of this Aect, the funds authorized under this Act may be
used to augment the appropriations made available pursuant to sec-
tion 704 by not more than 5 per centum. S _ .

- (8} Neither the President nor the Administrator shall exercise any
special authority granted to him above unless. before the date he
intends to exercise such authority, he notifies the Speaker of the Honse
of Representatives and the Committee on Foereign Relations of the
Senate in writing of each such intended exercise, the section of this
Act under which such authority is to be exercised, and the justification
for, and the extent of, the exercise of such authority.
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Purpose

Subsection 761(a) permits the President to authorize the use of
funds authorized under this bill and other specified acts without
regard to the requirements of this bill or other specified acts in fur-
theranece of any of the purposes of this bill. The President must deter-
mine that such authorization is important to the security of the United

‘States. In any fiseal vear, the authority is limited to $25 million of the
funds authorized under this bill and $10 million of foreign currencies
acoruing under this bill or other specified acts. The authority of sub-

_section i?761-(3,) cannot be used to waive the limitations on transfer
contained in subsections 761 {(c¢) and (d) pertaining to transfers
among development accounts and the operating expenses account.

Subsection 761(b) authorizes the Administrator to transfer within
and to consolidate funds authorized under title I of chapter II—the
functional development account. The Administrator must determine
that the transfor and consolidation are necessary for purposes of titles
T of chapter II. The transfer is limited to 15 percent of the funds
authorized under any provision of the title. The total amount in the
provisions for the benefit of which the transfer is made shall not be
increased by more than 25 percent of the amount of funds made avail-
able for the provision. The transferred funds may be used for any of
the aathorized purposes for which the funds into which they are trans-
ferred may be used.

Subsection 761{c) authorizes the Administrator to transfer and
consolidate funds authorized under title I of chapter V—Economic
Support Fund—with funds authorized under title I of chapter II—
Grant and Loan Assistance—title II of chapter — International Dis-
aster Assistance—or title I of chapter VI—Private Initiatives in
Development. Not to exceed 15 percent of the funds authorized under
title I of chapter V may be transferred. The total in the provision for
the benefit of which the transfer is made shall not be Increased by
more than 25 percent of the amount of funds made available for that
provision. The transferred funds may be used for any of the pur-
poses for which the funds authorized under any provision of the spe-
cified titles may be used. o - _

Subsection 761(¢") authorizes the Administrator to angment the
appropriations made available pursuant to section 704—Operating
Expenses—by not more than 5 percent. The Administrator must deter-.
mine this augmentation to be necessary for the purposes of the bill.

Subsection 761(e) prohibits the President and the Administrator
from exercising any special authority granted in section 761 unless
the Speaker of the House of Representatives and the Committee on
Foreign Relaions are informed in writing of each exereise of authority
before the authority is exercised.

Background : L

Section 761 provides the President and the Administrator with spe-
cial transfer and consolidation authorities similar fo those now pro-
vided in FAA sections 641{(a), 109 and 610. :

Subsection 761(a) has two principal effects. First, it-permits the
President to use up to $25 million in' funds authorized under the bill
and up to $10 million of foreign currencies aceruing under this bill or
other specified acts without regard to the requirements of this bill.

23-347—78——10
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Second, the subsection not only suthorizes the transfer of funds, it also
permits the waiver of other requirements of the bill. )

To exercise these waiver and transfer authorities, the President must
determine that it is important to the security of the United States.

This provision is derived from FAA section 614(a). However, cer-
tain programs authorized in the FAA with respect to which the au-
thorities in section 614(a) have been used-—such as the military as-
sistance program—are not carried forward as part of this bill. Thus,
the limits of $250 millicn of funds authorized under this act and $100
miilion of foreign currencies accruing under other acts have been re-
duced to $25 million and $10 million, respectively. Therefore, the at-
It-).herities provided under FAA section 614(a) are not as broad in this

HIR w |

The special authorities contained in FAA sections 614(b) and (c)
pertaining to use of funds to meet the responsibilities or objectives of
the United States in Germany, and the President’s authority to use
not to exceed $50 million of the funds made.available under the FAA
pursuant to his certification that it is inadvisable to specify the nature
of the use of such funds, are not included in the bill, _

Subsection 761(b). permits the transfer or consolidation of funds
within title I of chapter II—the functional development accounts. The
effect of this provision isto permit the Administrator to transfer funds
from one of the functional development accounts to another. No ac-
count may be reduced by more than 15 percent, and no account may
be increased by more than 25 percent under the authorities of this sub-
section. This subsection is derived from FAA section 109 without sub-
stantive change. — - . o '

Subsection 761(¢) permits the Administrator to transfer up to 13
percent of the funds authorized for the Economic Support Fund to the
functional development, the international disaster assistance, and the
private initiatives in development accounts. The individual account
into which funds were transferred may not be increased by more than
25 percent. FAA subsection 610(a) Timited to 10 percent the Funds
which could be transferred from other parts of the act to functional
development accounts and limited to 20 percent the amount by which
a provision in a functional development account could be increased by
a transfer. _

Subsection (d) and (e) are derived from FAA seciion 109 and
F A A section 652, respectively.

, SECTION 762. FINDINGS AND DETERMINATIONS
Text _ - .

SEC. 762. F1NpiNes axp DETERMINATIONs.—(a) In any case in which
the President or Administrator is required to make 2 report to the
Congress, or to any committee or officer of either House of Congress,
concerning any finding or determination under any provision of this
Act or of the Foreign Assistance and Related Programs Appropria-
tions Act for each fiscal year, that finding or determination shall be
reduced to writing and signed by the appropriate official. ‘
(b) No action may be taken pursuant to any such finding or deter-
mination prior to the date on which that finding or determination has
been reduced to writing and signed by the appropriate official.

T
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- {¢) Each such finding or determination shall be published in the
Federal Register as soon as practicable after it has been reduced to
writing and signed by the appropriate official. In any case in which
the President concludes that such publication would be harmful to
the national security of the United States, only a statement that a de-
termination or finding has been made by the appropriate official in-
cluding the name and section of the Act under which it was made,
shall be published. ' T

(d) No committee or officer of either House of Congress may be
denied any requested information relating to any finding or determi-
nation which is required to be reported to the Congress, or to any
committee or officer of either House of Congress, under any provision
of this Aect, or the Foreign Assistance and Related Appropriations
Act for each fiscal year, even though such report has not yet been
transmitted to the appropriate committee or officer of either House
of Congress. o '

Purpose _ _ . ‘ .

(@) This section requires that any findings or determinations as to
which the President or the Administrator is required to report to
Congress, under this act or an appropriations act, must be in writing
and signed by the appropriate official. o o

() Until the finding or determination is reduced to writing and
signed, action pursuant to it cannot be taken. : :

(¢) Such findings and determinations must be published in the
Federal Register as soon as practicable after signature, except that if
the President concludes that such publication would be harmful to
national security, there shall be published only a statement that a de-
termination or finding has been made by the appropriate official, in-
cluding the name and section of the act under which made. -

(d) Congress cannot be denied any requested information reldting
to any finding or determination required to be reported, even thoug
such report has not yet been transmitted to the appropriate commit-
tee or officer of either House of Congress.

Background

This section is derived from and very similar to existing FAA sec-
tion 654. The section omits references to military assistance, which 13
not covered by the bill, and covers findings or determinations made by
either the President or the Administrator which are required by
S, 2490 to be reported to Congress.

SrcrioN 763. TERMINATION OF ASSISTANCE

Text

Szc. 763. TERMINATION oF AssistaNcE-—Assistance authorized un-
der this Act may, unless sooner terminated by the Administrator. be
terminated by concurrent resolution. Funds made available under this
‘Act shall remain available for a period not to exceed eight months.
from the date of termination of assistance authorized under this Act
for the necessary expenses of winding up programs related thereto.

Purpose | .
This section provides that assistance authorized under this act. un-
Jess sooner terminated by the Administrator, may be terminated by




142

concurrent. resolution. Funds made available under this aet shall re-
main available for a period of not to exceed 8 months from the date of
any termination of assistance for the necessary expeuses of winding
up programs relating thersto.

Background _

This section is identical in substance to FAA section 617, It provides
for the termination of assistance, but also provides for the continuned
avallability of funds for 8 months after termination for the “winding
up” of programs. The term “winding up” means that when appropri-
ate, programs may be brought to an orderly conclusion or completion
after a decision to terminate them has been made.

SEcTION 764. AvarLariLrry or Fuxps
Text
SEC. 764. AvArLasiiiry oF Fuxps.—Except as otherwise provided in
this Act, funds shall be available to carry out the provisions of this

-

Act as authorized and appropriated each fiscal year.

Purpose

This section provides that, except as otherwise provided in the bitl,
funds shall be available to carry out its provisions only as authorized
and appropriated each fiscal year.

Background

This section is identical in substance to FAA section 616. It insures
that, except as the bill may provide otherwise, the bill's provisions will
not be considered to be continuing authorizations of appropriations,
but that authorizations must be requested for new money when needed.

The opening clause is intended to make clear that this seetion does
not affect, for example, funds made available on a no-year basis under
the bill, fee income or interest income which may be available to QPIC
or for other guaranty operations under the bill. or any donations to the
Administration accepted pursuant to section 765(f) of the hill.

SECTION T765. GENERAL AUTHORITIES

Text

SEC. T65. GENERAL AuTtHORITIES.—(2) Except as otherwise specifi-
cally provided in this Act, assistance authorized under this Act may be
furnished on a grant basis or on such terms, including cash, credit, or
other terms of repayment (including repayment in foreign currencies
or by transfer to the United States Government of commodities) as
may be determined to be best suited to the achievement of the purposes
of this Act. "

Purpose : ' : S
Subsection (a) provides that, except as the bill otherwise specifies,
assistance authorized under the bill may be furnished on a grant basis,
or on such terms, including ¢ash, eredit, repayment in foreign cur-
rencies or transfer to the U.S. Government of commodtties, as may be
determined to best suit the purposes of the act. ,

Background
~Subsection (a) is based on FAA section 635 (2). This subsection
_providés a general statement of the térms upon which assistance under
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. the bill may be furnished, but makes clear that this general duthority

to. furnish assistance on a grant or loan basis or on any other terms
deemed suitable to achieve purposes of the bill is subject to explicit
provisions in the bill, such as those relating to development lending,
which limit the terms on which assistance may be provided.

- Secriox 765(b)
Tewt :
~ {b) The Administrator may make loans, advances, and grants to,
make and perform agreements and contracts with, or enter into other
transactions with, any individual, corporation, or other body of per-
sons, government or government agency, whether within or without
the TTnited States and international organizations in furtherance of
the purposes and within the limitations of this Act. '
Purpose

Subsection (b) authorizes the Administrator to make loans, ad-
vances, and grants to, and make and perform agreements and contracts
or enter into other transactions with. any person or body of persons, or
any government, agency, or international organization, within or
without the United States for the purposes of and within the limita-
tions of the bill,

Background
Subsection (b) is derived from F A A scction 625(b).

SecTioN T65(¢)
Texrt _ _

(c} The Administrator is authorized to make loans payable as to
principal and interest in United States dollars on such terms and con-
ditions as he may determine, in order to promote the economic devel-
opment of developing countries with emphasis upon assisting long-
range plans and programs. In so doing, the Administrator shall take
into account— ,

(1) whether financing could be obtained in whole or in part
from other free world sources on reasonable terins, including pri-
vate sources within the {Tnited States; ‘

(2) the economic and technical soundness of the activity to be
financed, including the capacity of the recipient country to repay
the loan at a reasonable rate of interest;

(3) the consistency of the activity with, and its relationship to,
other development activities being undertaken or planned, and its
contribution to realizable long-range objectives;

(4) the possible effects upon the United States economy, with
special reference to areas of substantial labor surplus, of the loan
involved; and , : :

(3) whether or not the activity to be financed will contribute te
the achievement of self-sustaining growth with an equitable dis-
tribution of benefits.

Purpose ' :

Subsection (c) authorizes the Administrator to make dollar-repay-
able loans to promote the economic development of developing coun-
tries, with emphasis on assisting long-range plans and programs. In
making such loans the Administrator must take into account:
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(1) whether other free-world sources, including U.S. private
sourees, could provide all or part of the financing on reasonable
terms; S

(2) the economic and technical soundness of the activity, in-
cluding the capacity of the country to repay the loan at a reason-
able interest rate;

(3) whether the activity is consistent with, and how it relates to,
other development activities, and its contribution to realizable
long-range objectives; .

(4) the loan’s possible effects on the U.S. economy, with special

- reference to areas of substantial unemployment; and
(5) whether the activity will contribute to achieving self-
- sustaining growth with an equitable distribution of the benefits.
Background .

Subsection (¢) is derived from FAA Section 201 (b), the FAA’s in-
itial basic development lending authority. FAA section 201 (b) listed
nine considerations to be taken into account; subsection (c¢) reduces
this pumber to five. The remaining items are generally addressed in
other sections of the bill, e.g., sec. 201 and criferia in the functional
bilateral development assistance accounts of sections 202-205 of the

bill.
SecrroN 765 (d)
Text _

(d) Funds made available for chapter IT shall not be loaned or
reloaned at rates of interest excessive or unreasonable for the bor-
rower and in no event shall such funds be loaned at a rate of interest
of less than 3 per centum per annum commencing not later than ten
years following the date on which the funds are initially made avail-
able under the loan, during which ten-year period the rate of interest
shall not be lower than 2 per centum per annum, nor higher than the
applicable legal rate of interest of the country in which the loan is
made. - '

Purpose : :

Subsection (d) provides that funds under chapter IT of the bill
shall not be loaned or reloaned at excessive or unreasonable rates of
interest, or at a rate of interest of less than 3 percent commencing not
more than 10 years after when the funds are first made available under
the loan, in which 10-year period the rate of interest shall not be lower
than 2 percent, nor higher than the applicable legal rate of interest of
the country in which the loan is made.

Background '

This subsection is derived from FAA section 201( d). It sets mini-
mum interest rates for development loans made with funds authorized
under chapter IT of the bill.

SecTIoN 785(e)
Text
(e} In earrying out chapter IT, the Administrator shall not aliocate,
reserve, earmark, commit, or otherwise set aside, funds aggregati
in excess of $100,000 for use in any country under chapter TT unless—
- (1) an application for such funds has been received for use in
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such country together with sufficient information and assurances
to indicate reasonably that the funds will be used in an econom-
ically and technically sound manner; or
(2) the Administrator determines with respect to each such
allocation, reservation, earmarking, commitment, or set-aside that
it is in the national interest to use such funds pursuant to multi-
‘lateral plans. E :
Purpose _‘ _
~Subsection (¢) provides that in carrying out chapter II, the Ad-
ministrator shall not allocate, reserve, earmark, commit, or otherwise
set aside funds ageregating in excess of $160,000 for use in any country
unless— _ '

(1) an application for such funds has been received, together
with sufficient information and assurances to indicate reasonably
that the funds will be used in an economically and techmically
sound manner; or

(2) the Administrator determines with respect to each such
‘allocation, reservation, earmarking, commitment, or set-aside, that
it is in the national interest to use such funds pursuant to multi-
lateral plans.

Background

Subsection (e) is derived from FAA section 201(e). FAA section
201(e} was enacted to end the practice of advance earmarking, or
“contingent commitment,” which led the recipient government to be-
lieve that funds were coming for a particular project before they were
in fact obligated, resulting in pressure to approve projects as put for-
ward rather than evaluation of each project on its merits.

Subsection (e) applies to bilateral development assistance funds
lent or granted under chapter IT, whereas FAA section 201 (e) applied
to development loans only.

Secrion 765 (1)

Text

(f) The Administrator may accept and use in furtherance of the
purposes of this Act, money, funds, property, and services of any kind
made available by gift, devise, bequest, grant, or otherwise for such
purpose.
Purpose

Subsection (f) authorizes the Administrator to accept and use any
kind of property or services donated for use in furtherance of the pur-
poses of the bill.

Background
Subsection (f) is substantially identical to FAA section 635(d).

Sectrox 765(g)
Text
(g) Any agency of the United States Government is authorized to
pay the cost of health and accident insurance (1) for foreign par-
ticipants in any program of furnishing technical information and
assistance administered by such agency while such participants are
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absent from their homes for the purpose of patrticipation in such
program; and (2) for foreign employees of that agency while those
employees are absent from their places of emplo yment abroad for
purposes of training or other official duties.
Purpose :

Subsection (g) authorizes any U.S. agency to pay the cost of health
and accident insurance:

(1) for foreign participants in any program of furnishing tech-
nical information and assistance administered by such agency
while such participants are absent from their homes to participate
in the program, or

(2) for foreign employees of that agency while such employees
are absent from their places of employment for training in their
official duties.

Background

- Subsection (g) is substantially identical to FAA section 635 (e). it
permits health and accident insurance cove.age to be provided for the
indicated foreign participants and foreign employees while away from
their homes or places of empioyment. Such insuranee can avoid serious
financial hardship to the participant or employee as well as costs to the
U.S. Government in its role as sponsor or employer.

SecTioN 765 (h)

Text

(h) Alten partieipants in any program of furnishing technical in-
formation and assistance under this Act may be admitted to the
United States if otherwise qualified as nonimmigrants under section
101(a) (15) of the Tmmigration and Nationalify Act. as amended
(8 U.S.C. 1101(a) (15)), for such time and under such econditions
as may be preseribed by regulations promulgated by the Secretary
of State and the Attorney General.
Purpose

Subsection (h) provides that foreign participants in any program
of furnishing technical information and assistance under the bill may,
if otherwise qualified, be admitted as nonimmigrants under the Tmmi-
gration and Nationality Aet in accordance with regulations promul-
gated by the Secretary of State and the Attorney General.

Background
Subsection (h) is identical to FAA section 635/h).

SEcTION 765 (1)
Text .
(1) In making loans under this Act, the Administrator—
{1) may issue letters of credit and Ietters of commifment ;
(2) may collect or compromise any obligations assigned to, or
held by. and any legal or equitable rights aceraing to him, and,
as he may determine, refer any such obligations or rights to the
Attorney General for suit or collection ;
(8) may acquire and dispese of, upen such terms and conditions
as he may determine, any property, Including any instrument
evidencing indebtedness or ownership (provided that equity secu-
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rities may not be directly purchased although such securities may
be acquired by other means such as by exercise of conversion
rights or through enforcement of liens or pledges or otherwise
to satisfy a previously incurred indebtedness), and guarantee pay-
ment against any such instrument; ]
(4) may determine the character of, and necessity for, obliga-
tions and expenditures of funds used in making such loans and
‘the manner i which they shall be incurred, allowed, and paid,
subject to provisions of law specifically applicable to corporations
of the United States Government ; =nd
(5) shall cause to be maintained an integral set of accounts
which shall be audited by the General Accounting Office in accord-
ance with principles and procedures applicable to commercial
corporate transactions as provided by the Government Corpora-
tion Control Act, as amended {31 U.S.C. 841 et seq.).

Purpose :

Subsection (i), paragraphs (1) to (4), authorizes the Administra-
tor, in making loans under the bill, to exercise powers and authorities
of a type normally made available for business-type operations con-
ducted by corporate or other agencies of the U.S. Government. Para-
graph (5) applies to lending functions the auditing procedures ap-
plied to U.S. Government corporations by the Goveinment Corpora-
tion Control Act. '

Background
Subsection (i) is identical in substance with FAA section 635 ().
The enumeration of these powers and authorities of the Adminis-
trator when making loans is not intended to rule out similar powers
and authorities he has by virtue of other authority, when making
grants or entering into other agreements under the bill.

Secriox 765(3)

Lext | .
- (3) Claims arising as a result of investment guaranty operations
may be settled, and disputes arising as the result thereof may be
arbitrated with the consent of the parties, on such terms and condi-
tions as the Administrator may direct. Payment made pursuant to any
such settlement, or as a result of an arbitration award, shall be final
and conclusive notwithstanding any other provision of law.

Purpose .

. Subsection (j) provides that claims under investment guaranty
operations may be settled, and disputes arbitrated with the consent of
the parties, on such terms and conditions as the Administrator may
direct. Payment pursuant to such a settlement or arbitration award
sglalll be final and conclusive notwithstanding any other provisien of
the law.

Background
Subsection (j) is identical in substance with FAA section 635(i).

Secriox 765(k)
Text .
(k) The provisions of section 955 of title 18 of the United States
Code shall not apply to prevent any person, including any individual,
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partnership, corporation or association; from acting for, or participat-
ing in, any operation or transaction arising under this Act, or from ac-
quiring any obligation issued in connection with any operation or
transaction arising under this Act.

Purpose

Subsection (k) provides that section 955 of title 18, United States
Code, shx1l not prevent any person or firm from acting for, or partici-
- pating in, any operation or transaction under the bill, or from acquir-
ing any obligation issued in connection therewith.

Baci:ground __

Subsection (k) is identical with FAA section 635(3).

The subsection exempts operations under the bill from the Johnson
Act (18 U.S.C. 955) which prohibits American citizens from making
loans to countries in default of their obligations to the U.S. Govern-
ment. Without this exemption, private business would from time to
time be prohibited from participating in the program in some coun-
tries, despite the emphasis which the bill puts on private participation.

. Secrrox T65(1)
Tewt . _ ‘

(1) Any cost-type contract or agreement (including grants) entered
into with a university, college, other educational institution, or veolun-
tary organization for the purpose of carrying out programs authorized
under this Act may provide for the payment of the reimbursable indi-
rect costs of said university, college, other educational institution or
voluntary organization on the basis of predetermined fixed percentage
rates applied to the total or an element thereof, of the reimbursable
direct costs incurred.

Purpose .

Subsection (1) provides that any cost-type contract or agreement’
{(including grants) with an educational institution to carry out pro-
grams authorized by the bill may allow for the payment of the reim-
bursable indirect costs of such institutions on the basis of predeter-
mined fixed percentage rates applied to the total, or an element, of the
reimburseable direct costs incurred. ' -

Background - o

Subsection (1) is identical in substance with FAA section 635 (k).
By allowing payment of a university’s reimbursable indirect costs on
the basis of a predetermined percentage of the direct costs, the subsec-
tion permits simplified accounting and auditing procedures.

SECTION 766. ALLOCATION AND REIMBURSEMENT A M0NG AGENCIES

SzcTrox 766(a)
Texi
. SEec. 766 ArrecaTioNy axt ReErveorsemexT AlroNg AcExcmms—{a)
The Administrator may allocate or transfer to any agency of the
United States Government, as the President may direct or with the
consent of such agency any part of any funds anthorized under this
Act, including any advance fo the United States Government by any
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country or international organization for the procurement of com-
modities or serviees, Such Tunds shall be available for obligation and
expenditure for the purposes for which authorized in accordance
with suthority granted in this Act or under authority governing the
sctivities of the agencies of the United States Government 1o whieh
such funds are allocated or transferred.

Furpose

Subsestion (a) authorizes the Administrator to allocate or transfer
to any U.8. ageney, as the President may direct or with the consent
of such ageney, funds authorized under the biil, including any funids
advenced to the 1.S. Government by a eouniry or international or-
ganization to procure commodities or services. Such funds can be
obligated and expended, for the purpose for which they are author-
ized. in accordance with the authorities in this bill or uander the au-
';hori‘gses of the U.8. agencies to which the funds ave allocated or trans-

erred.

Background

Subsection (a) is derived from FAA seciion 632(a). This section
involves what are essentially bookkeeping transactions smong Gov-
ernment 8Encies.

Subsection (a) permits funds under the bill, or funds advanced by 2
country or internationz} organization, to be allocated to-another Gov-
ernment sgency. This allocation ean take place with the consent of
such agency, or by direction of the President. Funds so allocated can
be obligated and expended by such agency either in accordance with its
own regular authorities, or in sccordance with the authorities in this
bill, but the fonds must still be obligared and expended for the pur-
poses for which they were authorized.

"

h
&

Secrox T66{

»cT *

LA "3
£ e

{b) Any officer of the United States Government carrying ount func-
tions under this Act may utilize the services and facilities of, or procure
eommodities, from any agency of the United States Government as
the President shell direct, or with the eonsent of the head of such
ageney, and funds allocated pursuant to this subsection fo any such
ageney may be established In separate sppropriate accounts on the
books of the Treasury. :

Purposge

Subsection {b) authorizes any officer of the United States carrying
out funetions ender the bill to ntilize services and facilities of, or
procurs commedities from, any agency of the U.S, Government. with
the consent of the head of sueh agency or as the President shall direct.
The subsection also provides that {unds allocated pursuant to it may be
estgblished in separate Treasury appropriation accounts.
Background '

Subsection (a) is derived from FA A sections 632 (a) and {b}. Under
subseciion (b).a U.8. Government officer carrying out functions under
the bill can obfain services, facilities, or commodities from another
T.8. Government agency.
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SEctioN 766(c)

Text

(e} In the case of any commodity, service, or facility procured from
any agency of the United States (overnment to cary out this Act,
reimbursement or repayment shall be made to such agency from funds
available to carry out such part. Such reimbursement or payment shall
be at replacement cost, or, if required by law, at actual cost, or at any
other price authorized by law and agreed to by the owning or disposing
agency. The amount of any such reimbursement or payment shall be
credited to enrrent applicable appropriations, funds, or accounts, from
which there may be procured replacements of similar commodities,
services, or facilities, exeept that where such appropriations, funds, or
accounts are not reimbursable except by reason of this subsection, and
when the owning or disposing agency determines that such replace-
ment is not necessary, any funds received in payment therefor shall be
deposited into the Treasury as miscellaneous receipts.

Purpose

Subsection (c) sets forth the manner in which reimbursement or
payment, when required, is made to another agency furnishing facili=
ties, services, or commodities to carry out the bill. The subsection
provides that for any commedity, service, or facility procured from
any U.S. agency to carry out the bill, reimbursement or payment will
be made to such agency from funds under the bill. This reimburse-
ment or payment will be at replacement, or, if required by law, at
actual cost, or at any other legal price agreed to by the owning or
disposing sgency. Such reimbursement or pavment will be credited
to current applicable accounts from which fhere may be procured
replacements, except that where such accounts are not reimbursable
except by reason of this subsection, and when the owning or disposing
agency determines that such replacement is not necessary, any funds
received in payment therefor will be deposited into the Treasury as

a

miscellaneous receipts.

Background
Subsection (c) is identical in substance to FAA section 32(c).

SecTION T66(d)
Text
(d) In furnishing sssistance under this Act. accounts may be estab-
lished on the books ot any agency of the United States Government
or, on terms and conditions approved by the Secretary o the Treas-
ury, in banking institutions in the Unifed States—

(1) against whici letters of commitment may be issued which
shall conmstitute recordable obligations of the Uinited States
Government, and :noneys due or to become due under such letters
of commitment shall be assignable under the Assignment of
Claims Act of 1940, as amended (second and third paragraphs
of 31 U.S.C. 203 and 41 U.S.C. 15); and

(2} from which disbursements may be made to, or withdrawals
may be made by, recipient countries or agencies, orgarizations
or persons upon presentation of contracts, invoices, or other
appropriate documentation.
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Expendlture of funds which have been made available through ac-
counts se eqtabhshed shall be sccounted for on standard documenta-
tion required for expenditure of funds of the United States Govern-
ment : Provided, That such expenditures for commodities, services, or
facilities procured outside the United States may be accounted for
exclusively on such certification as may be pwscrlbed in reguiations
approved by the Comptroller General of the United States.

Purpose

Subsection (d) authorizes, in furnishing assistance under the bill,
aecounts to be established on the books of any U.3. agency, or, ol
‘Treasury -approv ed terms and conditions, in U.S. banlxs, (1} agamst
which letters of commitment may be issued, which will constitute r
cordable U.S. Government obligations, and moneys becorming due
under which shall be assignable; ~and (2) from which disbursements
for or withdrawals by Peciplents organizations, or persons may be
made on presentation of appropriate documentation.

Expenditures of funds through such accounts shall be accounted for
on standard U.S. Government documentation, except that for pro-
curement cutside the United States. commodities, services, or facilities
may be accounted for exclusively on such certification as may be pro-
vided in regulations approved by the Comptroller General.

Background

Subsection (d) is substantially identical to FAA section 632(e). 1t
authorizes basic procedures widely used in financing commodities and
services through commercial channels.

Secrieny 766(e)

Text

() Credits made by the Export-Import Bank of the United States
with funds allocated thereto under subsection (a) or under section
522(a) of the Mutual Security Act of 1954, as amended, shall not be
considered in determining whether the Bank has outs tanding at any
one time loans and guarantzes to the extent of the limitation nnposed
by section 7 of the Export-Import Bank Act of 1945, as amended (12
T.8.C. 635e).

Purpose
Subsection (e) provides that funds under the bill or predecessor
legislation, allocated to the Export Import Bank and lent by it shall

not be considered in determining the ceiling on Exim’s own Toan and
guaranty operations.

Background
This subsection is substantially identical to FAA section 632(f).
It should be noted that ¥xim has not for some years handled any

loan operations for the foreign aid agency. Formerly, it handled
“Cooley” loans under Public Law 450.

SecTiON 766 (f)
Text
(1) An; Ly appropriation or account authorized under this Act may
initially be charged in any fiscal year, within the limit of available
funds, to finance expenses for which funds are available in other ap-
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propriations or accounts authorized under this Act: Provided, That
as of the end of such fiscal yea: such expenses shall be finally charged
to applicable appropriations or aceounts with proper credit to the
appropriations or accounts initially utilized for financing purposes:
Provided further, That such final charge to applicable appropriztions
or accounts shall not be required in the case of expenses (other than
those provided for under section 704} incurred in furnishing assistance
by the Administration where it is determined that the accounting costs
of identifying the applicavle aphwapriation or account to which such
expenses should be charged would be disproportionate to the advan-
tage to be galned.

Purpose

Subseection (f) allows an initial charging of expense against any
appropriation authorized by the bill (within the limits of available
funds), so long as the expense is finally charged to the applicable ap-
propriation, with a credit to the appropriation initially charged, by
the termination of the samne fiscal year; however, such year-end alloca-
tion is not required in the case of expenses (other than operating
expenses) ineurred in furnishing assistance where it is determined
that such allocation would result in an accounting expense dispro-
portionate to the advantage of the allocation,

Background

This bookkeeping provision is identical in substance fo FAA sec-
tion 632(g).
SecTioN T67(2)

Text

Suc. 767. Prouisrtions.—(2) Huvaymax Riears.—(1) No assistance
authorized under this Act may be provided to the government of any
country which engages in a consistent pattern of gross violations of
internationally recognized human rights, including torture or cruel,
inhuman, or degrading treatment or punishment, prolenged detention
without charges, or other flagrant denial of the right to life, liberty,
and the security of person, unless such assistance will directly benefit
the needy people in such country.

(2) In determining whether this standard is being met with regard
to funds allocated under this Act, the Commiitee on Foreign Rela-
tions of the Senate or the Committee on International Relations of
the House of Representatives may require the Administrator to sub-
mit in writing information demonstrating that such assistance will
directly benefi; the needy people in such country together with a
detailed explanation of the assistance to be provided (including the
dollar amounts of such assistance) and an explanation of how such
assistance will directly benefit the needy people in such country. If
either committee or either House of Congress disagrees with the
Administrator’s justification, it may initiate action to terminate assist-
ance go any country by a concurrent resolution under section 763 of
this Act.

(3) In determining whether or not a government falls within the
provisions of subsection (a) and in formulating development assisi-
ance programs under this Aect, the Administrator shall consider, in
consultation with the Assistant Secretary for Human Rights and
Humanitarian Affairs of the Department of State—
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(A) the extent of cooperation of such government in permit-

ting an unimpeded investigation of alleged violations of mter-

. nationally human rights by appropriate international organiza-

. tionms, including the International Committee of the Red Cross,

~ or groups or persons acting under the authority of the United
Nations or of the Organization of American States; and

(B) specific actions which have been taken by the President

or the Congress relating to multilateral or security assistance to

4 less developed country because of the human rights practices

or policies of such country.

Purpose

This subsection requires that no assistance authorized under the
bill can be furnished to the Government of any country engaging in
a consistent pattern of gross viclations of internationally recognized
human rights, unless such assistance will directly benefit needy people
in such country. The Committee on Foreign Relations of the Senate, or
the Committee on International Relations of the House, may require
the Administrator to demonstrate in writing the fact that assistance
will directly benefit the needy people of a partieular country. The
subsection further provides that if either committee or either house
disagrees with the Administrator’s determination, Congress may
terminate assistance to the relevant country pursuant to the provi-
sions of section 763 of the bill.

In determining whether a government engages in a consistent pat-
tern of gross violations of human rights, and in formulating pro-
orams, the Administrator must consider the cooperation of such
government in permitting international investigations of alleged
human. rights violations and any specific actions which might have
been taken by the President or Congress relating to multilateral or
security assistance with respect to human rights practices or policies
of such country.

Background

_ This subsection reenacts FAA section 116{a—c) without substantive
change. FAA subsection 116(d) (reporting requirement) is included
in section 781 (a) (5) of the bill.

Secriox 767(b)
Text

(b) Discrimavation Acarnst Unrrep Stares PrrsoNNEn.—(1)
The Administrator shall aot take into acconnt, in assigning officers and
employees of the United States to carry ou* any economic develop-
ment assistance programs for which funds are authorized under this
Act in any foreign country, the race, religion, nationa. origin, or sex
of any such officer or employee. Such assignments shall be made solely
on the basis of ability and relevant experience.

(2) None of the funds which are authorized under this Act may be
used to provide economic development assistance to any country which
objects to the presence of any officer or employee of the United States
who is present in such country for the purpose of carrying out any
program of economic development assistance authorized by the provi-
sions of this Act on the basis of the race, religion, national origin, or
sex of such officer or employee.
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Purpose

This sabsection requires that the Administrator shall not take into
account the race, religion, national origin, or sex of any officer or
employee of the United States in assigning such officers to carry out
economic development assistance programs funded under the bill
in any foreign country. No funds authorized under the bill may be
used to provide economic development assistance to any country which
objects to the presence of any officer or employee of the United States
- assigned to such country to carry out economic development assistance
programs, on any of the grounds indicated aborve.

Background

This subsection is substantively the same as FAA section 666. The
subsection requiring the Secretary of State to promulgate such rules
and regulations as he deemed necessary had been omitted, as such rules
are now established.

SecrroNn T67(c)

Text

(e} Dmmrs.—(1) No assistance authorized under this Act may be
Turnished to any country which is in default, during a period in excess
of six calendar months, in payment to the United States of principal
or interest on any loan made to such country under this Act or the For-
eign Assistance Act of 1964, as amended, unless such country meets its
obligations under the loan or unless the Administrator determines that
assistance to such country is in the national interest and notifies the
Speaker of the House of Representatives and the Committee on For-
eign Relations of the Senate of such determination. _

(2) No recipient of a loan made under the anthority of this Aet or
the Foreign Assistance Act of 1961, as amended, any part of which is
outstanding on or after the date of enactment of this subsection, shall
be relieved of liability for the repayment of any part of the principal
of or interest on such loan.

Purpose

The first paragraph of this subsection prohibits the fornishing of
assistance authorized under the bill to any country which is in default,
during a period in excess of 6 calendar months, in payment to the
United States of principal or interest on any loan made to such coun-
try under the authority of the bill or the FAA of 1961, as amended.
Such assistance may be restored or continued only if the country meets
its obligations or if the President determines that continuance of as
sistance i1s in the national interest.

The second paragraph prevents the conversion to grants of loans
made under the authority of the bill or the FAA of 1961, as amended.
The paragraph does not preclude the Administrator from renego-
tiating outstanding loans.

Background
The first paragraph is taken without substantive change fri:m FA A

section 620(q). The second paragraph is taken without sunstantive
change from FAA section 620(r).
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- SecrioNn T767(d)
Text

{d) IxterxATrONAL TERRORISM.—(1) Except where the President
finds national securify to require otherwise, the Administrator shall
terminate all assistance authorized under this Act to any government
which aids or abets, by granting sanctuary from prosecution to, any
individual or group which has committed an act of international ter-
rorism and the Administrator may not thereafter furnish assistance
to such government until the end of the one-year that 1f during its
period of ineligibility for assistance under this section such govern-
ment aids or abets, by granting sanctuary from prosecution to, any
other individual or group which has committed an act of international
terrorism, such government’s period of ineligibility shall be extended
for an additional year for each such individual or group.

(2) If the President finds that national security justifies a continua-
tion of assistance to any government described in paragraph (1), he
shall report such finding to the Speaker of the House of Representa-
tives and the Committee on Foreign Relations of the Senate.

Purpose

Subsection 767(d) requires the Administrator to terminate assist-
ance suthorized under the bill to any government which, by granting
sanctuary from prosecution, aids or abets an individual or group which
has committed an act of international terrorism. A termination of
assistance which becomes effective under this subsection remains in
force for 1 year, but is extended by an additional year in the event
the ineligible government again grants sanctuary to another terrorist
individual or group. The President may waive this provision in the
interest of national security. : C e
Background _

This subsection is taken without substantive change from FAA

section 620A.
SecrIoN 767(c)
Text
{e) Comyonist CouNtrRiES.—No assistance authorized under this
Act may be furnished to any Communist country. Thé restriction of
the preceding sentence may not be waived pursuant to any authority
contained in this Act unless the Presicdent finds and promptly reports
to Congress that—
é 1) such assistance is vital to the security of the United States;
an .
(2) such assistance will promote the independence of the recipi-
ent country from other Communist states.
Purpose
This subsection prohibits assistance authorized under the bill to
Communist countries. Thig restriction may not be waived under any
general waliver authority by the President, unless the President finds
that such assistance is vital to the security of the United States and
will promote the independence eof the recipient country from other
Communist states.
23-347-—78——11
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- Background

This subsection reflects the prohibitions in FAA subsections 620(b)
and 620(f). The prohibition in the bill is modified to reflect current
conditions. FAA. section 620(b)} denies assistance to countries domi-

*_ nated or controlled “by the international Communist movement;” and

“seetion 620(f) refers to countries controlled by the “international
Communist conspiracy,” and lists specific countries as being
Communist.

Section 767(e) would prohibit assistance to Communist countries,
which would be defined by the President or the Secretary of State,
- but allows a waiver in accordance with section 761(a) of the hill,
based on national security interests, if such assistance would promote
the independence of the aid recipient from other Communist states.
This waiver provision more accurately reflects existing conditions in
which several Communist countries are seeking to exert influence over
‘other Communist states. Such efforts are not necessarily part of an
~ “international conspiracy,” but indeed may be counter to one another.
~ The President must weigh such influences and the likely impact of
TU.8. assistance in determining whether a national security waiver is
justified. Under current circumstances, this subsection would preclude
assistance to Cuba and Vietnam, unless the President made the find-
ings required by this subsection and exercised the special authority
provided in section 761(a).

SecTION T67 ()
Lext :

{f) ConsrrucTION Livrrs.—Without the express approval of Con-
gress, no assistance authorized under this Act shall be furnished to
any country for construction of any productive enterprise with re-
spect to which the aggregate value of assistance to be furnished by
the United States will exceed $100,000,000. No provision of this or
any other Act shall be construed to authorize the President to waive
the provisions of this subsection.

Purpose

This subsection provides that without the express approval of Con-
gress, no assistance authorized by the bill shall be furnished for the
construction of any productive enterprise where the aggregate value
of assistance furnished by the United States will exceed $100 million.
The provision cannot be waived by the President under any other
authority.

Background _
This subsection is taken from FA A section 620 (k).

Trrie V—ReporTing BEQUIREMENT

SecTiON 781
Text
SecC. T81. ANNUAL REPorT.— () In order that the Congress and the
American people may be better and more currently informed regard-
ing United States development policy, including the amounts and
effectiveness of assistance provided by the United States Govern-
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.~ ment to developing countries and international organizations, the
~ Chairman of the Development Coordination Committee shall trans-
mit to the Congress not later than Febraury 1 of each year a report on
foreign. assistance for the fiscal year ending the previous September
30. Such report shall include—

(1) (A) a comprehensive and coordinated review of all United
States policies and programs having a major impact on the de-
velopment of developing countries, mcluding but not limited to
bilateral and multilateral assistance, trade, debt, employment,
food, energy, technology, population, oceans, environment, hu-

- man settlements, natural resources, and participation in inter-
national agencies concerned with development;

(B) an assessment of the impaet of such policies and programs
on the well belng of the poor majority in developing countries
in accordance with the policy objectives of chapter I;

{C) an assessment of the impact of such policies and programs
on the economic conditions in the United States including but not
limited to employment, wages, and working conditions;

{2) the doilar value of all foreign assistance and guaranties by
category and by country provided or made by the United States
Government by any means to all foreign countries and inter-
national organizations—

(A) from 1946 to the fiscal year immediately preceding
the fiscal year for which the report is required;

(B) as presented to Congress for the immediately preced-
ing fiscal year;

(C) as obligated during the immediately preceding fiscal
year;
- (D) as planned for the fiscal year in which the report is
presented ; and

(E) as proposed for the fiscal year following the vear in
which the report is presented.

{3) the status of each loan and each contract of gnaranty or
insurance theretofore made under this Act and predecessor Acts,
or any other Act authorizing international security assistance
with Tespect to which there remains outstanding any unpaid obli-
gation or potential liability; the status of each sale of defense
articles or defense services on credit terms, and each contract of
guarantee in connection with any such sale, theretofore made
under the Arms Export Control Aect, with respect to which there
remains outstanding any unpaid obligation or potential Hability;

~ the status of each sale of agricultural commodities on credit terms
theretofore made under the Agricultural Trade Development
and Assistance Act of 1954, with respect to which there remains
outstanding any unpaid obligation; and the status of each trans-
action in which 2 loan, contract or guarantee of insurance, or ex-
tension of eredit {or participation therein) was theretofore made
under the Export-Import Bank Act of 1945, with respect to which
there remains outstanding any unpaid or potential Hability. Such
report shall include individually only any loan, contract, sale,
extension, or credit, or other transaction listed in this subsection
in excess of $1,000,000
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{4) (A) thestatus of the debt servicing capacity of each couniry
recelving assistance under this Act;
- (B) all forms of debts relief granted by the United States
- with respect to such countries, together with a detailed statement
of the specific debt relief granted with respect to each such country
-and the purpose for which it was granted ; and

(C} a summary of the net aid flow from the United States to
such countries, taking into consideration the debt relief granted
by the United States; .

~ {(8)(A) the status of internationally recognized human rights,
within the meaning of section 767(a) (1) in countries that receive
foreign assistance provided by the United States Government;
and

(B) any steps that have been taken to alter foreign assistance
provided by the United States Government because of human

rights considerations; and

(6) such other matters relating to foreign assistance provided

- by the United States Government under this Act as the Chair-
man of the Development Coordinating Committee considers
" “appropriate. '
~ (b) For the purpose of thissection—

(1) “foreign assistance” means any tangible or intangible item
provided by the United States Governiment to a foreign country
or international organization under this or any other Act, in-
cluding but not limited to, any training, service, or technical ad-
vice, any item of real, personal, or mixed property, any agricul-
tural commodity, United States dollars, and any currencies owned
by the United States Government of any foreign country; and

(2) “provided by the United States Government” includes, but
is not limited to, foreign assistance provided by means of gift,
loan, sale, credit, or guaranty. '

Purpose

Subsection 781(a) requires the Chairman of the Develepment Co-
ordination Committee to transmit to the Congress not later than
February 1 of each year a report on foreign assistance for the fiscal
year ending the previous September 30. This report is to be provided
in order that the Congress and the American people may be better
and more currently informed regarding U.S. development policy.
Subsection 781(a) requires the report to include specific informa-
tion listed in subsections 781(a) (1) {A) through (6). This informa-
tion concerns: 5

(1) Review and assessment of policies affecting developing
countries;

(2) The dollar value of all foreign assistance and guarantee;

(3) Status of loans; '

{4) Debt situation and debt relief;

(5) Status of human rights; and

(6) Other information considered relevant,

‘Subsection 781 (b) (2) provides a definition of “assistance provided
by the United States Government,” for the purposes of section 781,
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- Background

The FAA requires 4 major annual reports among a total of ap-
proximately 60 individual reporting requirements. The four major
- annual reports are: FAA section 657 the annual report on foreign
assistance; FAA section 634(d), a comparison of programs prmen‘i:ed
to Congress with the actual programs implemented; FAA section 653,
allocation of foreign assistance ‘funds after the annual appropma‘m}ns
bill has been ena,cted ‘and the annual congressional presontaiv;op docu-
ments (CPD). In addition, FAA section 6408 requires an extensive
report of foreign aid activities by the chairman of the Development
Ceoordination Committee.

Thess reports contain a snbstantial amount of duplicative imforma-
tion. Their statutory due dates do not coincide with the eurrent legis-
lative cycle which reflects the Budget Act. For example, the section
657 report, which is intended to be the most combrehensn'e foreign
aid document, is due on March 81, too late for use during hearings.

In addition to annual reports, numerous one-time rnports have been
fzdded to the FAA since 1961, and many of these requirements remain
in the statute.

The President or the Administrator of AID is also required to
report to the Congress when certain actions have been taken. For
example, FAA section 620(q) requires the President to report to the
Speaker of the House and the Senate Committee on Foreign Rela-
tions if he has waived the prohibition of assistance to a country in
gefauﬁ in excess of 6 months in payment of a loan from the United

tates

The annual report required by section 781 of the bill:

(1) Establishes a single, comprehensive report which provides the
Congress with the information required for legislative decisions and
oversight of the various foreign assistance programs;

(2) Eliminates duphcatwe OF UNnecessary reno*'ts which svere re-
quired by the FAA ; and

(3) Eliminates obsolete or completed reports included in the FAA.

Subsection 781(a) requires the Chairman of the Development Co-
ordination Committee, who will be Administrator, to transmit to the
Congress the report for the fiscal year ending the previous Septem-
ber 30 by not later than February 1 of each year. Some of the informa-
tion required for submission of this report must be provided by agen-
cies other than the Administration. These agencies are expected to
provide the Chairman of the Development Coordination Committee
with the necessary information in a timely fashion so that the report
can be transmitted to Congress not later than February 1.

The Februarv 1 dead}me is established in order to insure that the
annual report is received in time for full evaluation and use during
the lemslatlve Drocess.

Subsection 781(a) (1) requires a comprehensive and coordinated
review of all U.S. policies and programs having a major impact on
the development of developing countries. an assessment of the impact
of such policies and programs on the well-being of the poor majority
in developing countries, ‘and an assessment of the 1 impact of such poli-
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c:zs and programs on the economic conditions in “he United States.
This provision was derived from FAA section 640B(d).

- Subsection 781(a)(2) requires information concerning the dollar
value of all foreign assistance and guarantees by category and by
country, provided or made by the U.S. Government by any means
to all foreign countries and international organizations. This subsec-
tion is intended to provide a single, consolidated, comprehensive docu-
ment containing information concerning the flow of resources from
the United States to all recipients from 1946 to the executive branch
proposal for the fiscal year after the fiscal year in which the report is
received.

The report required by subsection 781(a)(2) will replace reports
now required by FAA sections 657, 653(2), and 634(d). The report
will utilize essentially the same format as the existing publication
“U.S. Overseas Loans and Grants and Assistance From International
Organizations.” However, in addition to the information currently in
the “Loans and Grants” publication, the report under subsection
781(a) (2) would include:

- (1) Data which would enable Congress to compare the actual
obligations during the previous fiscal year with the program as
presented to the Congress for that fiscal year, This information
1s eurrently required by F A A seetion 634(d).

(2) Data which would indicate how the foreign assistance re-
sources will be used for the fiscal vear in which the report is
received. This information is now required by FAA section
653(a).

(3) Data concerning the proposed programs for the fiscal year
following the fiscal year in which the report is presented. This is
the data which is included in the congressional presentation
material and similar to data in the “flow of resources” table now
prepared for the Senate Committee on Appropriations. Congres-
sional presentation material would continue to include data con-
cerning proposed programs.

Subsection 781 (a) {3) would continue, in a somewhat modified form
the current status of loans report required by FAA section 634(f).
The modification is that the report would become annual rather than
semiannual.

Subsection 781(a) (4) provides for a comprehensive annual report
showing debt servicing problems of less developed countries and debt
relief granted by the United States. This report is now required by
subsection 634(g).

Subsection 7T81(a)} (5) includes the human rights reports now re-
quired by FA A section 116(d). As currently written, the report would
include all countries which receive U.S. assistance, It is not limited to
those eountries receiving assistance under provisions of the bill.

" Subsection 781(a) (6) provides the authority to include any other
information in the reports which the chairman of the development
coordination considers appropriate. .

Subsection 781(b) includes the definitions, for example of foreign
ass’stance, now incorporated in FAA section 657(d).
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Szcrion 782

Text

Skc. 782. Norrricatioy oF Procray Cuaxces—None of the funds
appropriated te carry out the purposes of this Act {(except for pro-
grams under title I1 or title I1L of chapter 11, titles IT and XII of
chapter V and title I of chapter VI) may be obligated for any activi-
ties, programs, projects, types of material assistance, countries, or
other operations not justified, or in excess of the amount justified, to
the Congress for obligations under this Act = - any fiscal year uniess
the Committee on Foreign Relations of the = te, the Commitiee on
International Relations of the House of iivpresentatives, and the
Committee on Appropriations of each House of the Congress are
notified fifteen days in advance of such obligations.

FPurpose

Section 782 provides that, with specified exceptions, none of the
funds appropriated to carry out the purposes of the bill may be
obligated for any activities, programs, projects, types of material
assistance, countries, or other operations not justified, to Congress for
obligations under the bill for any fiscal year unless the Committees on
Foreign Relations and International Relations and the Committees on
Appropriations are notified fifteen days in advance.

The exceptions specified are: Programs under title I or fitle 111
of chapter IIJ—(OPIC and Housing Investment Guarantees), titles
11 and TI1 (International Disaster Assistance), and title I of chapter
VI—Private Initiatives in Development.

Background

Sec. 782 incorporates the notification of program changes require-
ments which are now acluded in FA A section 671.

SecTion 783

Text

Szc. 783. Cr.assiricaTioN oF Reports.—All information contained in
any report transmitted under this Act shall be public information.
IHowever, in the case of anv item of information to be included in any
such report that the President, on an extraordinary basis, determines
is clearly detrimental to the security of the United States, he shall ex-
plain in a supplemental report why publication of each specific item
would be detrimental to the security of the United States. A supple-
mental report shall be transmitted to the Congress at the time that the
report is transmitted.

Purpose

Section 783 provides that all information contained in any report
transmtited under the bill shall be public information unless the Presi-
dent, on an extraordinary basis, determines such information to be
clearly detrimental to the security of the United Stz7es, In that case,
the President is required to explain in a supplements  ceport why pub-
lication of each specific item would be detrimental to the security of the
United States. A supplemental report shall be transmitted to Congress
at the time that the report is transmitted.



Background
Section 783 incorporates the provisions of FAA section 657(b) con-
cerning classification of reports under thistitle.

Tiree VI—MISCRLLANEOTS DPROVISIONS

Sectrox 791
Tewt
Sec. 791, Errective Date—This Act shall take effect on October 1,
1978
Purpose
Section 791 provides that the bili will take effect October 1, 1878,

Background

If the bill is enacted pr j{}? to October 1, 1978, this provision will &
low some additional time for preparation of the changeover.

11 the bill 1s not enac ved until after October 1, with this language
remaining in the bill, the result would be as th eagh the bill took effect
on the date of its enactmeni. The savings provisions. in particular. sec-
tion 793 (a) of tne bill, would validats actions faken between October 1
and enactment.

SecTIoN 792{a)
Tewt

SEC. 792. STATUTES REPEALED.-—-—(& ) The Foreign Assistance Act of
1361, as amended, except for the ﬁrqt section and sections 214, 612(a),
613,620(e) (2),and 648,is1e peaxﬂa.

Purpose

Section 792(a) repeais the FAA, except for FAA sections 214, 621
{(2},613,620(e) (2),and 648,
bac%gfouﬁd

The provisicns of the FAA not repealed are:

Section 214: American Scka(ﬂs and Hospitals Abroad —This su-
thority will be exercised un the Internationa] Communication
Agency ; see section 798 (b) of the bill.

Section 6€12{a) : Use of foreign currencies—This subsection estab-
lishes a generai basis for disposition and use of U.S. ~owned foreign
currencies not otherwise prm*ld,ed for. It applies only to currencies
received ds a result of furnishing economic : assistance hBC!.E‘" the Mu-
tual Security Act of 1954, as amended (MSA).orthe FAA. TE apppes
only to the extent not other'mse provzdeﬂ by law. It does not involve
the bulk of foreign currencies owned by the U.8. Government which
are generated under Public Law 480. Tﬁe currencies with which it is
primarily concerned are received ma:aly from repayments of foreign
currency repayable loans under the MSA.

The currencles are subject to appropriation action. A more general
authorization for appropriation of excess currencies is in the bill’s see-
tion 746(a).

Zection 613 : Accounting, Valuation, Peporz‘mg and Administration
af Foreign Ourrencies—This section’s principal purpose is to give
the Secretary of the Treasury certain authorities and responsibiltties
with respect to all foreign -urrencies owed to or owned by the United
States.
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Section 620(e) (2).—This subsection p“ovides that no U.S. court
shall refuse, on the ground of the “act of staie™ doctrine, to examine
the validity of an act of 2 foreign state alleged to be contrary to inter-
naticnal law,

Seection 648 —This secmm is an authorization for hu &Dp: cpm“@n
of foreign currencies for the care of cemeteries in Italy for Polish
soldiers who died in combat there in World War IL

Ssorion 792(b}
Teat
(b} References in law to the Act, or provisions of such Act, repealed
by Subnec*mr {a} shall hercafter be deemed {0 be references to this
Aet for appy Gprizms provisions of this Aet.

Furpose
Subsection (b} provides that references in any law to the FAA, or

to repealed provisions of the ¥ A,‘i shail be deemned refe % ces to the
bill or to appropriate provisions of the bill,

2 rzc}}grcmﬂd
his subsection performs the sarps functions as FAA seetion 842(D).
It p vides that a referencs elsewhers in Jaw tothe FAA will be &ﬂ&:ﬁ&ﬁ?

to refer to the new aect which replaces it

Text

{c} The mgsaa}t of the Act referred to in subsection {8) of this sec-
tion shall not be deemed to affect amendments contain ned in sucn Act
o Aeisnot named in that subsection.

Purpasze

Subsection (¢} provides that the repesl of the FA X chall not be
deemed to afect amendments made by the Foreign Assistence Act of
1961, as amended, to acts other than the FA AL
Background

This subsection pericrms the same funetion as FAA section 642{c}
It provides that amendments to other Jegislation, made earher by the

FAA, will not beaffected by repeal of the FAAL

Secrron T95{s)

Tewt

Src. 793, Savive Prov TISIONB.~{ a‘k Exeept as may be expressly
z}rev;aed to the confrary in this Act, =1l deterniinations, o nthorizations,
Tegt ‘ia‘i‘Oﬂ: oriers, wmraets* aﬂ'“ieemenﬁ& and ofher sctions issued,
undertaken, or cntered into wcxer suthority of any provision of law
repesled ?ﬂ: section 792 ga} or by the Foreign Assistance Act of 1969
shall continue in full force and wﬁ@% wntil modified by appropriate
authority.
Purpoze

Subsection {a} is dess

o
(]z;’
é
anm

to permit, except as may be expressiy

provided tu the contra rary iz} the bill, continuily of operstions and
programs, despite the repeal of various provisions of law by section
792(s) of the bill 0*‘%3*" the FA A of 1969, by preserving, uptil modified
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by appfepriate. authority, organizational, administrative, fiscal, pro-
gram, 2nd other actions undertaken under authority of any such
repealed provisions of law.

Background
This subsection performs the same function as FAA section 643 (a).
The FAA of 1969 established OPIC as a Government corporation.

Secrron 793(b)

Temt

(b) Wherever provisions of this Aect establish conditions which
must be complied with before use may be made of authority contained
in, or funds authorized by, this Act, compliance with, or satisfaction
of, substantially similar conditions under the Act referred to in sec-
tion 792(a) and the Foreign Assistance Aect of 1969 or Acts repealed
by those Acts shall be deemed to constitute compiiance with the
conditions established by this Act.
Purpose

Subsection (b) provides that, where the bill establishes conditions
which must be complied with before assistance may be furnished,
complisnce with, or other satisfaction of, substantially similar con-
ditions under the FAA shall be deemed to constitute compliance with
the conditions set forth in the bill.
Background

This subsection performs the same function as FAA section 643(h).
To illustrate the function, if a country has submitted an application
for a loan for a project under the FAA (in accordance with FAA
section 261{e) ), it will not be required to resubmit an application for
a loan for the same project under the bill (in accordance with section
765 (e} of the bill} merely becanse of the repeal of the FAA,
Tewt

{¢} Funds made availabie pursuant o provisions of law repealed
by section 792(a) or by the Foreign Assistance Act of 1969 shall, un-
less otherwise authorized or provided by law, remain available for
their origingl purposes in accordance with the provisions of law
originally applicable thereto, or in accordance with the provisicns of
law currently applicable to those purposes.
Puyrpose

Subsection (¢} provides that funds made availsble pursuant to the
FAA shall, uniess otherwise authorized or provided by law, remain
available for their original purposes in accordance with the provisions
of law eriginally applicable to such funds or in aceordance with Dro-
visions of law currently applicable to these purposes,

Background
This subsection performs the same function as FA A section §43 (c}.
SecTION T94
Text

Sec. 794. DeFrxTioNs.—For purposes of this section the term—
Cooperation Administration;
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(2) “Administrator” means the head of the Administration;

(3) “commodity” includes any material, article, supply, goods,
or equipment used for the purposes of furnishing nonmilitary
assistance ;

(4) “Developing Country” includes a developing area;

{5) “function” includes any duty, obligation, power, authority,
responsibility, right, privilege, discretion, or activity;

(6) “services” includes any service, repair, training of person-
nel, or technical or other assistance or information used for the
purposes of furnishing nonmilitary assistance;

(7) “surplus agricultural commodity” means any agricultural
commodity or product thereof, class, kind, type, or other specifica-
tion thereof, produced in the United States either publicly or
privately owned, which is in excess of domestic requirements, ade-
quate carryover, and anticipated exports for United States dol-
lars, as determined by the Secretary of Agriculture;

(8) “agriculture” includes agriculture and fisheries; and

{9) “farmers” includes fishermen and other persons employed
in cultivatir.g and harvesting food resources from salt and fresh

waters;

Purpose :
The purpose of this section is to define terms used throughout the
bill. Certain definitions are given in individual titles defining terms
only for purposes of that title. Definitions which should be noted
include:
{(4) “developing country,” which includes developing areas.
The FAA generally authorizes assistance for “developing coun-
tries or areas,” which includes portions of the world which are
not full foreign entities. The bill avoids the need for repetition by
use of the above defined terms.
(8) and (9), “agriculture” and “farmers” are derived from
the definitions in FAA’s title XIT of part I (fitle I of chapter 11
of the bill).
SECTION 795
Text
Sec. 795. UnexpEnDep BaraNces—Unexpended balances of funds
made available pursuant to this Act and the Foreign Assistance Act
of 1961, as amended, are authorized to be continued available for the
general purposes for which appropriated, and may at any time be
consolidated, and, in addition, may be consolidated with appropria-
tifonﬁ mgde available for the same general purposes under the authority
of this Act.

Purpose

This section authorizes the continued availability for the same gen-
eral purposes of unexpended balances of funds made available under
the authority of the FA A, and it also permits consolidation at any time
of such balances, as well as their consolidation with appropriations
made available under the bill for the same general purposes.

Bockground
This section performs the same function as FAA section 645.
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SecrioN 796
Text :

- Brc. 796. Consrrucrion.—If any provision of this Act, or the ap-
plication of any provision to any circumstances or persons shall be
held invalid, the validity of the remainder of his Act, and of the
applicability of such provision to other circumstances or persons
shall not be affected thereby.

Purpose
This section is a standard separability provision.

Bockground
The section is :dentical to F A A section 646.

Secriox 797
Text ,

SEc. 797. Excrusrons.—No provision of this Act may be construed
to prohibit assistance to any country pursuant to the Peace Corps
Act, as amended ; the Mutual Educational and Cultural Exchange Act
of 1931, as amended; or the Export-Import Bank Act of 1945, as
amended.

Purpose

Section 797 provides that no provision of the bill may be construed
to prohibit assistance to any country under the Peace Corps Act, the
Mutual Educational and Cultural Exchange Act of 1961, as amended,
or the Kxport-Import Bank Act of 1945, as amended.

Background

This section is identical to FAA section 638. Its purpose is to make
clear that programs under the specified acts will not be subject to
mandatory termination by reason of any ineligibility of a countiry
arising by virtue of a provision of the bill. _

SecTIOoN 798(a)
Text
Sec. 798. Amexpsmexts To OrHER Laws—(a) Section 4(a) of the
Bretton Woods Agreements Act, as amended, is amended by inserting
“the Administrator of the International Development Cooperation
Administration,” immediately after “the President of the Export-Im-
port Bank of Washington,”. |

Purpose :
Subsection (a) amends the Bretton Woods Agreements Act by

adding the Administrator to the National Advisory Council on Inter-
national Menetary and Financial Policies.
Background

Since the Administrator is given responsibility for formulating
T.8. positions and instructing U.S. representatives to the international
financial institutions, it is appropriate for the Administrator to be a
member of the NAC.

Secrron 798(b)

Tewt

(b) Section 214 of the Foreign Assistance Act of 1961, a8 amended,
is amended—
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{1) by inserting “The Director of the International Communi-
cation Agency (hereinafter referred to as the Director)” in lieu
of “The President” in subsection (2) and by inserting “Director”
in leu of “President” wherever else it appears therein; .

{2) in subsection (¢) by striking out “the fiscal year 1977, $25,-
000,000 and”, and by inserting “and for the fiscal year 1979,

,’ immediately after “1978, $25,000,000;” '

(3) in subsection (d) by striking out “1977 and 1978, $7.-

0090,000” a.nd’ by inserting in lieu thereof “1978 and 1979

(4) by striki;lg out subsection (e) ; and
(5) by redesignating subsection “(£)” as “(e)”.

Purpose . .

Subsection (b){1) amends FAA section 214, which is left unre-
pealed by the bill. Section 214 is the American Schools and Hospitals
Abroad (ASHA) program. This amendment would place ASHA. un-
der the authority of the Director of the International Communication
Agency and would authorize funds for fiscal year 1979, It also deletes
subsection (e}, and outdated reporting requirement.

Background

The International Communication Ageney, which has other inter-
national educational responsibilities, is a more appropriate organiza-
tional place for the ASHA program than the administration. How-
ever, for fiscal year 1979, funds will be authorized for ASHA under
this bill. Thereafter, funds for ASHA should be requested and con-
sidered with the authorization request for other JCA programs.

PROVISIONS OF THE FOREIGN ASSISTANCE ACT OF 1961
AS AMENDED (“FAA”) OMITTED FROM THE INTER-
NATIONAL DEVELOPMENT COOPERATION ACT OF 1978
(THE“BILL”) AND REASONS THEREFOR

This lists provisions of the FAA omitted from the bill, and gives
the reascns therefor. This listing covers omitted sections and subsec-
tions. This does not list sections the substance of which has been
transposed from the FAA to the bill, but within which omissions or
revistons may have occurred. '

. Secron 108
Text

Sec. 108. ArpricaTiON OoF EXISTING ProvisioN.—Assistance under
this chapter shall be furnished in accordance with the provisions of
titles I, II, or X of chapter £ of this part, and nothing in this chapter
shall be construed to make imapplicable the restrictions, criteria, au-
thorities, or other provisions of this or any other act in accordance
with which assistance furnished under this chapter would otherwise
have been- provided. ,

Purpose :

This section requires that assistance furnished under the functional
- accounts of the FAA (chapter 1 of part I) must be furnished in ac-
cordance also with the provisions of law applicable to the former
development grant and development loan categories of assistance (or
the authority for population assistance), as the case may be.
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Backgrownd .
© Section 108 was added in 1978, when the functional accounts, sections
303=107, were added to the FAA, |
U onclusion o _
 The new bill requires no such provision as FAA section 108 since the
uthorizations for assistance, and restrictions which affect them, are
presented in an integrated fashion. :

SectroN 111

Text

Sec. 111. DeveropMENT axp Use oF CoorEratives—In order to
strengthen the participation of the rural and urban poor in their
country’s development, high priority shall be given to increasing the
use of funds made available under this Act for technical and capital
assistance in the development and use of cooperatives in the less de-
veloped countries which will enable and encourage greater numbers
of the poor to help themselves toward a better life. Not less than
$10,000,000 of the funds made available under this Act for the fiscal
year 1978 may be used for technical assistance to carry out the purposes

-

of thissection. o |

Purpose S /

~ This provision requires that high priority be given to increagsing the
use of funds made available under the FAA for technical and capital
assistance in the development and use of cooperatives in developing
nations. It also earmarks $10 million of the fundg available under the
FAA in fiscal year 1978 solely for technical assistance to cooperatives.

Background : o
" Section 111 was originally enacted in 1973 to give increased em-
phasis to the use of cooperatives in development. The policy state-
ment was strengthened in 1973 and $20 million was earmarked for
support of cooperatives in fiscal year 1976 and fiscal year 1977. The
section was amended again by section 107(a) of the International
Development and Food Assistance Act of 1977 to encourage the
provision of capital as well as technical assistance to cooperatives and
to provide for the use of not less than $10 million in fiscal year 1978
only for technical assistance to carry out the purposes of the sections.

Section 601{a) of the bill contains a congressional finding that
the participation of the rural and urban poor in development can be
effectively assisted and accelerated through an increase in activities
planned and carried out by private voluntary organizations and co-
operatives. Section 601(b) restates to policy of FAA section 111
of giving high priority to programs of technical and capital assistance
for development of cooperatives in developing countries.
Conclusion

TAA section 111 is substantially included in the new section 601
and accordingly is no longer needed. : :
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Secrion 201
Text

 Skc. 201. GeneraL AvTtsority.—(a) The President shall establish
a fund to be known as the “Development Loan Fund” to be used by
'_t}}ll(‘a*Pr%sident toc make loans pursuant to the authority contained in
this title.

(b)Y The President is anthorized to make loans payable as to princi-
pal and interest in United States dollars on such terms and conditions
as he may determine, in order to promote the economic development
of less developed friendly countries and areas, with emphasis upon
assisting long-range plans and programs designed to develop: eco-
nomic resources and increase productive capacities. In so doing, the
President shall take into account (1) whether financing could be
obtained in whole or in part from other free-world sources on reason-
able terms, including private sources within the United States, (23
the economic and technical soundness of the activity te be financed,
including the capacity of the recipient country to repay the loan at a
reasonable rate of interest, (8) whether the activity gives reasonable
promise of contributing to the development of economic resourees or
to the increase of productive capacities in furtherance of the purposes
of this title, (4) the consistency of the activity with, and its relation-
ship to, other development activities being undertaken or planned,
and its contribution to realizable long-range objectives, (5) the extent
to which the recipient country is showing a responsiveness to the vital
economie, political, and social concerns of its people, and demonstra-
ting a clear determination to take effective self-help measures, (6)
the possible effects upon the United States economy, with special
reference to areas of substantial labor surplus, of the loan involved,
{7) the degree to which the recipient country is making progress
toward respect for the rule of law, freedom of expression and of the
press, and recognition of the importance of individual freedom, initia-
tive, and private enterprise, (8) the degree to which the recipient
country is taking steps to improve its climate for private investment,
and (9) whether or not the activity to be financed will contribute to
the achievement of self-sustaining growth. Loans shall be made under
this title only upon a finding of reasonable prospects of repayment.
Funds made available under this title, except funds made available
pursuant to section 205, shall not be used to make loans in more than
twenty countries in any fiscal years. .

(c) The authority of section 610 may not be used to decrease the
funds available under this title, nor may the authority of section
614(a) be used to waive the requirements of this title. _

. (d) Funds made available for this title shall not be loaned or re-
loaned at rates of interest excessive or unreasonable for the horrower
and in no event shall such funds (except funds loaned under section
205 and funds which prior to the date of enactment of the Foreign
Assistance Act of 1968 were authorized or committed to be loaned
upon terms which do not meet the minimum terms set forth herein) be
loaned at a rate of interest of less than 3 per centum per annum com-
mencing not later than ten years following the date on which the funds
are initially made available under the loan, during which ten-year
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~period the rate of interests shall not be lower than 2 per centum per
annum, nor higher than the applicable legal rate of interest of the
country in which the loan ismade. __ _

" (e} In carrying out this title, the President shall not allocate, re-
‘serve, earmark, commit, or otherwise set aside, funds aggregating in

. exeess of $100,000 for use in any country under this title unless (1) an

application for such funds has been received for use in such conntry
together with sufficient information and assurances to indicate reason-
ably that the funds will be used in an economically and technically
sound manner, or (2) the President determines with respect to each
such allocation, reservation, earmarking, commitment, or set-aside that
it is in the national interest to use such funds pursuant to multilateral
plans. - '

P (£)-No assistance shall be furnished under this title for a project
unless the President determines that such project will promote the eco-
nomic development of the requesting country, taking into account the
current human and material resource requirements of that country and
the relationship between the ultimate objectives of the project and the
overall economic development of the country, and that such project
specifically provides for appropriate participation by private enter-
prise.

Purpose.

- Section 201 requires the President to establish a development loan
fund (DLF) through which development assistance loans are to be
made. Section 201 contains six subsections, the first of which author-
izes loans. Subsection (b) requires DLF loans to be repaid in U.S.
dollars and authorizes the President to make DLF loans to promote
economic development of less-developed friendly countries and areas,
provides 9 criteria to be taken into account in making loans, requires
a finding of reasonable prospects of repayment before the loan is
made, and limits the number of borrowers to twenty in any fiscal
year (not applicable to Alliance for Progress loans or loans to regional
programs).

Subsection (c) provides that DLF funds may not be decreased by
use of section 610 nor may requirements be waived by use of section
614 (a).

Subsection (d) prohibits the loaning or reloaning of DLF funds
at rates of interest excessive or unreasonable for the borrower. A
minimum interest rate of 2 percent per year for the first 10 years of the
loan and 3 percent thereafter, and a maximum rate pegged at the
maximum legal rate in the borrowing country, are established by
subsection (d). The minimum rates are intended to maximize the
dollars returned to the United States (for balance-of-payments rea-
sons) and to reduce the disparity between the costs of T7.S. borrow-
ing and the receipt of interest on U.S. loans, while not making the
doans so costly that the contribution of the DLF financial assisfance
to the development of the host country is reduced. | '

~Subsection (e) prohibifs the earmarking of DLF funds for projects
unless advance notice and description of the use is given or the Presi-
dent -determines it in the national interest to use such funds pursuant
to multilateral plans, |




171

" Subsection (f) prohibits DLF assistance unless the President deter-
mines ‘the projeet will promote the economie development of the bor-
rowing country and only after account is taken of the relationship of
the project to the country’s resources and overall economic develop-
ment and providing for appropriate participation by private enter-
prise in the project.

Background o

A predecessor DLF was established by section 6 of the MSA of 1957.
The current section 201 was enacted as part of the FAA of 1961.

Al but one of the criteria (No. 8) in subsection (b) originated in the
Senate Committee on Foreign Relations. The 20-country limitation
originated in the committee of conference, as did the limitation on re-
loaning within the recipient country. The 2-percent minimum interest
rate also came out of the committee of conference. Subsequently, sec-
tion 102 of the FAA of 1962 added subsection (e} and other amend-
ments of a technical nature have been made,

The bill does not include an authorization for the DLF, but provides
general authority for the Administrator to make loans “payable on
such terms and conditions as he may determine, in order to promote
the economic development of developing countries with emphasis

upon long-range plans and programs.” The minimum and maximum
loan terms remain the same as in the FAA.

The bill carries over five of the nine lending criteria nearly verbatim
in section 765(c). The ninth criteria in the present FAA is broadened
(No. 5 in section 765(c) of the bill) to include mention of an equitable
distribution of benefits. The following do not appear in section 765(c
but appear in the bill in another form: Criteria (3) {whether activity
gives promise of contributing to the development of economic resonress
or to increase in productive capacities) ; criteria (5) (extent borrower
showing responsiveness to economic, political, social concern, and will-
ingness to take self-help measures); criteria (7 ) (degree of progress
toward rule of law, free expression, recognition of individual treedom,
private enterprise, which is included in section 767 ) ; and criteria (8)
(degree to which borrower improving climate for private investment).

It should be noted that section 201 was not interpreted to apply to
countries in the Alliance for Progress or to required programs which
had the effect of expanding the number of countries eligible to receive
loan funds beyond the 20-country limitation.

Conclusion

The major provisions of section 201 are carried forward into the bill
Five of the nine lending criteria which appear in the FAA are incor.
porated in the bill, and the remaining criteria appear either in the gen-

eral policy or in the prohibitions sections of the pill. Therefore, section
201 1s no longer neecessary.

, o -Secrron 202
Text . : . '

SEC. 202, AvTHORIZATION.~{a) There is hereby authorized to be
appropriated to the President for the purposes of this title £685,000,000
for the fiscal year 1967, $450,000,000 for the fiseal year 1968, $350,000,-
000 for the fiscal year 1969, $350,000,000 for the fiscal year 1970,

23-347——78——12
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$350,000,000 for the fiscal year 1971, $250,000,000 for the fiscal year
1972, and $250,000,000 for the fiscal year 1973, which sums shall remain
available until expended : Provided, That any unappropriated portion
of the amount authorized to be appropriated for any such fiscal year
may be appropriated in any subsequent fiscal year during the above
peried in addition to the amount otherwise to be appropriated for such
subsequent fiscal year: Provided further, That, in order to effzctuate
the purposes and provisions of sections 102, 201, 601, and 602 of this
Aet, not less than 50 per centum of the funds appropriated pursnant
to this subsection for each of the fiscal years ending June 30, 1970,
June 30, 1971, June 30, 1972, and June 30, 1973, shall be available for
loans made to encourage economic development through privste enter-
prise.

(b} Whenever the President determines that it is important to the
advancement of United States interests and necessary to further the
purposes of this title, and in recognition of the need for reasonable
advance assurances in the interest of orderly and effective execution
of long-term plans and programs of development assistance, he is
authorized to enter-into agreements committing, under the terms and
conditions of this title, funds authorized to be appropriated under this
title, subject only to the annual appropriation of such funds.

(¢} Upon conclusion of each such agreement involving funds to be
appropriated, the President shall notify the Foreign Relations and
Appropriations Committees of the Senate and the Speaker of the
House of Representatives of the provisions of such agreement, includ-
ing the amounts of funds involved and undertakings of the parties

-
thereto.

(d) Except as otherwise provided in this part, the United States
dollar assets of the corporate entily kmown as the Development Loan
Fund which remain unobligated and not committed for loans repay-
able in foreign currencies on the date prior to the abolition of such
Fund shall be available for use for purposes of this title,

Purpose _

Section 202 authorized appropriations for development loans and
established procedures for the use of appropriated funds and loan
repayments.

7 ackground S

Subsection (a) of section 202 was the basic authority for appropria-
tions for development loans prior to the 1973 enactment of the funec-
tional accounts, which contain their own funding authorities. Since
then, the authorizing power of section 202 has not been used. In the
hill, authorizations for appropriations of the various accounts also
appear 1 the individual accounts rather than in separate sections for
loans and grants. ’

Subsection (b), which provides for commitments of funds in ad-
vance of appropriations, was designed to facilitate long range com-
mitments. IHowever, the President has inherent authority to make
such commitments, even in the absence of this section. The specific
authority contained in this subsection has never been used.

- Subsection (¢) requires notification to the Congress whenever the
aunthority contained in subsection (b) isused.
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Subsection (d) authorized the continued availability of the dollar
assets of the Development Loan Fund as of the date of enactment of
the FAA (Sept. 4, 1961). '
Conclusion
- Section 202(a), when in use, authorized appropriations for all de-
velopment loans in the FAA, prior to the functional accounts. Since
the various functional accounts of the new bill contain individual
authorizations for appropriations, FAA section 202(a) is obsolete.
The authority contained in subsections (b), (¢}, and (d) are also un-
necessary. The President has inherent power to make the commitments
authorized under subsections (b) and (¢) and DIF funds authorized
under subsection (d) are no longer avaiiable.

SecTion 203
Text .

Sec. 203. Fiscan Provisions—Not more than 50 percent of dollar
receipts scheduled to be paid during each of the fiscal years 1974 and
1975 from loans made pursuant to this part and from loans made under

On and after July 1, 1975, none of the dollar receipts paid during
available for each such fiscal year for use for purposes of making loans
under chapter 1 of this part. Such receipts shall remain available until
expended.

On and after July 1, 1975, none of the dollar receipts paid during
any fiscal year from loans made pursuant to this part or from loans
made under predecessor foreign assistance legislation are authorized
- to be made available during any fiscal year for use of purposes of

making loans under chapter 1 of this part. All such receipts shal be
deposited in the Treasury as miscellaneous receipts. :

Purpose :

Section 203 provides that not more than 50 percent of dollar receipts
in fiscal years 1974 and 1975 from development loans shall be available
for relending for development loan purposes. The use of loan receipts

after fiscal year 1975 is prohibited; thereafter, receipts must be de-
posited in the Treasury. '

Background
This section in its original form established the revolving character
of the Development Loan Fund by funnelling loan receipts back into

the development loan account. In 1973, limits were placed on this au-
thority. In 1975, the authority to use loan receipts was terminated.

Conclusion

Section 203 is obsolete since development loan funds are no longer
made available on a revolving basis. The bill does not authorize the
use of loan receipts. Therefore, the specific prohibition in section 203

is no longer necessary. All loan receipts under the FA A or the bill will
revert to the Treasury. '

Section 204
Text
Sec. 204, DeverorMenT Loaxw Comairrree.~—The President shall
establish an interagency Development Loan Committee, consisting of
such officers from such agencies of the United States Government as he
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ina,yhﬂétemliﬁe, which shall, under the direction of the President,
establish standards and criteria for lending operations under this title

in accordance with the foreign and financial policies of the United

States. Except in the case of officers serving in positions which they
were appointed by the President by and with the advice and consent of
the Senate, officers assigned to the Committee shall be so assigned by
the President by and with the advice and consent of the Senate.

Purpose

Section 204 directs the President to establish an interagency Devel-
opment Loan Committee (DLC) consisting of such officers from Fed-
eral agencies as he may determine. These officers require Senate ap-
proval. The Committee is to establish standards and criteria for de-
velopment lending operations in accordance with U.S. foreign and &-
nancial policies.
Background

The present DLC is chaired by AID, with membership from State,
Treasury, Commerce, and Ex-Im, among others. The DLC member-
ship thus heavily overlaps the membership of the National Adviscry
Couneil (NAC) and also that of the Developmert Coordination Com-
mittes (DCC) under FAA section 640b. The DCC will be carried for-
ward by section 702 of the bill, and section 798(a) of the bill will also
add the Administratorto the NAC.

Conclusion

Under the bill, standards and criteria for lending operations can be
coordinated without reenacting this section. In addition, the need for
the DLC will be minimized under the bill since the various components
of the DLC will be represented in the Administration.

It should also be noted that under Congress “New Directions” man-
dates, which are carried forward in the bill, loans are more narrowly
targeted by law now than was the case when the DLC was created.

SecTION 206

Text

Sec. 206. RecioNar DevELoPMENT 1x ArFrica.—The President is re-
quested to seek and to take appropriate action, in cooperation and con-
sultation with African and other interested nations and with interna-
tional development organizations, to further and assist in the advance-
ment of African regional development institutions, including the
African Development Bank, with the view toward promoting A frican
economic development. '

Purpose

Section 206 was enacted to encourage A frican economic develcpment
through regional development institutions based on self-help and mu-
tual cooperation.
Background

Section 206 was adopted in 1965 to encourage appropriate U.S. par-
ticipation in African regional development institutions, ineluding the
African Development Bank. Since then, U.S. participation in African
development on a regional basis has increased, and the United States
participates in the African Development Fund, as well as in the pro-
grams for the Sahe! and other African regional programs.
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Conclusion
The section is no longer necessary. The bill contains sufficient general
authority for participation in regional development programs in
Adfrica and elsewhere.
Secron 207
Text

Sec. 207. Poreosss or DEvELOPMENT AssisTANCE—In furnishing
development assistance under this chapter the President shall place
appropriate emphasis on—

(a) assuring maximum participation in the task of economic devel-
opment by the people of less developed countries through the encour-
agement of strong economic, political, and social institutions needed
for a progressive democratic society;

(b} programs directed at enabling a country to meet the food needs
of its people from its own resources, including the furnishing of
technical knowledge and of resources necessary to increase agricul-
tural productivity; assistance for improved storage, transportation,
marketing, and credit facilities (including provision for foreign cur-
rency loans to small farmers), cooperatives, water conservation pro-
grams, and adaptive research programs; and technological advice:
Provided, That relief from the immediate threat of famine, hunger,
and malnutrition may be provided by the United States and other
countries, and that assistance provided under the Agricultural Trade
Development and Assistance Act of 1954, as amended, should com-
plement assistance furnished under this Act;

(¢) assisting recipient countries in their efforts to meef increasing
needs for trained manpower in ¢rir development efforts by imorov-
ing education planning and =~ h, training teachers and adminis-
trators, developing and econs i ing educational institutions, and
using modern educational techne. ¥

(d) developing programs to combat malnutrition, to control and
eradicate disease, to clear slums, and to provide adequate and safe
drinking water, adequate sewage disposal systems, overall health edu-
cation, maternal and child care, and voluntary family planning serv-
ices which shall, where feasible, be included as part of programs of
maternal and child care, and other public health assistance; and

(e) other important development activities including assistance for
programs to assist industrial development; the growth of free labor
unions, cooperatives, and voluntary agencies; Improvement of trans-
portation and communication systems: development of capabilities
for sound economic planning and public administration; urban devel-
opment; and modernization of existing laws to facilitate economic
development.

Purpose

Section 207, which predated the funetional accounts, sets forth the
important functional factors on which the President is to place appro-
priate emphasis in administering economic assistance. Such factors
include democratic institutions, agriculture, education, health, and
improvement of transportation and communication.

Background
Section 207 was enacted in 1967 and has remained unchanged. In
1973, when Congress added the functional accounts to the FAA, the
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factors identified in section 207 were largely incorporated as part of
the “New Directions.” The bill, in chapter TI (Bilateral Development
Assistance), embodies and sharpens these factors.

Conclusion

Section 207 was enacted to provide general guidance for develop-
ment assistance prior to the New Directions mandates of 1973. Such
guidance is contained in the bill in chapter II, making section 207
unnecessary.

- SecTiox 209
Tewxt

Sec. 209. MUTLTILATERAL AND REGIONAL Procradxs.—(a) The Con-
gress recognizes that the planning and administration of development
assistance by, or under the sponsorship of the United Nations, multi-
lateral lending institutions, and other multilateral organizations may
contribute to the efficiency and effectiveness of that assistance through
participation of other donors in the develcpment effort, improved
coordination of policies and programs, pooling of knowledge, avoid-
ance of duplication of facilities and manpower, and greater encourage-
ment of self-help performance.

(b) It is further the sense of the Congress (1) that where probiems
or opportunities are common o two or more countries in a region. in
such fields as agriculture, education, transportation, communications,
power, watershed development, disease control, and establishment of
development banks, these countries often can more effectively resolve
—~h problems and exploit such opportunities by joining together in
- .glonal organiaztions or working together on regional programs,

.2} that assistance often can be utilized more efficiently in regional
pmgra™s than in separate country programs, and (8) that to the
laxin.um extent practicable consistent with the purposes of this Act
assistance under this Act should be furnished so as to encourage less
developed countries to cooperate with each other in regional develop-
ment programs.

(e¢) It is the sense of the Congress that the President should in-
crease, to the extent practicable, the funds provided by the United
States to multilateral lending institutions and multilateral organiza-
tions in which the United States participates for use by such institu-
tions and organizations in making loans o foreign countries.

(d) In furtherance of the provisions of subsection (a) of this sec-
tion, any funds appropriated under this part I may be transferred by
the President to the International Development Association, the Tnter-
national Bank for Reconstruction and Development, the International
Finance Corporation, the Asian Development Bank or other Multi-
lateral lending institutions and multilateral organizations in which
the United States participates for the purpose of providing funds to
enable any such institution or organization to make loans to foreign
courntries.

Purnose

Section 209 recognizes the developmental value of international
and regional organizations and multilateral lending institutions. It
expresses the sense of Congress that loans through multilateral orga-
nizations should be increased; and it authorizes the transfer of eco-
nomic assistance funds under the FAA to international financial
institntions for loans to foreign countries.
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Buackground

Section 200 was originally enacted in 1967: however since then,
appropriziions acts have prohibited the use of the transfer authority
of subsection (d). As o resull, the authority has never been used.

Conclusion

The bill addresses multilateral assistance in chapter IV and else-
where. Title IT of chapier 11, as well as other provisions, permit aid on
s regional basis. Developing countries are defined in section 794 of
the bill to include developing sreas, Anthorizations for appropriations
for ths internstional Snsncial institutions remsin, as before, under
separate legislation for each instituticn. WA A section 209, therefore, 13
no longer necessary.

Secrrow 211

Tert

Szc. 211, Gewerar Avraonrry.—({a) The President is anthorized to
furnish assistance on such terms and conditions as he may determine
in order to promote the economic deveiopment of less deveioped
friendly countries and areas, with emphasis upon ascisting the devel-
opment of human resources through such mesns as programs of tech-
nicsl cooperation and development. In so doing, the President shall
take into account {1) whether the activity gives reasonabie promise
of contributing to the development of educational or other institutions
and programs directed foward social progress, {2) the consistency of

-

the setivity with, and its relationship to, other deveiopment activities
being underiaken, or planned, and its contribution io relizable long-
range development ohjectives, (8} the economic and tachnieai sovnd-
ness of the setivity to be financed, (4) the extent to which the recipient
country is showing s respensivenese to the vital sconomic. political,
and socizl concerns of its people, ond demonsirating a clesr determi-
nation to take efective self-help measures and a willingmess to pay
f£air share of the cost of programs under this title, {5} the possible
adverse effects upon the United States economy, with special reference
to aress of substantial labor surplus, of the assistance involved, (&)
the desivsbility of safeguarding the international balance of pavments
pesition of the United States, (7)_the degree to which the recipient
country is making progress toward respect for the rule of law, free.
dom of expression and of the press, and recognition of the importance
of individus! freedom, initiative, and private enterprise, and (8}
whether or not the aetivity o be finaneed will contribute o the achieve-
ment of seif-sustaining growth. If the President finds that assistance
proposed to be furnished under this title would have a substantially
adverse effect upen the United States economy. or a substantis] seg-
ment thereo?. the assistance shall not be furnished. The sutherity of
this title shall not be used to furnish sssistance directly ¢o more than
forty countries in any fiseal veer, except that up to $603,000 may be
used for self-help projects in additional countries during such fiseal
yesr.

(hY Tu countries and areas which ave in the earlier stages of eco-
nomic development, programs of development of educgtion and human
resources throueh such means as technical ccoperstion shall be em-
phasized, and the furnishing of capital facllities for purposes ather
tisan the development of education and human resources shail be
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given a lower priority until the requisite knowledge and skills have
been developed.

(¢} Not to execeed $1,000,000 of the funds made available for the
purposes of this section in any fiscal year may be used for programs
designed to promote the pesceful uses of atomic energy outside the
United States and such programs may be carried out only in accord-
ance with the requirements of this section.

{d) Not to exceed $10,000,000 of funds made available in any fiscal

year under section 212, or under section 252 (other than loan fnnds),
may be used for assistance, on such terms and conditions as the Presi-
dent mayv specifv, to research and educational institutions in the
Ouited States for the purpeose of sirengthening fheir capacity to
develop and earry out programs concerned with the economic and
social development of less developed countries.
_ (e) In any developing countries or areas where food production
1s not mereasing enough to meet the demands of an expanding popula-
tion, or diets are sericusly deficient, a high priority shall be given
to efforts {o increase agriculiural production, particularly the estab-
lishment or expansion of adaptive research programs designed to in-
crease acre-vields of the major food crops. Such research programs,
to the greatest extent passible. should be based on cooperative under-
takings between universities and research institutions in the develop-
ing couniries and United States universities and research institutions.
Purpose

Section 211 is comprised of five subsections which provide authority
for grant assistance to developing friendly countries. The section
mnetudes certain restrietions. including & 4} country limitation for the
use of grant funds. The section establishes assisiance priorities for the
least developed countries and provides for peaceful use of atomie
energy. Section 211 elarifies autherity for (and puts a dollar limit on)
long-range programs undertaken by T.S. universities and research
institutions.

Beackground ,

The section authorizes the President fo wrovide assistance in the
form of grants, which authority is carried forward in section 765
of the hill,

Section 211 also estsblishes eight criteria to be taken into acesunt
in furnishing grant assistance. All of the criteria listed in section
211 are carried forward as policy stafemenis in section: 201 of the bill

with the exeeption ef eriteris {5} (possible adverse effects on U.S.
economv, which is carried over as a criteria for loan assistance in
section T63{c) (4) and included in section 742 on procursment): cri-
teriz {6) (safegumarding international balance-of-pavmenis position
of the United States. which is included in section 742 on procure-
ment) : and criteria (7} {degree of progress toward basic freedoms,
which is incorporaied in the bill as a nrohibition (human righis pro-
wision) in section T67). Criteria {1) (deveiopment of educational and
other institntions) and the aunthority provided for universily programs
in section 211{d) are provided in section 206 of the bill.

¥t sheuld be noted that the ecuntry limitation provision of section
211 has been inferpreted not fo Include countries within the Alliance
for Progress and regional programs, which has the effect of incresasiog
the number of couniries eligible to receive grant assistance.
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Conclusion

The major criteria of section 211 are incorporated into the bill n
the form of policy statement or appear In separate sections. The gen-
eral authority to grant funds is included in the “(General Aunthorities”
section 765 of the bill, and the authority for strengthening the capacity
for development programs of T.S. research and educational institu-
tions is provided in section 206 of the bill. Therefore, section 211 isno
longer necessary.

Secrrox 215

Powt

Spe. 215. Loaxs To Syarn Faruers—It Is the policy of the
Tnited States 2nd the purpose of this section to strengthen the
economies of less developed friendly countries. and in friendly coun-
tries where the economy is essentially rural or based on small villages,
to provide assistance designed to iraprove agricultural methods and
techniques, to stimulate and encourage ihe development of local pro-
grams of self-help and mutual cooperation, particularly through loans
of forelgn currencies for associations of operations of small farms,
formed Tor the purpose of joint action designed to increase or diversify
agricultural productivity. The maximum unpaid balance of loans
made to any association under this section may not exceed $23,000 at
any one time: and the aggregate unpaid balance of all loans made
under this section may not exceed 10,000,000 at any one time.
- T ——

Purpose

Section 215 expresses the policy of the United States to strengthen
the economies of Jess-developed countries, particularly through forsign
currency loans to small farmers. Emphasis is placed on the develop-
ment of local self-help and cooperative programs in order to assist
small farmers in increasing or diversifying agricultural activity. The
section creates no authority of its own and is read as a statement of
pelicy.
Background

Section 215 originally appeared in 1860 as an amendment to the
Mutual Security Act of 1954, Subsequently it was reenacted as section
915 of the FAA of 1961, and modified to apply only to “friendiy coun-
tries.” In 1973, with the enactment of the funectional accounts in the
FAA, section 215 became eclipsed by section 103 (food and nutrition).

Conclusion

Section 215 of the FAA became redundant in 1973 upon the enact-
ment of the functional accounts in the FAA { section 103). Section 202
of the bill. which encompasses small farmers’ credit as well as other
rural development matters, makes 215 unnecessary.

SecTioN 217
Text
Q. 217, Usep EqurpaExT—The President is authorized to use
tunds made available for the purposes of section 211 to conduct a study
and investigation to determine the feasibility of establishing programs
for the furnishing to less developed friendly countries and areas of
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used tools, machinery, snd other equipment to be donated by private
enterprises, or acquired through normal channels of trade, and the
extent to which such programs are likely to be utilized by and contrib-
ute to the economic deveTopment of the receiving country, The Presi-
dent shall submit to the Congress at the earliest practicable date a
report of the result of such study and investigation, together with such
recommendations for legislation as he deems advisable.
Purpose

Section 217 authorized & feasibility study by the President on
providing friendiy developing countries with used tools, machinery,
and other equipment to be donated from private enterprise or acquired
through nermal channels of trade. The section required the President
to report to the Congress on the results of such study and to offer
recommendations.

Back:ground
Section 217 was enacted in 1964, and has not been amended.

Conclusion

Section 217 has been omitted ; AID has throughly studied the use of
used equipment in development programs. Once the purpose of this sec-
tion was fulfilled, it contained no additional authority. It 1s now
obselete.

SrcTron 218
Text

Szec. 218. Fism axp Orier Prorerx Coxcextrates.—(a) The Presi-
dent is authorized to conduct a program designed to demonstrate the
potential and to encourage the use of fish and cther protein concen-

rates as a practical means of reducing nutritional deficiencies in less
developed countries and areas. This program shall include—
{1) studies and activities relating to food technology;
{2} development of suitable marketing techniques;
(8} development of consumer acceptance programs; and
(4) feeding programs designed to demonstrate the nutritional
value of fish and other protein concentrates as a diet supplement.
In carrying out his functions under this section. the President shall
consult with the National Councii on Marine Resources and Engineer-
ing Development, appropriate Government agencies and other such
technical groups or agencies £s may be helpful with such aetivities. In
accordance with section 601(b) of this Act. the President shall en-
courage full participation in such program by United States private
enterprise.

The president is authorized to use funds made available under this
part for the purpeses of this seetion, and is urged to use at least
$2.500.600 of such funds for such purposes.

Purpose

Section 218 suthorizes the President to conduct a program to dem-
onstrate and encourage the use of fish and other protein concentrates
to reduce nutritional deficiencies in less-developed countries. Food
technology research and development of market techniques, consumer
acceptance programs, and demonstration feeding programs are em-
phasized. Funds are anthorized under part I of the FAA for the fore-
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going purposes, and the President is urged (not required) to use at
Teast $2,500,000 of such funds for purposes of section 218.

Background

Section 218 was enacted in 1967. It has not been amended. When the
functional accounts were incorporated into the FAA in 1973, section

218 became superfluous. FAA section 103 (food and nutrition) con-
tains ample authorization to carry out the purposes of section 218.

{onclusion

Seciion 218 was made obsolete by the FAA’s functional account on
food and nutrition ; the bill {section 202) contains a functional account
which would also authorize programs similar to those envisioned by
FAA seetion 218,

Section 219
Text

Sgrc. 219, Prororyre Desavrine Praxt.—(a) In furtherance of the
purposes of this part and for the purpose of improving existing, and
developing and advancing new technology and experience in the de-
sign, construction, and operation of large-scale desalting plants of
acvanced concepts which will contribute materially to low-cost de-
salination in all countries, including the United States, the President
if he determines it to be feasible, is authorized to participate in the
development of a large-scale water treatment and desalting protot¥pe
plant and necessary appurtenances to be constructed in israel as an
mtegral part of a dual-purpose power cenerating and desalting proj-
ect. Such participation shall include financial, technical, and such other
assistance as the President Geems appropriate to provide for the study,
design, construetion, and, for a limited demonstration period of not
to exceed five years, operation and maintenance of the water treatment
and desalting facilities of the dual-purpose project.

(b) Any agreement entered into under subsection {a) of this sec-
tion shall include such terms and conditions as the President deems
appropriate to insure, among other things, that all information,
products, uses, processes, patents, and other developments obtained or
utilized in the development of this prototype plant will be available
without further cost to the United States for the nse and benefit of the
United States throughout the werld, and to insure that the United
States, its officers and employees have a permanent right to review data
and have access to such plant for the purpose of observing its opera-
tions and improving science and tecknology in the field of desalination.

(¢) In carrying out the provisions of this section, the President
may enter into contracts with public or private agencies and with any
person withount regard to sections 3648 and 2709 of the Revised Stat-
utes of the United States (31 U.S.C. 529 and 41 U.S.C. 5).

(d) Nothing in this section shall be construed as intending to de-
prive the owner of any background patent or any right which such
owner may have under that patent.

(e) In carrying out the provisions of this section. the President may
utilize the personnel, services, and facilities of any Feoderal agency.

(£) The United States costs, other than its administrative costs,
for the study. design, construction, and operation of a prototype
plant under this section shall not exceed either 50 per centum of the
total capital costs of the facilities associated with the production of
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water, and 50 per centum of the operation and maintenance costs
for the demonstration period, or $20,000,000, whichever is less. There
are authorized to be appropriated, subject to the limitations of this
subsection, such sums as may be necessary to carry out the provisions
of this seetion, including administrative costs thereof. Such sums are
authorized to remain available until expended.

(2) No funds appropriated for the Office of Saline Water pursuant
to the appropriation authorized by the Act of July 11, 1969 (83 Stat.
45, Public Law 91-43), or prior authorization Acts, shall be used to
carry out the purposes of thissection.

Purpose

Section 219 suthorizes the appropriation of up to $20 million for
the study, design, construction, and operation of a prototype desalt-
ing and water treatment plant in Israel. U.S. participation 1s anthor-
ized for a demonstration period (in addition to study, design, and
construction) of up to 5 years; U.S. costs (other than administrative)
are not to exceed 50 percent of the total capital costs of the facilities
and 50 percent of the operations and maintenance costs for the demon-
stration period, or $20 million, whichever is lesser.

Background

Section 219 was enacted ir 1969; $20 million was appropriated in
1970. The last of these funds were obligated in 1975. All of the funds
are not yet disbursed, but an additional authorization request is not
contemplated.

Conclusion

Section 219 is no longer necessary since the appropriation authorized
has been made, the funds obligated, and the TU.S. role in the project es-
sentially at anend.

SECTION 220
Text

Skc. 220. Procrays For PEAcEFUL CoMMUNICATION.—The President
is anthorized to use funds made available under section 212 to carry
out programs and peaceful communications which make use of fele-
vision and related technologies, including satellite transmissions, for
educational, health, agricultural, and community development pur-
poses in the less developed countries.

(b) In carrying out programs in the fields of educational health,
agriculture, and community development, the agency primarily re-
sponsible for part I shall, to the extent possible, assist the developing
countries with research, training, planning assistance., and project
support in the use of television and related techmologies, including
satellite transmissions. The agency shall make maximum use of exist-
ing satellite capabilities, including the facilities of the International
Telecommunications Satellite Consortinm.

(e} In implementing activities under this section. the agency pri-
marily responsible for part I shall coordinate closely with Federal,
State, and local agencies and with nongovernmental educational,
health, and agricultural institutions and associations within the
United States.
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Purpose

Section 220 suthorizes the President to use funds under section 212
of the FAA for programs of peaceful communications, using tele-
vision, satellite communications, and other similar technology for
educational, health, agricultural, and community development pur-
poses in developing countries. The section provides for assistance,
research, training, and support in the use of such technology and
coordination with Federal, State, local, and nongovernment agencies
inthe United States.

Background

Section 220 originated in the House Foreign Affairs Committee
and was enacted as part of the FAA in 1969. There have been no
amendments since its enactment. The FAA’s functional accounts,
which focus on the function of the assistance rather than the me-
chanics of its delivery, are broad enough to authorize use of these
kinds of technology for programs in education, agriculture, health,
and community development. The same is true for the functional
accounts in the bill,

Conclusion

This section was added to the FAA to encourage the use of tele-
vision and other advanced technologies to carry out functional pro-
grams. The authorities in the bill are broad enough to make FAA
section 220 unnecessary.
| SecttoN 220A
Teoxt

Szc. 220A. Svez Caxan.—The President is authorized to furnish
financial assistance, on such terms and conditions as he may deter-
mine, for assisting in the reopening of the Suez Canal after agree-
ment has been reached by the parties involved, which agreement pro-
vides for the use of the Canal by the ships of all nations, including
Israel, on a nondiscriminatory basis. For the purpose of carrying out
this section, there are authorized to be appropriated not to exceed
$10,000,000 in Egyptian pounds now owned by the United States and
determined by the President to be excess to the normal requirements
of departments and agencies of the United States. Amounts appro-
priated under this section are authorized to remain available until
expended.

Purpose

Section 220A authorizes the equivalent of $10 million in U.S.-owned
excess Egyptian pounds for assisting in reopening the Suez Canal.
Assistance under this section is conditioned on an agreement between
Israel and Egypt that the canal be open on equal terms to ships of all
nations (including Israel) on a nondiscriminstory basis.

Background

The Suez Canal Authority was enacted in 1971. It has not been
amended since the date of enactment.
Conclusion

The work to reopen the Suez Canal which this authorization sup-
ported has been completed. The Egvptian pounds have been either
expended or deobligated ; the section is no longer needed.
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SecTIONS 251, 252 AND 238
Fext

Sec. 251. Gexeran AvrHORITY.—(a) It is the sense of the Congress
that the historic, economic, political and geographic relationships
among the American peoples and Republics are unique and of special
significance and that the Alliance for Progress offers great hope for
the advancement of the welfare of the peoples of the Americas and the
strengthening of the relationships among them. It is further the sense
of Congress that vigorous measures by the countries and areas of Latin
Ameriea to mobilize their own resources for economic development and
to adopt reform measures to spread the benefits of economic progress
among the people are essential to the success of the Alliance for Prog-
ress and to continued significant United States assistance thereunder.
Th President is authorized to furnish assistance on such terms and con-
ditions as he may determine in order to promote the economic develop-
ment of countries and areas in Latin America.

(b) Assistance furnished under this title shall be directed toward the
development of human as well as economic resources. In furnishing
assistance under this title, the President shall take into account (1) the
principles of the Act of Bogota and the Charter of Punta del Este, and
n particular the extent to which the recipient country or area is show-
Ing s responsiveness to the vital economic, political, and social concerns
of its people and demonstrating a clear determination to take effective
self-help measures; (2) the economic and technical soundness of the
activity to be financed; (3) the consistency of the activity with, and
its relationship to, other development activities being undertaken or
planned, and its contribution to realizable long-range objectives; (4)
the possible effects upon the United States economy, with special refer-
ence to areas of substantial labor surplus, of the assistance involved:
{5)the degree to which the recipient country is making progress toward
respect for the rule of law, freedom of xpression and of the press, and
recognition of the importance of individual freedom, imitiative, and
private enterprise; (6) the degree to which the recipient country is
taking steps to improve its climate for private investment; (7) whether
or not the activity to be financed will coniribute to the achizvement of
seli-sustaining growth; and (8) the extent to which the activity to be
financed will contribute to the economic or political integration of
Latin America. In making loans under this title from funds which are
required to be used for loans payable as to principal and interest
in United States dollars, the President shall take intc account, in addi-
tion to the considerations named in the preceding sentence, whether
financing could be obtained in whole or in part from other free world
sources on reasonable ferms (including private sources within the
United States}, the capacity of the recipient country to repay the loan
at a reasonable rate of interest, and the efforts made by recipient na-
tions to repatriate capital invested in other countries by their own
citizens. The provisions of sections 201(d), 202(b), 202(¢), and 204
shall be applicable to such loans, and they shall be made only upon a
finding of reasonable prospects of repayment.

{¢)} The authority of section 614(2) may not be used to waive the
requirements of this title with respect to funds made available for this
titla which are required to be used for loans payable as to principal and
interest in United States dollars, and the anthority of section 610 may
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be used to transfer such funds only to funds made available for title I
of chapter 2 of part L.

{(d) In order to carry out the policies of this Act and the purpose of
this title, the President shall, when requested by & iriendly country and
when appropriate, assist in fostering measures of agrarian reform, in-
cluding colonization and redistribution of land, with a view .0 insuring
2 wider and more equitable distribution of the ownership of land.

(e) The President shall not allocate, reserve, earmark, commit, or
otherwise set aside, funds aggregating in exzcess of $103,000 for use in
any country under this title unless (1) an application for such funas
has been received for use in such country fogether with sufficient ir-
formation and assurances to indicate reasonably that the funds will be
used in an economically and technically sound manner, or (2) the
President determines with respect to each such 2llocation, reservation,
earmarking, commitment, or set-aside that it is in the national interest
to use such funds pursuant te multilateral plans.

(f) In furnishing assistai.ce under this title, consistently with and
for the purposes of section 601 (b) (4) of this Act, the agency primarily
responsible for administering part 1 or any other departments and
agencies designated by the President shall provide such assistance as
may be determined by the President to be necessary from time to time
in order to make effective the efforts of the Commerce Committee for
the Alliance for Progress, established under the Depariment of
Commerce.

{g) In order to carry out the poli ies of this Act, the President shail,
when appropriate, assist in promoting the organization, implementa-
tion, and growth of the cooperative movement In Latin America asa
fundamental measure toward the strengthening of democratic institu-
tions and practices and economic and social development under the
Alliance for Progress.

(h) Loans may be made under authority of this title only for social

and economic development projects and programs which are consistent
with the findings and recommendations of the Inter-American Com-
mittee for the Alliance for Progress in its annual review of nat:onal
development activities. Whenever the President determines that the
purposes of this title would be better served thereby, he may make
available, in addition to any other funds available for such purposes.
on snch terms and conditions as he determines, not to exceed 15 per
centum of the funds made available for this title to the Inter-American
Development Barnk, or to any of the institutions named in section 205
(other than the Asian Development Bank), for use in Latin America
pursuant to the laws governing United States participation in the said
Bank or in such institutions and the governing statutes thereof and
without regard to section 201 or any other requiremeniis of this or any
other Act.

Sze. 252. AvrHorizaTioN.—(a) There is authorized to be appropri-
ated to the President for the purposes of this title, In addition to
other funds available for such purposes. for the fiscal year 1872,
$295,000,000, and for the fiscal year 1973, $295,000,00, which amounts
are authorized to remain available until expended, 2nd which amounts.
except for not to exceed $88,500,000 for each such scal year, shall
be available only for loans payable as to principal and interest in
Tnited States doilars. In order to effectuate the purposes and provi-
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sions of sections 102, 251, 601, and 602 of this Act, not less than 50
per centum of the loan funds appropriated pursuant to this section
for any fiscal year shall be available for loans made to encourage
economic development through private enterprise.

{b) There are authorized to be appropriated to the President for the
fiscal year 1974, $934,000, and for the fiscal year 1975, $934,000, for
grants to the National Association of the Partners of the Alliance,
Inec., in accordance with the purposes of this title.

Sxc. 253. FrscaL Provisioxs.—All receipts in United States dollars
from loans made under this title and from Ioans made for the benefit of
countries and areas of Latin America under title I of chapter 2 of
part T of this Act, notwithstanding section 203, shall be available for
use for loans payable as to principal and interest in United States
dollars in furtherance of the purposes of this title. All receipts in
foreigr currencies from loans made under this title or for nonmilitary
assistance purposes under the Mutual Security Act of 1954, as
amended, or any Act repealed thereby, shall be available, in addition
to other funds available for such purposes, for loans on such terms
and conditions as the President may specify to carry out the purposes
of subsection (g) of section 251 of this title, and the President may,
notwithstanding the provisions of this or any other Act, reserve such
currencies in such smounts {not to exceed $25,000,000} as he shall
determine to bs necessary to provide for the programs authorized by
¢aid subsection (g). Snch receipts and other funds made available
under this fitle for use for the purposes of this title shall remain
available until expended. :

Purpose

Section 251 provides general anthority for U.S. assistance under the
Aljance for Progress. The section coutains eight subsections which
have the following purposes:

(2) recogmizes the special relationship between the United Staies
and Latin America snd the need for seif-help efforts; it authorizes
the President to “furnish assistance on such terms and conditions as he
may determine” for Latin American economic development.

(b) reguires the President to take into account various criteria and
make findings regarding repayient prospects; it aiso applies related
FAA provisions. | |

(¢} piaces certain restrictions on the use of waiver authority (FAA
sec. 614{a)) and transfer outhority (FAA sec. 610).

(3}, (e). (£}, (g), and (h) provide miscellaneous requirements re-
lated to asgrarian reform; assurance that funds will be used in a tech-
nically sound manner and that the cooperating government has ap-
plied for assistance ; coordination with the Committee for the Alliance
for Progress; and promotion of cooperatives to strengthen democratic
institutions.

Section 25272} authorizes appropriations and requires 30 percent of
loan ¥ :nds be made throngh private enterprise; subsection (b} au-
thorizes appropriafions for the National Association of the Pariners
of the Alliance, Inc.

Section 255 provides for the reuse or reflow of dollar loan repay-
ments and lo~ul eurrency receipts under certain circumstances (pro-
hibited since 1975 by section 203 of the FAA).
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Background .
. Sections 251-53 were originally enacted as part of the FAA in 1962
Various amendments have been added subsequent to the original en-
actment, including the reguirement that private financing be con-
sidered for Alliance projects; that local currency (with other funds
otherwise available) be used for cooperative development; that new
criteria be considered in making loans; and that certain loans be con-
sistent with the findings and recommendations of the Comnittee for
the Alliance. Authorizations of grants for the National Association
of the Partners for Alliance were also added after initial enactment.
Since the enactment of the funciional accounts in 1978, no appro-
priations have been authorized pursuant to FAA section 252(a). No
appropriations have been authorized for the Partners of the Alliance
under FAA section 252(b) since FY 1975. The Foreign Assistance
Act of 1974, which prohibited ATD’s use of loan reflows after July 1,
1975, had the effect of repealing FAA section 253, at least insofar as
dollar reflows are concerned. Pursuant to section 253, receipts in for-
eign currencies from Alliance loans are still authorized to be used for
loans on such terms and conditions as the President may determine to
promote the development of cooperatives; but appropriations therefor
are not made. L

Conclusion . -

 The authorizations in the bill will enable assistance to be provided
to Latin American countries whenever appropriate, and retention of
FA A sections 251~53 is unnecessary. :

SecTrox 261

Text

Src. 261. The President ma~ appoint 2 committee to review and
evaluate the economic develop - :nt program under this act, and to
report to the President and fo the Congress its findings.
Purpose .

This section permits the President to appoint & committee to re-
view and evaluate economic development programs under the FAA,
and report its findings to the President and the Congress. o

Background

Section 261 originated in the Senate in 1963. The purpose of this
provision has been fulfilled and it is now obsolete. In 1973 Congress
added section 640B to the FAA to establish the Development Coordi-
nation Committee (DCC), a portion of whose functions is o review
and evaluate development programs. Section 702 of the bill carries
forward the DCC.

Jonclusion

Section 261 is no longer necessary: part of its function is continued
by section 702 of the bill; part is performed also by the reports to Con-
gress required by section 781 of the bill.

SecTroNs 271 Axp 272
Fext
Sec. 271. GENERAL Provisions.—The acceleration of social and eco-
nomic progress in southeast Asia is important o the achievement of
28347 ~-TS—13
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the United States foreign policy objectives of peace and stability in
that area. It is the sense of Congress that this objective would be served
by an expanded effort by the countries of southeast Asia and other
interested countries in cooperative programs for social and economic
development, of the region, employing both multilateral and bilateral
channels of assistance. - ‘ |

Sgc. 079, Speciar Provisions.—In providing assistance to further
the purposes of this title the President shall take into account: - -
(1) initiatives in the field of social and economic development

by Asian peoples and institutions;
(2) regional economic cooperation and integration in southeast
Asia; ‘ '
" (3) the extent of participation by other potential donor
countries; - ' '
. (4) the degree of peaceful cooperation among the countries of
southeast Asia toward the solution of common problems; and -
(5) the ability of multilateral institutions or other administer-
“ing -authorities to carry out projects and programs effectively,
. efficiently, and economically. S -
Purpose ‘

Sections 271 and 272 recognize the importance of social and eco-
nomic development in achieving peace and stability in Southeast Asia.
Emphasis is placed upon multilateral assistance and regional
programs. _ :
Background ' " '

Sections 271 and 272 were added to the FAA in 1966, They were
designed to promote an expanded effort by the countries of Southeast
Asia in cooperative programs for social and economic development of
the region. Section 272 was intended to provide certain criterig for the
President before dispensing assistance under the title.

Conclusion

‘Sections 271-272 were enacted to support specific foreign policy
objectives during the 1960’s in Southeast Asia, and are no longer
nREeCcessary | , L
Szcrion 281
Text

Skc. 281. (a) In carrying out programs authorized in this chapter,
emphasis shall be placed on assuring maximum participation in the
task of economic development on the part of the people of the devel-

oping countries, through the encouragement of democratic private and

local government institutions.
(b) In order to carry out the purposes of this title, programs under
this chapter shall— -
(1) recognize the differing needs, desires, and capacities of the
people of the respective developing countries and areas; o
(2) use the intellectual resources of such countries and aréas in
conjunction with assistance provided under this Act so as to en-
courage the development of indigenous institutions that meet their
particular requirements for sustained economie and social prog-
ress; and

e




188

(3) suppert civic education and training in skills required for
effective participation in governmental ancd political processes
essential to self-government. . - ]

(c) In the allocation of funds for research under this chapler, em-
phasis shall be given to research desigmed to exalnine the poiitical,
social, and related obstacles to development in countries recelving as-
sistance under part I of this £t In particulsr, emphasis should be
given to research desigmed to increase understanding of the ways In
which development assistance can support democratic, social and pelit-
ical trends in recipient couniries. i ‘

* (d) Emphasis shall also be given to-the evaluation of relevant vast
and current programs wnder part I of this Act and to applying ihis
experience so as to strengthen their effectiveness in implementing the
objectives of this title. : .

{¢) In order to carry out the purposes of this title. tho agency pvi1-
marily responsible for administering part I of this Act, shall dovelop
systematic programs of inservice training to tamiliarize its personnel
with the objectives of this title and to increase their knowiedge of the
political and social aspects of development. In addition to other funds
available for such purposes, net to exceed 1 per centum of the funds
authorized to be sppropriated fur grant assistance under this chapter
may be used for carrying out the objectives of this subsection.

Purpose , _ :

Section 281 of the FAA requires that, in earrying our economic
development assistance programs, emphasis shoutd be placed upon
assuring maximum participation vy the people of the developing coun-
tries through the develepment of private and local demoecratic insiitn-
tions. The section provides thaf systefnatic programs of inserviee
training shall be instituted to familiarize AID personne! with tue
sitle’s objectives. The seciion farther authorizes 1 percent of chapler 2
grant funde for carrying out the purposes of the title.

Background

Section 281 vwas enacted in 1966, Subsection (e}, the provision on
inservice training. and the last sentence in subsec*ion (¢} were added
tothe FAA in 1968, ' '

Section 102, the majer policy statement of the FAA, recognizes the
need, in the administration of the act, “to stimulate the involvement
of the people in the development process tarough the encouragement
of demucratic participation in private and local governmental activi-
ties and institntion-bailding appropriate to the requirements of the
recipient nations.” FAA section 102 was entirely rewriften in 1967
and borrowed the above language from the concepts of ¥.AA secuion
08T making FAA section 281 somewhat redundant. Section 102 of the
+"11 also stresses the nolicies of direet involvement of the poor in the
building of local institutions. The bill authorizes extensive training of
Trnternational Development Cfficers in section 722

Conciusion o

Section 281 is unnecessary in view of the resiatement of policy con-
tained within FAA section 102. The bill contains similar policy pro-
visions, Tha bill zlse antherizes inservice training which would cover
the purposes set out in section 281. | '



186

Seorrow 292

Text -
Szc. 202, AvrHorzaTion.—Of the funds provided to carry out the
provisions of pari I of this Act for the fiscal year 1974, $125,000,0600
and for the fiscal year 1973, $150,000,000 shail be available in each
such fiscal yer only to carry out the purposes of this title, and, not-
withstanding any other provisicns of this Aect, funds used for such
purposes may be used on & loan or grant basis. - '
Purpose

Section 292 of the FAA, prior to the ensctment of FA A section 104,
authorized funds for title & {FAA section 291), “Programs Relating
to Population (Growth.” The funds were suthorized on sither a loan
or grants basis, notwithstanding any other provisions of the FAA.
Bee..ground _ ' _

Sections 291 and 292 were enacted in 1967. They originated in the
Senate Foreign Relations Committee. The authorization and earmark-
ing for populsiion programs in section 292 was eontinued until fiscal
vear 1975 when it was superseded Uy the authorization and earmark-
ing in FAA section 104, Section 203 of the bill contains an sutheriza-
tion similar to FAA section 104,

Conclusion

Section 292 was made obsolete by the authorization contained in
FAA section 104, Tt is unnecessary since the bill contains, in section
903, a similar authorization of funds for populaticn and health pro-
grams 25 well as similar policy provisicns formeriy contained in FAA
section 291 concerning population programs.

SzcTIoN 285
Text
Sze. 295, Foon Propuoriox Tareers axp Reports—In making his
recommendation to the Congress for programs for the fiscal vear 1969
and each fiscal vear thereafter, wherever appropriate, the President
shall, for each country veceiving assistance under this Aect which he
finds has 2 substantial focd deficit, include—

{1} descriptions of proposed programs, if any, in the areas of

- food production, storage, and distribution, and voluntary family
planning:

(2) information on achievement targets in food preduction.
storage, and distribution. snd their relationship to expected
changes in total population; and

(3) & detailed report on progress with respect to food produc-
tion, storage. and distribution, and the relationship of this prog-
ress tc population.”

Purpose
This section is interded :

{1} To assure tbat AID and the governments i food-deficit
countries receiving significant U.S. assistance formulate and ac-
tively promoiz programs for dealing with this important prob-
lem, and

(£} To assure that the Congress receive the information essen-
tial to an evalnation of such programs,
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Background
Section 295 was included in the FAA in 1967
onclusions

There is no Ionger a nezd for FAA section 295. The annual reports
required by sections 225 and 781 of the bill w1’ provide necessary food
production information.

Secrion 303
Texs

Ixpus Basry DeviropsesxT—In the event that funds made avail-
abie under this Act {other than part JI} are used by or under the
supervision of the Infernational Bank for Reconstruction 2nd Devel-
opment in furtkerance of the development of the Indus Basin throvgh
the program of cooperation among South Asian and other countries
of the free world. which is designed to promote economic growth and
political stabilicy in South Asia, such fands may be nsed in accordance
with requirements, standerds, or proceduares established by the Bank
concerning completion of plans and cost estimates and determination
of feasibility, rather than with requirements, standards, or procedures
cancemin%esuch matters set forih in this or other Acts; and such funds
may also be used without regard to the provisions of section 991(b)
of the Merchant Marine Act, 1936, as amended (468 U.S.C. 1241}, when-
ever the President determines that such provisions cannot bo fully
satisfied without seriously impeding or preventing accomaplishment of
the purposes of such programs: Provided, That compens&i;in% allow-
ances are made in the siminisiration of other programs io the same
or other areas to which the requirements of said section 901(b) are
applicable.

Purpose

First presented to Congress as part of the Mutual Security Act of
1960, this section specifies that funds made avaiiable under the economic
assistance authorities of the FAA to be used by or under the super-
vision of the IBRD in furtherance of the development of the Indus
Basin m- 7 be used in accordance with the requirements, standards, or
proced:_.es established by the IBRD coucerning completion of plans
and cost estimates and determination of feasibility. rather than the
requirements, standards. or procedures set forth in the FAA (for ex-
ample. FAA section 811}.

Background

Apnual authorizations for Indus Basin Development have been
made through fiscal year 1977, at which time all U.S. obligations had
been fulfilled. _

Conclusion

As the United States has fulfilled its oblizations with respect 0
Indus Basin Deveiopment, FAA section 303 is no longer necessary.

SecTroN 304
Fext .
Uxtrep Nations Pracesrepise—It is the sense of the Congress
that the cause of international order and peace can be enhenced by
the establishment, within the United Nations Organizetion, of ire-
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proved arrangements for standby forces being maintained by United
Nations members for United Nations peacekeeping purposes In ic-
cordance with the United Nations Charter. The President is there-
fore requested to explore through the United States Representative
to the United Nations, and ir. cooperation with the other members of
the TTnited Nations and the United Nations Secretariaf, both the
mesns and the prospects of establishing such peacekeeping arrange-
ments, The President shall submit to the Congress. not later than
March 31, 1968, a report upon the outcome of his initiatives, together

with such recommendations as he may deem appropriate.

Purpose _

Section 304 expressed the sense of the Congress that the cause of
international order and peace could be enhanced within the United
Nations organization. Congress felt that improved arrangements were
necessary for maintaining stand*y forces for Urited Nations peace-
keeping purposes in accordance with the United Nations Charter. The
President, therefore, was requested to explere both the means and the
prospects of establishing such peacekeeping arrangements, and to
submit a report to the Congress no later than March 31, 1968.

Background

At the time FAA section 304 was enacted (1967 ), the U.S, was mak-
ing contributions to the United Nations Emergency Force in the Near
Tast and the United Nations Force in Cyprus. Presently, assessed
contributions for the United Nations activities in the Sinai are met
through State Department appropriations. AID contributions for the
U.N. presence in Cyprus, made on & voluntary basis, come from Se-
curity Supporting Assistance appropriations. The TUnited States,
through its Sinai Support Mission, is involved in its own peacekeep-
ing activities in the Middle East.

Conclusion _ | ,
The report required under FAA Sec. 3uf was submitted almost 10
years ago. In addition, all assessed contributions to U.N. peacekeep-

ing activifies are presently made through State Department appro-
priations. Section 304 is therefore no longer necessary.

Secrion 451
Text

Sec. 451. ConTineENCY Funp.—(a) There Is authorized to be ap-
propriated to the President for the fiscal vear 1978 noc to exceed
5,000,000 to provide sssistance authorized by this part for any emer-
gency purpose only in accordance with the provisions.applicable fo
the furnishing of such assistance. Amounts appropriated under this
section are authorized to remain available until expended.

(b) The President shall submit quarterly reperts to the Commitiee
on Foreign Relations and the Committee on Appropriations of the
Senate and the Speaker of the House of Rerresentatives on the pro-
gramming and obligation of funds under this section. .

{c) No part of this fund shall be used to pay for any gifts to any

officials of any foreign government made heretofore or hereafter. .
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Purpose )
. Section 451 authorizes a cortingency fund through which the Presi-
dent may furnish economic assistance for emergency purposes m ac-
ecordance with applicable provisions of part I of the FAS, and author-
izes up 0 $5 million for this fund in the fiscal year 1973,

Subsection (b) requires tue President to submib quarterly reports
o Congress on the obligation and programming of section 451 funds.

Subsection (¢) prohibits the use of the contingency fund for gifts
to any foreign government official. It was passed to_forbid the pro-
posed use of this fund to pay for a helicopter given President Sadat
of Egypt.

Background

- The Contingency Frnnd has not been used for the past 3 years. It was
made  separate account in 1974 to afford Congress petter control over
the Fund because of earlier abuses. Congress has been concerned with
the use of the Fund in prior vears for political or military purposes.

Conclusion

Recent history makes it clear that 2 Contingency Fund is not a neces-
sary part-of the development assistance program. The bili contains
general authorities for most unexpected emergencies (particularly the
disaster assistance section) and permits program changes during the
fiscal year (with congressional notification) to permit the executive
branch sufficient flexibility to react to changed circumstances.

SectIoN 461
Text '

Skc. 461. AssisTaxce To Covn—ries HaviNg AcrariaN EcoNoMIES.—
(a) Wherever the President determines that the economy of any
country is in major part an agrarian economy., emphasis shall be placed
on programs which reach the people in such country who are engaged
in agrarian pursuits or who live in the viilages or rural areas in such
country including programs which will assist them in the establish-
ment of indigenous cottage industries, in the improvement of agricul-
tural methods ard techniques, anc which will encourage the develop-
ment of local programs of self-help and mutual cooperation. In such
country emphasis shall be placed also upon programs of community
development which will promote stable and responsible governmental
institutions at the local level.

(b) In presenting proposals to the Congress for fiscal year 1969 the
President shall include recommendations for imvroving and estab-
lishing agricultural research and training facilities in tropical and
subtropical regions of Latin America, Africa. and Asia. These rec-
ommendations shall be developed after consultation with the Depart-
ment of Agriculture. land-grent eolleges of agriculture, and other
appropriate institutions and organizations. including those in the
regions concerned.

Purpose
. Subsection (a) provides that the President shall place emphasis on
programs reaching people who are engaged in agrarian pursuits or
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who live in rural areas whenever the President determines that the
economy of any couniry is in major part an agrarian economy. Such
countries’ emphasis shall be placed also upon programs oi community
development which will promote stable and responsible governmental
institutions at the Jocal level. |

Subsection (b) required a report to be submitted with the con-
gressional presentation for fiscal year 1852 on recommendations for
improving and establishing agricultura] research and training facii-
:'ftge on tropical and subtropical regions of Latin America, Africa, and
Asia.

Background

_ Subsection (a) was enacted in 1961. The same policy concerns were
incorporated in FAA section 102 in 1973, Subsection (b) was enacted
in 1967,

Conclusion

The policy statements in subsection (2) have been included in the
policy provisions of existing FAA section 102 which would be incor-
porated into section 202 of the bill. The report required by subsection
(b) was furnished almost 10 years ago. This section is no longer

needed.

Text

Skc. 481. INTERNATIONAL Narcotics ControL.—(a) It is the sense
of the Congress that effective international cooperation is necessary
to put an end to the illicit production, smuggling, trafficking in, and
abuse of dangerous drugs. In order to promote such cooperation, the
President is authorized to conclude agreements with other countries to
facilitate control of the production, processing, transportation, and
distribution of narcotic analgesics, including opium and its derivatives,
other narcotic drugs and psychotopics, and other controlled substances
as defined in the Comprehensive Drug Abuse Prevention and Control
Act of 1970. Notwithstanding any other provision of law, the President
is suthorized to furnish assistance to any country or international orga-
nization, on such terms and conditions as he may determine, for the
control of the production of, processing of, smuggling of, and traffic in,
narcotic and psychotropic drugs. The President shall suspend eco-
nomic and military assistance furnished under this or any other Act,
and shall suspend sales under the Foreign Military Sales Act and
under title I of the Agricultural Trade Development ana Assistance
Act of 1954, with respect to any country when the President determines
that the government of such country has failed to take adequate steps
to prevent narcotic drugs and other controlled substances {as defined
by the Comprehensive Drug Abuse Prevention and Control Act of
1970) produced or processed, in whole or in part, in such country, or
transported through such country, from being sold illegally within the
jurisdiction of such country to United States Government personnel
or their dependents, or from entering the United States unlawifully.
Such suspension shall continue until the President determines that the
government of such country has taken adequate steps to carry out the
purposes of this chapter.

(b) (1) Not later than forty-five days after the date on which each
calendar quarter of each year ends, the President shall transmit to the

Szcrioxns 481-82
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Speaker of the House of Representatives, and to the Committee on
Foreign Relations of the Senate, a report on the programing and
obligation, on a calendar guarter basis, of funds under this chapter
prior to such date. ' ) _
(2) Not later than forty-five days after the date on which the second
calendar quarter of each year onds and not later than forty-five days
after the date on which the fourth calendar quarter of each year ends,
the President shall transmit to the Speaker of the House of Repre-
sentatives, and to the Committee on Foreign Relations of the Senate,
a complete and detailed semiannual repert on the activities and opera-
tions carried out under this chapter prior to such date. Such semi-
annual report shall include, but shell not be limited to—
(A) the status of each agreement concluded prior to such date
with other countries to carry out the purposes of this chapter; and
(B) the aggregale of obligations and expenditures made, and

the types and quantity of equipment provided, on calendar quarter
basis, prior to such date— - . .

(i) to carry out the purposes of this chapter with respect
to each country and each international organization receiving
assistance under this chapter including the cost of United
States personnel engaged in carrying out such purposes in
cach such country and with each such international
organization: )

(ii) to carry out each program conducted under this chapter
in each country and by each international organization, 1n-
cluding the cost of United States personnel engaged in carry-
ing out each such program; and .

(iii) for administrative support services within the United
States to carry out the purposes of this chapter, including cost
of United States personne} engaged in carrying out such pur-
poses of the United States. .

- {e) (1) Notwithstanding any other provision of law, no officer or
employee of the United States may engage or participate in any direct
Yico arrest action in any foreign country with respect to narcotics
control efforts.
(2) The President shall carry out a study with respect to methods

through which United States narcotics control programs in foreign
countries might be placed under the auspices of international or re-
gional organizations. The results of such study shall be transmitted
to the Speaker of the House of Representatives and the President of
the Senate not later than June 30, 1977.

Src. 489. AuTHORIZATION.—To carry out the purposes of section 481,
there are suthorized to be appropriated to the President $39,000,000

for the fiscal year 1978. Amounts appropriated under this section are
authorized to remain available untii expended.

Purpose

Section 481 expresses the recognition that international cooperation
is needed to curb the trade and abuse of nareoties: it also authorizes
the President to furnish assistance, enter into international agree-
ments, and suspend aid or sales under certain other acts to any country
failing to take adequate steps to prevent drugs from being illegally
sold to U.S. personnel or dependents abread or from unlawfully enter-



196

ing the United States. Subsection (b) of section 481 requires 11’8})01’&8
on the programing and obligation of funds and on activities ana opera-
tions. Subsection {¢) prohibits U.S. Government involvement in “direct
police arrest action” in a foreign country with respect to narcotics
control. Section 482 contains a separate authorization of funds for nar-
ecotics control programs,

Background )

Section 481, which originated in the Flouse Committes on Foreign
Afairs, was enacted in 1971. Subsections (b) and (c) were added in
1973 and 1976, respectively. Secticn 482 was added in 1972.

Conclusion

Seciions 481 and 482 are omitted from the FAA but not repealed,
and should be considered with an expanded Arms Export Control Act
since the program is implemented by the State Department.

Szction 494

Fext

‘Sec. 494, Disaster Rerier Assistance.—There are authorized to be
appropriated, in addition to other sums available for such purpases,
$65,000,000 for use by the President for disaster relief and emergency
recovery needs in Pakistan, and Nicaragua, under such terms and con-
ditions as he may determine, such sums to remain available until
expended. ‘

Purpose

Anuthorizes $65 million for disaster relief and emergency recovery
needs in Pakistan and Nicaragua.

Background

Section 494 was enacted in 1974, The disaster assistance authoriza-
tion at that time did not authorize sufficient funds to permit the United
States to respond adequately to the earthquake that devasated
Managua, Nicaragua, and to floods that occurred in Pakistan. This
provision was originally enacted as FAA section 452 (“Chapter 5:
Contingency Fund”). The Congress intended this authority to be used
for emergency relief and recovery efforts, and that any further T.S.
assistance would be contained in normal economic assistance programs.
Conclusion _

The disasters that prompted this subsection happened 414 to 5 years
ago. The funds have been expended and no funds were appropriated
in fiscal year 1978, The section is now unnecessary.

- SecTrox 494A
Text ‘

Sec. 494A. FamiNe AXp Disaster RELIEF TC¢ DROUGHT-STRICKEN
Arrican Natrons.—({a) The Cengress affirms the response of the
United States Government in providing famine and disaster relief
and related assistance in connection with the drought in the nations
of Africa. The President shall report to Congress as soon as possible
on solutinns to this problem of famine and further propose how any
of these solutions may be carried out by multilateral organizations.
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(b) Notwithstanding any prohibitions or restrictions contained in
this or any other Act, there is authorized to be appropriated to the
President, in addition to funds otherwise available for such purposes,
$110,000,000 to remain available until expended, for use by the Presi-
dent, under such terms and conditions as he may determine, for emer-
gency and recovery needs, including drought, famine, and disaster
relief, and rehabilitation and related assistance, for the drought
stricken nations of Africa. Of the amount authorized to be appropri-
ated under this subsection, not more than $10,000,000 shall be available

for Ethiopia. - '
Purpose

Authorizes, in addition to other funds available for such purposes,
$110 million for emergency and recovery needs, including drought,
famine, and disaster relief, and rehabilitation and related assistance,
for the droughi-stricken nations »f Africa. Not more than $10 mil-
lion can be used in Ethiopia. Subsection (a) requires the President to
report on solutions to the famine problem and, further, how they can

be implemented by multilateral organizations.

Background

Section 494A was originally enacted in 1978. It was intended to re-
spond to the severs drought affecting the Sahel region of Africa.

The FAA of 1973 originally designated this section as FAA section
639A and authorized $25 million for “Sahelian” disaster relief. The
Foreign Disaster Assistance Act of 1974 substituted “Drought-
Stricken African Nations” for “The African Sahel” and increased the
authorization to $110 million. The International Development and
Food Assistance Act of 1975 redesignated this section as FAA section
4944, :
Conclusion ' _

ATl funds appropriated pursuant to this authorization have not
been expended; approximately $1 millien remains unspent. ATD is
currently exploring the possibility of using some of these funds for
dronght assistance in Mauritania. However, FAA section 494A would
not be needed since section 793(c) of the bill would permit such funds
to be carried forward. ¥n addition, the bill, in title IT of chapter V,
contains authorizations for international disaster assistance which
would authorize programs like those specified in FAA section 494.

TAA sections 120 and 121 authorize funds for planning and imple-
menting a long-term development effort in the Sahel. This authority
is reflected in section 209 of the bill. '

SecTioN 495
Text _

Spo. 495, Cyprus Renier Axp REmaprivratioNn.—The President is
authorized to furnish assistance, on such terms and conditions as he
may Cetermine, for the relief and rehabilitation of refugees and other
needy people in Cyprus. There is authorized to be appropriated for
the purposes of this section, in 2ddition to amounts otherwise avail-
able for such purposes, $30 million. Such amount is authorized to re-
main available until expended. Assistance under this section shail be
provided in accordance with the policy and. general authority con-
tained in sectlon 49i. ‘
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Purpose ,

This provision authorizes the appropriation of $30 million on a
“no-year” basis for the relief and rehabilitation of refugees and other
needy people in Cyprus. Such assistance may be provided without
regard to the restrictions of the FAA or any other act in the same
maaner a8 assistance authorized under section 491.

Beackground :

Section 495 was added to the FAA in 15875, It was designed to meet

the humanitarian and emergency needs of the persons displaced by

the fighting on Cyprus.

Conclusion

Should renewed fighting brezk out, disaster assistancs funds could
be provided without the special authorization provided by FAA 405.
The general authority and authorization provided in sections 491-492
would suffice to provide assistance in such s “manmade” disaster. The
~ bill contains ample authority in title IT of chapter V for such dis-
asters. Section 495 is no longer necessary. The $30 million author-
ized in 1975 has been appropriated and obligated. '

Secrion 485A
Text -

Sec. 495A. Guaresara Rewer axp RemasiirratioN.—(a) The
President is authorized to provide assistance, on such terms and econ-
ditions as he may determine, for the relief and rehabilitation of the
people who have been victimized by the recent earthquakes in Guate-
mala. There is authorized to be appropriated to the President to carry
out the purposes of this section $25 million for the fiseal year 1976,
which amount is authorized to remain svailable until expended, except
that not more than $4 million of this amount shall be made available
for repairs to the Puerto Barrios Highway in Guatemala. Assistance
under this section shall be provided in accordance with the policy and
general suthority of section 491 of this act. Obligations incurred prior
to the enactment of this section against other appropriations or ac-
counts for the purpose of providing relief and rehabilitation assistance
to the people of Guatemalz may be charged to the appropriations
authorized under this section.

(b) Assistance made available under this section shall be distributed
to the maximum extent practicable through U.S. veluntary relief
agencies and other international relief and development organizations.

{(¢) In order to limit the extent of deaths, injuries, and destruction
in future earihquakes, assistance provided under this section which is
used for the construction of housing in the Republic of Guatemala
shall, to the maximum extent possible, be used for housing which is
constructed of seismic resistant materials or which will otherwise
minimize the danger of injury to occupants during future earth-
quakes; and the President should encourage the Government of the
Republic of Guatemala to promote the use of such materials.

(d) Notwithstanding any other provision of law, the amount au-
thorized to be appropriated ir subsection (a) of this section may be
used only for the purposes specified in this section. The authority con-
tained in section 610(a) of this act ma¥ nof be used to transfer funds
made availlable under this section.
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- {e) Not later than 60 days after the date of enactment of appro-
- pirations to carry out this section, and at the end of each quarter

- thereafter, the President shall transmit a report to the Commitiees on
Foreign Relations and Appropriations of the Senate and to the
Speaker of the House of Representatives on the programing and obli-
gations of funds under this section.

Purpose ‘ a
Section 495 A anthorizes the appropriation of $25 million to provide
relief and rehabilitation assistance to the people of Guatemala as a
result of an earthguake in February 1976, - '
This section was enacted to demonstrate the humanitarian concern

of the people of the United States for the people of Guatemala. It was
added to the FAA by Public Law 94276, effective April 21, 1976,
Conclusion _ o . :

‘The objectives that were the focus of this section have been met.
This section is no longer needed and section 793(c) of the bill would
insure that any furds siill remuining could be spent without a new
authorizing section in the bill. In any event, title IT of chapter V of
the bill would provide authority for any additional relief and rehabili-
tation that might be necessary in Guatemala.

Secrion 495B
Text _ _

S=c. 494B. Itany Reurer axp Remapmaration—(a) In addition to
amounts otherwise available for such purpose, there is authorized to
be appropriated $25 million for the fiscal year 1976 to furnish assist-
ance under this chapter for the relief and rehabilitation of the people
who have been victimized by the recent earthquake in Iialy. Amounts
appropriated under this section are authorized to remain available
until expended.

(b) There are authorized to be appropriated to the President
$30,000,000 for the fiscal year 1978 for relief, rehabilitation, and re-
construction assistance, in accordance with the provisions of Section
491 and on such terms and conditions as he may determine, for the
people who have been victimized by the recent earthquakes in Italy.
Amounts appropriated under this subsection are authorized to remain
available until expended. _

(c) Obligations incurred prior to the date of enactment of this sec-
tion against other appropriations or accounts for the purpose of pro-
viding relief and rehabilitation assistance to the people of Italy may
be charged to the appropriations authorized under this section. |

Purpose -

Section 495B(a) authorizes the appropriation of $25 million for
fiscal year 1976 for relief and rehabilitation of Italian earthquake
vietims.

Subsection {b) authorizes the appropriation of $30 million for the
fiscal year 1978 for the relief, rehabilitation, and reconstruction for the
people who have been victimized by earthquakes in Italy. Funds au-
thorized tec be appropriated under this section are authorized to be
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used in accordance with the provisions of FAA section 491 (1nterna-
tional Disaster Assistance). - ,

Subsection {c) permits obligations incurred prior to enactment of
this section for Jtalian relief and rehabilitation to be charged to the
appropriations authorized by this section. - =
Background ‘ B o

This section was added to the FAA in 1976. It authorized $25 million
for fiscal year 1976 for assistance to vietims of the earthquakes that
wrecked havoe in northeast Italy. Thesection was amended in 1977 to
add a new subsection (b) which authorized an additional $30 million
for earthquake assistance activities. Northeastern Italy was hil by two
earthquakes in 1976.. The first authorization occurred between the
first and the second earthquakes. The second authorization was in-
tended to respond to the ‘amage caused by the second earthquake.
Conclusion ' o |

Emergency relief and 1 litation funds in Italy should be fully
obligated during fiscal year .78. Any funds not obligated would con-
tinue to remain available for their original purposes under section
793(¢) of the bill. In addition, title IT of chapter V provides authority
for the rehabilitation and reconstruction provided in FAA section
495B. Therefore, that section is no longer necessary. '

Secrion 495C
Text :

Sec. 495C. Lesavox Reurer axp Renmssmaration.—(a) The Con-
gress, recognizing that prompt United States assistance is necessary
to alleviate the human suffering arising from the civil strife in Leba-
non and to restore the confidence of the people of Lebanon, suthorizes
the President to furnish assistance, on such terms and conditions as
he may determine, for the relief and rehabilitation of refugees and
other needy peorie in Lebanon.
~ (b) There is authorized to be appropriated to the President for
the purposes of this section, in addition to amounts otherwise avail-
able for such purposes, $20,000,000, which amount is authorized to
remain available until expended.

" {c¢) Assistance under this section shall be provided in aceordance
with the policies and general authority contained in section 491.

(d) Obligations incurred prior to the date of enactment of this

section against other appropriations or accounts for the purpose of
providing relief and rehabilitation assistance to the people of Leba-
non may be charged to the appropriations authorized under this sec-
tion. o '
(e) Not later than sixty days after the date of enactment of appro-
priations to carry out this section, and on a quarterly basis thereafter,
the President shall transmit reports to the Commitices on Foreign
Relations and Appropriations of the Senate and to the Speaker of
the House of Representatives regarding the programming and obli-
gation of funds under this section. ‘

Purpose ‘ _
~ To authorize $20 million for disaster relief in Lebanon.
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Background o

Section 495C was added to the FAA in 1976. 1t provided $20 mail-
lion for disaster relief and rehabilitation activities necessitated by the
civil strife in Lebanon.

Conclusion .

Although civil strife continues in Lebanon, the immediate and
emergensy needs for which this provision was enacted have been met.
The Congress did not suthorize or appropriate any additional funds
in fiscal year 1978 for activities authorized by this section. Any addi-
tional funding determined necessary for Lebanon relief and rehabili-
tation could ba provided under the authority of title 11, chapter V,
of the bill. Economic support for Lebanon would be provided under
section 502{f) of the bill. FAA section 495C is no longe- needed.

T SecTioN 495D-— T URBEY
Text _

Sro. 495D. Torsey ReLzer, REHABILITATION, AND BEecoNsTRUC-
rion—The President is requested to use up to $10,000,000 of the funds
madse available under section 492 of this Act to provide relief, re-
habilitation, and reconstruction assistance to the victims of the recent

earthquakes in Turkey.

Purpose

This section requests the President fo use up to $10 miliion of the
funds available under FA section 492 (International Disaster As-
sistance) to provide relief, rehabilitation, and reconsfruction assist-
ance to the viciins of earthquakes in Turkey. The section is not an
earmark of funds. It requests the President to use up to $10 million
in any fiscal year to assist earthquake victims in Turkey. '

Background '

Section 495D was enacted in 1977 as a Senate initiative and was in-
tended to demonstrate continued U.S. support for relief, rehabilitation
and reconstruction assistance to Turkey following disastrous earth-

quakes there in 1976.

Conclusion

The $10 million requested to be used was obligated in fiscal year
197. Additional authority for such activities is available in title II
of chapter V of the bill.

SzoTion 495D—RoxmaNia
Text

Sgc. 495D. Romaxtax Renier axp RemaemwrratioN.—(a) The Con-
gress, recognizing that prompt TU.S. gssistance 1is Tnecessary
to alleviate the human suffering arising from receni earthquakes in
Romania. authorizes the President to furnish assistance, on such terms
and conditions as he may determine, for the relief and rehabilitation
of refugees and other earthquake victims in Romania.

(b) There are hereby authorized to be appropriated to the President
for the fiscal year 1977, notwithstanding any other provisions of this
Act, in addition to amounts otherwise available for such purposes,
not to exceed $20,000,000, which amount is authorized to remain avail-
able until expended.
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(c) Assistance under tisis section shall be provided in accordance
with the policies and general authority contained in section 491.

(d) Obligation incurred prior to the date of enactment of this
section against other appropriations or accounts for the purpose of
providing relief and rehabilitation assistance to the people of Romanis
meay be charged to the appropriations authorized under this section.

(e) Not later than sixty days after the date of enactment of appro-
priations to carry out this section, and on a quarterly basis thereafter,
the President shall transmit reports to the Committees on Foreign
Relations and Appropriations of the Senate and to the Speaker of
the House of Representatives regarding the programming and obliga-
tion of funds under this section. o
~ (f) Nothing in this section shall be interpreted as endorsing any
mesasure undertaken by the Government of Romania which would
suppress human rights as defined in the Conference on Security and
Co-operation in Europe (Helsinki) Final Act and the United Nations
Declaration on Human Rights, or as constituting a precedent for er
commitment to provide U.S. development assistance to Romanisa,
and the Romanian Government shall be so notified when aid 1s fur-
nished under this section. :

Purpese

To authorize $20 million for relief and rehabilitation activities fol-

lowing a devastating earthquake in Romanis.

Background
" In March 1977, portions of Romania were devastated by an earth-
uake. Section 405D was enacted by Public Law 95-21, effective April
18,.1977. It was designed to respond to the emergency needs of the
Romanian people following the earthquake and to show tangible
support for rebuilding efforts in the health field and other public
sectors. Tt was emphasized that this was to be a one-time offer of
assistance and not a prelude to a broader commitment.

Conclusion

Now that this one-time commitment has been made, there is no
longer a need for the anthority contained in this section. Any funds
remaining to be obligated would be covered under section 793(¢c) of

‘thebill.

Text
SEc. 496, (2) AssiSTANCE T0 PORTUGAL AND PORTCGUESE COLONIES IN
Arrica Garxive IxpepENDENCE—There are authorized to be appro-
priated to the President for the fiscal year 1975, in addition to funds
otherwise available for such purposes, not tc exceed—
(1) $7,750,000 to make grants; and
(2) $17.250,000 to make loans;
to remain available until expended for use by the President in pro-
viding economic assistance, on such terms and condtions as he may
determine, for Portugal and the couniries and colonies in Africa
which were, prior to April 24,1974, eolonies of Portugal.
{b) Notwithstanding the provisions of section 620(r) of this Act,
the United States is authorized to forgive the lability incurred by the

Srcetion 496
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Government of the Cape Verde Islands for the repayment of a
$3,000,000 loan on June 30, 1975. :
(c) The President is authorized tc use up to $30,000,000 of the
funds made available under this part for the fiscal year 1976, in addi-
tion to funds otherwise available for such purposes, to provide de-
velopment assistancs in accordance with chapter 1 or relief and rehabi-
litation assistance in accordance with chapter 9 (including assistance
through international or private voluntary organizations; to coun-
tries and colonies in A frica which were, prior to April 25,1974, colonies
of Portugal. '

Purpose

This section authorized $25,000,000 for Portugal and to countries
which were Portuguese colonies prior to April 25, 1974, of which
®7,750,000 was to be provided on a loan basis and $17,250,000 on a grant
basis. Subsection (b) authorized the forgiveness of the liability of the
Government of the Cape Verde Islands for a $3,000,000 loan made
pursuant to the authority contained in subsection (2). Subsection {c}
authorized the additional use of $30,000,600 of FAA part I funds to
provide assistance to countries which were former Portuguese eolonies
in Africa. '

Background | )

~ Subsection {a) was enacted: (1) to assist and provide economic
support for Portugal at a critical period of time following a change
of government in April 1974, and (2) to assist the former Portuguese
colonies in Africa that were achieving independence during the same
PeSubsec’cion (b} was enacted to permit the forgiveness of a $3 million
loan to Cape Verde which was made pursuuat to the authority con-
tained in subsection (a). The extreme povery of the people of Cape
Verde and the country’s precarious economic situation made it inap-
propriate for the United States to require repayment. Specific legisla-
tion was required since FAA section 620(r) prohibits the forgiveness
of FAA loans.

Subsection {¢) was enacted to provide funding for assistance to
countries in Africa which were formerly Portuguese colonies, in addi-
tion to funds available under part I of the FAA for this purpose.
The subsection reflected a special congressional concern that the
United States should provide assistance to the newly independent
Portuguese-speaking African states.

Conclusion : '

A1 the funds authorized under subsection (2) have been obligated.
The subsection is no longer needed. The authority set forth in sub-
section (b) to forgive the $3 million loan to Cape Verde has been
exercised and this subsection is now obsolete. Subsection (¢) is now
obsol=te since it authorized additional funding for fiscal year 1976.

L Secrron 497
Text :
Sec. 497. Baraxce or Pavuexts Loax ror Porrtear—(2) In
ecognition of the established interest of the United States in foster-
ing a democratic government in Portugal, in maintaining the strength
23-347—7S—14
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of the North Atlantic Treaty Organization alliance, and in support-
ing Furepean economic recovery, the purpose of this section 1s to pro-
vide essential balance of payments assistance to Portugal.

{%) The President is authorized to make balance of payments sup-
port loans to Portugal as part of a special internatiopal effort to
assist that country in the development and implementation of a pro-
gram to gain financial stability and ecoromc recovery. .

(c¢) There nre authorized to be appropriated to the President not
to exceed $300,000,000 for the fiscal year 1978 to carry out the purposes
of this section, which amount is authorized to remain available until

expended.

Purpose

Subsections (a) and (k) of section 497 provide the justifications
and reasons for the anthorization for appropriation of $300 million
for balance-of-payments assistance to Portugal contained in sub-
section {¢). : _
Background

The inclusion of this provision was seen by the Congress as part of
& coovdi 2ted Internationsl effort fo stabilize the Portuguese economy.
In 1977, as a result of & series of events whiri caused major disloca-
tions in the Portuguese economy, Portugal was facing a balance-of-
payments deficit of $1 billion. The authority to provide balance-of-
payments support loans to Portugal was a 1-year authority intended
to provide bridge financing. This section has been omitted because the
funds have been appropriated and obligated. Circumstances have
changed and additional support is no longer deemed to be necessary.

Conclusion :

This section was added to the FAA in response to a serious balance-
of-payments deficit faced by Portugal in 1977. The circumstances
have changed and there is nc longer the need to provide balance-of-
payments support loans. Therefore, FAA section 497 is no longer
necessary.

, Secriex 601
Text

Sec. 601. ExcotragesMeNT oF Free EXTERPRISE AND PrivaTe Parric-
reation.—(a) The Congress of the United States recognizes the vital
role of free enterprise in achieving rising levels of production stand-
ards of living essential to economic progress and development. Ac-
cordingly, it is declared to be the policy of the United States to
encourage the efforts of other countries to increase the flow of inter-
national trade, to foster private initiative and competition, to encour-
age the development and use of cooperatives, credit unions, and savings
and loan associations, to discourage monopolistic practices, to improve
the technical efficiency of their industry, agricalture, and commerce,
and to strengthen free labor unions; and to encourage the contribution
of United States enterprise toward economie strength of less deszloped
friendly couniries, through private trade and investment : broad,
private participation in programs carried out under this Aect (includ-
ing the use of pivate trade channels to the maximum extent practicable
in carrying ont such programs), and exchange of ideas and technical
information on the matters covered by this subsection.
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(b) In order to encourage and facilitate participation by private
enterprise to the maximum extent practicable in achieving any of the
purposes of this act, the President. shali—

" (1) make arrangements to find, and draw the attention of
privsie cnterprise to opportunities for investment and develop-
ment in less developed coutntries and areas;

(2) establish an effective system for obtaining adequste in-
formation with respeet to the activities of, and opportunities for,
nongovernmental participation in the development process, and
for utilizing such information in the planning, direction, and
execution of programs carried out under this act, aud in the co-
ordination of such programs with the ever-incressing develop-
mental -activities of nongovernmental United States institutions;

(8) accelerate a program of negotiating treaties ior commerce
and trade, including tex treaties, which shall include provisions
to encou and facilitate the flow of private investment to, and
its equitable trestment in, friendly countries and areas partici-
pating in programs under this act;

(4) seek, consistent with the national inferest, compliance by
other countries or areas with ali treaties for commerce and frade
and taxes, and take all reasonable measures urder this act or other
authority tc secure compliance therewith and to assist United
States citizens in obtaining just compensation for losses sustained
by them or payments exacted from them as a result of measures
taken or imposed by anT country or area thereof in violation of
any such treaty; .

{5} to the maximum extent practicable carry out programs of
assistance through private channels and to the extent practicabie
in conjunction with local or governmental participation, includ-
ing loans under the authority of section 201 to any individual,
corporation, or other body of persons;

(6) take appropriate steps to discourage nationalization, expro-
priation, confiscation, seizure of ownership or ccnirol of private
investment and discriminatory or other actions, having the effect
thereof, undertaken by countries receiving assistance under this
act, which divert available resources essential to create new wealth,
employment, and productivity in those countries and otherwise
impair the climate for new private investment essential to the
stable sconomic growth and development of those countries:

(7) uiilize wherever practicable the services of United States
private enterprise (including. but not limited to, the services of
experts and consultants in technical fields such as engineering) ;

(8) utilize wherever practicable the services of United States
private enterprise on a cost-plus incentive fee contract basis to
provide the necessary skills to develop and cpersate a specific proj-
ect or program of assistance in 2 less developed friendly country
or area in any case in which direct private investment is not
readily encouraged. and provide where appropriate for the trans-
fer of equity ownership iIn such project or program {o private
investors at the earliest feasible time.

(e) (1) There is hereby establisheq an International Privafe In-
vestinent Advisory Council on Foreign Aid to be composed of such
number of leading American business specialists as may be selected,
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from time to time, by the Administrator of the Agency for Interna-
tional Development for the purpose of carrying oui the provisions of
this subsection. The members of the Council shall serve at the pleasure
of the Administrator, who shall designate one member to serve as
Chairman, ' . '

(2) It shall be the duty of the Council, at the request of the Admin-
istrator, to make recommendations to the Administrator with respect
to particular aspects of programs and activities under this Act where
private enterprize can play a contributing role and to act as laison for
the Administrator to involve specific private enterprises in such pro-
grams and activities, . :

(3) The merabers of the Advisory Council shall receive no compensa-
tion for their services but shall be entitled to reimbursement in ac-

cordance with section 5708 of tiile 5 of the United States Code for
travel and other expenses incurred by them in the performanece of
their functions under this subsection.

{4) The expenses of the Advisory Council shall be paid by the Ad-
ministrator from funds otherwise available under this act.

(d) It is the sense of Congress that the Agency for International
Development should continue to encourage, to the maximum extent
consistent with the nationa! interest, the utilization of engineering and
professional services of United States firms (including, but not limited
to, any. corporation, company, partnership, or other association) or
by an affiliate of such United States firms in eonnection with capital
projects financed by funds authorized under this act.

Purpose - _

The purpose of this section is to encourage free enterprise and pri-
vate participation in foreign aid programs. The section suggests
various means for carrying out this purpose ranging from utilizing
private commercial channels of trade in implementing AID pro-
grams, to accelerating a program of negotiating tax, commercs, an-
trade treaties, to discourage nationalization and expropriation. Sec-
tion €01 {c) establishes an International Private Investment Advisory
Council on Foreign Aid. Section 601(d) is a sense of Congress provi-
sion aimed specifically at utilizing U.S. engineering and other profes-
stonal services, | -

Background : _

Several porticns of section. 601 were originally enacted as parts of
the Mutual Security Act in the 1950°s. Other subsections of section 601
were added in 1961, 1963, 1964, and 19686. :

The various amendments or the same thems indicate congressional
interest in using the private sector in cerrying out the foreign aid
program and in encouraging free enterprise in the developing
countries. ' :

The International Private Investment Advisory Council does not
now exist. Because of the Advisory Committee Act, it could not be
reestablished wtihout reconstituting it in compliance with that act.

Conclusion

Section 601 is primarily a series of “best efforts™ provisions aimed
at encouraging private enterprise in carrring out U.S. foreign assist-
ance programs and in the developing countries themselves. Other dec-
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larations such as those urging the use of 11.S. engineering and other
professional firms, are unnecessary in view of consistent AID policies
on source and nationality. These interests are expressed in the new bill
m sections 301 and 601.

SecTroN 609
DLext

- SpECIAL AccoUNT—(a) In cases where any commeodity is to be
furnished on a grant basis under chapter 4 of vart T under arrange-
ments which will result in the accrual of proceeds to the recipient
country from the sale thereot, the Presidert chall require the recipient
country to establish a special account,and

(1) Deposit 1 the special account, under terms and conditions
as may be agreed upom, currency of the recipent country in
amounts equal to such proceeds; :

(2) Make available to the United States Government such
portion of the special account as may be determined by the Presi-
dent to be necessary for the requirements of the United States
Government: Provided, That such portion shall not be less than
10 per centum in the case of any cotuziry to which such minimum
require;}nent has been applicable under any act repealed by this
act; an — '

(3) Utilize the remainder of the Special Account for programs
agreed to by the U.S. Government to carry out the purposes for
which new funds authorized by this act would themselves be
available: Provided, That whenever funds such Special Ac-
count are used by a eountry o make lcans, all funds received in
repayment of such loans prior o termination of assistance to such
country shall be reused only for such purposes as shall have been

- agreed to between the country and the U.S. Government.

(b) Any unencumbered balances of funds which remain in the
account upon termination of assistance *o such couniry under this act
shall be disposed of for such purposes as may, subject to approval by
act of the Congress, be agreed to betwes:: such country and tie U.S.
(Government. '

Purpose

This section requires that loeal currency pruceeds from the sale of
commodities furnished on a grant basis under a security supporting
assistance program be deposited in a special account. Such portion
must be made available to the U.S. Government as it determines it
requires, with the balance to be used for mutualily agreed purposes for
which new funds authorized by the FAA would themselves be made

- available. :

Background _ _ _

When this section was reenacted into the FAA in 1961, the Con-
gress anticipated that a considerable portion of the economic assist-
ance would be grant supporting assistance and would be used to
finance commodity imperts. For the past several vears, however, grant
supporting assistance funds have rarely been used to finance com-
modity imports (Israel is the only country with a grant SSA CIP
program). Agreement is routinely reached on the mutunally agreed
counterpart fund purposes.
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Conclugion

As the nature of economic assistance programs has shifted over the
years, this provision has become increasingly unnecessary.

SecrIox 613

Text

CoxTracT AvTHORITY.—Provisions of this act authorizing the ap-
propriation of funds shall be construed to authorize the granting in
any appropriation Act of authority to enter into contracts, within the
amounts so authorized to be appropriated, creating obligations in ad-
vance of appropriations.
Purpose

‘When an appropriations act does not appropriate the entire amount
authorized to be appropriated, this seetion permits the appropriations
act to authorize contracting in excess of the sums appro-
priated up to the amount authorized, creating obligations in
advance of appropriations.
Background

‘Section 615 was originally enacted in 1956. No appropriation act
has ever responded to this authorization,

Conclusion
~ Since the authority of section 615 has never been used in the 21 years
since its enactment, it is apparent that it is not necessary.

 Secrion 618

Text

Sec. 618. Use or SzrriemeENT REczprs.—United States doliars
directlyl paid to the United States under the Agreement between the
United States of America and Japan Regarding the Settlement of
Postwar Economic Assistance to Japan may be appropriated or other-
wise made available to the President in any appropriation Act, within
the limitations of part I of this Act, to carry out the provisions of that
part.

Purpose . o o .

This section was enacted to implement the agreement between the
United States of America and Japan regarding the settlement of post-
war economic assistance to Japan. . '
Background . ,

On January 9, 1962, the United States and Japan signed an agree-
ment for the final settlement of all economic assistance furnished to
Japan by the United States Government between 1945 and 1952. Un-
der the agreement Japan paid the United States $490 million. At the
request of Japan, the United States agreed to use the major portion for
economic assistance to less developed countries. Hence this provision.

This provision autherized the use of dollars paid from time to time
under the agreement for the purpose of part I of the FAA. The $430
million owed by Japan has been paid to the United States and has been
used for development purposes. ' .
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Conclusion o _
The provision is no lon%gr required because all funds owed by Japan
have been paid and used by the United States under the terms of the

agreement.
Text

Sgc. 619. Assierance To Newry InpepEnpexT COUNTRIES.—AsSist-
ance under part I of this Act to newly independent countries shall, to
the meximum extent appropriate in the circumstances of each case, be
furnished through multilateral organizations or in accordance with
multilateral plans, on a fair and equitable basis with due regard to
self-help. . _ S ,

Purpose : _ _
© Section 619 provides tl.at assistance under part I of the FAA to
newly emerging nations shall, to the maximum extent appropriate 1n
the circumstances of each case, be furnished through multilateral or-
ganizations (or multilateral plans), on a fair and equitable basis with
due regard to self help. .

Background
Section 619 was enacted in 1961. It has not been amended since.
The section is a policy statement which has been reflected in other
sections of the FAA, e.g., sections 102, 209, 801-303. Chapter IV ofthe
bill emphasizes similar priorities for multilateral development

gssistance,

Conclusion ' .

Section 619 is a policy statement in the FAA dating from 1961 that
has since been superseded by more definitive and complete statements
in the FAA. Farther, chapter IV of the bill would consolidate the
various provisions related to multilatersal assistance. ' :

Seorron 620(a) (1)

~ Secrion 619

Text ‘ . :
" No assistance shall be furnished under this Act to the present Gov-
ernment of Cuba. As an additional means of implementing and carry-
ing into effect the policy of the preceding sentence, the President is
authorized to establish and maintain a total embargo upon all trade
between the United Statesand Cuba. ' '
Purpose _ - ' ,

_ Section 620(a) (1) prohibits assistance under the FA A to the present
(overnment of Cuba. Also, it anthorizes the President to place an em-
bargo upon all trade between the United States and Cuba. »

Background o .
-.'This section of the FAA was added in 1961. The prohbition on
assistance is duplicated in the FAA by section 620(f), which names
Cuba as 2 Communist country. In the new bill, section 767(e} pro-
hibits assistance suthorized under the bill from being furnished to
any Communist country. Thus, notwithstanding the omission of FAA
section 620(a) (1), the present Government of Cuba, which 1s Com-
munist, would be prohibited from receiving ai. under the bill.
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The second portion of FAA section 620(a) (1), relating to the trade
embargo, duplicates authority already held by the President under
section 5(G) (1) (B) of the Trading With the Enemy Act.
Conclusion " S

The intent of FAA section 620{a} (1) is carried out by section 767
(e) of the bill.

Text

Except as may be deemed necessary by the President in the interest
of the United States, no assistance shall be furnished under this Act
to any government of Cuba, nor shall Cuba be entitled to receive any
g&ota authorizing the importation of Cuban sugar into the United

Seorion 620{a){(2)

tates or to receive any other berefit under any law of the United
States until the President determines that such government has taken
appropriaie steps according to international law standards to refurn
to United States citizens, and to entities not less than 50 per centum
beneficially owned by United States citizens, for property taken from
svch citizens and entities on or after January 1, 1959, by the Govern-
ment of Cuba.

Purpose '

This provision states that, except as the President may deem neces-
sary in the national interest, no assistance shall be furnished under the
FAA to any Government of Cuba, and Cuba shall not receive the bene-
fit of a sugar quota, or other benefit under United States law, until
Cuba has taken appropriate steps according to international law to
return property exprepriated from United States citizens.

Baockground : _

‘This subsection is omitted from the bill because it is redundant. The
effective ban to assistance to the present Government of Cuba under
the bill is described ebove in connection with FAA section 620(2) (1).
With respect to assistance to 2 non-Communist government of Cuba, 1t
is reasonable to sssume that such aid would only be furnished if it was
geeined necessary by the President and in the interest of the United

tates. :

‘With respect to the sugar quota, section 408(c) of the Sugar Act of
1948, as amended (7 U.S.C. 1158), authorizes the President to with-
hold all or any part of the sugar quota of any country if it has, among
other things, expropriated U.S. property and failed within 6 months
to take appropriate steps to discharge its obligations. Moreover, the
Sugar Act also requires that “during the current period of suspension
of diplomatic relations between the United States and Cuba” the
quota for Cuba shall be withheld. (7 U.S.C. 1112(d) (1) (A))

Conclision 7

The intent of FAA section 620(a) (2) is carried out by section 767
(e) of the biil. | '
Text . ‘ _
~ No assistance shall be provided under this Act to the government
of any country which is indebted to any United States citizen or per-
son for goods or services furnished or order where (i) such citizen or

SecTioN 620(c)
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person has exhausted available legal remedies, which shall include
arbitration, or {ii) the debt is not denied or contested by such govern-
ment, or {iii) such indebtedness arises under an unconditional guar-
anty of payment given by such government, or any predecessor
government, directly or indirectly, through any controlled entity:
Provided, That the President does not find such action contrary to the
national security.
Purpose

This amendment was intended to assure that assistance under the
FAA would not be provided to foreign governments which received
henefits from goods and services provided by U.S. citizens or firms but
which refused to make full payment, unless the President finds the
action wculd be contrary to national security.

Background
Section 620(c) was added to the FAA of 1961. It was proposed in
nse to two specific situations in which U.S. companies had pro-
vided goods and services to foreign governments but were unable to
obtain payment.

If a U.S. claimant has exhausted 2ll legal remedies and a foreign
government still refuses to pay a valid, uncontested debt, there are
many ways in which the United States can assist the claimant short
of a termination of assistance under the FAA. However, few cases
approach the threshold where invocation of section 620{c) is consid-
ered, in part because developing countries have a strong need of their
own to kees their commercial credit sound.

Conclusion.

Section 620{c} is an extreme remedy, particularly now that aid
programs focus principally on basic human needs of the poor. More-
over, the section could be triggered by a claim no matter how small;
and the national securi y standard which must be met to continue the
assistance is a high standard. To require termination of a program
benefiting the needy because of a routine commercial dispute is not
in keeping with the intent of the “new directions” mandate that Con-
gress enacted in 1973.

: Secriox 620(d)

Text

(d) No assistance shall be furnished under section 201 of this Act
for construction or operation of any productive enterprise in any coun-
try where such enterprise will compete with TUnited States enter-
prise unless such country has agreed thet it will establish appropriate
procedures to prevent the exportation for use or consumption in the
United States of more than 20 per centum of the annual production
of such facility during the life of the loan. In case of failure fo
implement such sgreement by the other contracting party, the Pres-
ident is authorized to establish necessary import controls to effectuate
the agreement, The restrictions imposed by or pursusnt to this sub-
section may be waived by the President where he determines that
such waiver is in the national security interest.

Purpose - __

" This section is designed to protect American industry from competi-
tion from foreign industries built by U.S. aid funds. The application
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of the section is limited to situations where the product of the enter-
prise being assisted will compete in the U.S. market directly with
the produet of the United States.

Background

This provision was enacted in 1961 and has not been amended
since. It was intended to prohibit U.S. assistance funds from being
used to establish industries in foreign countries which produce for the
Armerican marvket.

Since the enactment of the new directions mandate, U.S. foreign
assistance has not financed large capital industries in developing
countries. Under current law, U.S. foreign assistance funds more
typically are used to assist in developing small-scale cottage industries
and rural agricultvre in which the poor directly participate. '

The concern of FAA section $26(<} is one that will be taken into
account in OPIC’s operations under section 311{c)(8) of the bill
That section requires OPIC to further, in 8 manner consistent with
its goals, the balance-of-payments and employment objectives of the
United States.

Conclusion :

The new directions mandates require thai assistance be directed
toward improving the lives of the poor in the developing world.
Since U.S. assistance is not used to promote large capital industries
and since small-scale industry and agriculture does not significantly
affect the U.S. economy, FAA section 620(d) is no longer reguired.

Sectiox 620(e) (1)
Text
{e) (1) The President shall suspend assistance to the government
of any country to which assistance is provided under this or any other
Act when the government of such country or any government agency
or subdivision within such country on or after January 1, 1962—
(A) has nationalized or expropriated or seized control of prop-
erty owned by any United States citizen or by any corporation,
partnership, or association not less than 50 per centum benefically
owned by United States citizens, or
(B) has taken steps to repudiate or nullify existing contracts
or agreements with any United States citizen or any corporation,
partnership, or association not less than 50 percentum beneficially
owned by United States citizen, or
{C) has imposed or enforced discriminatory taxes or other
exactions, or restrictive maintenance or operational conditions,
or has taken other actions, which have the effect of nationalizing,
- expropriating, or otherwise seizing ownership or control of prop-
erty so owned,
and such country, government agency, or government subdivision fails
within a reasonable time (not more than six months after such action,
or, in the event of a referral to the Foreign Claims Settlement Com-
mission of the United States within such period as provided herein, not
more than twenty days after the report of the Commission is received)
to take appropriate steps, which may include arbitration, to discharge
its obligations under international law toward such citizen or entity,
including speedy compensatior for such property in convertible for-
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eign exchange, equivalent to the full value thereof, as required by in-
ternations] law, or fails to take steps designed to provide relief from
such taxes, exactions, or conditions, as the case may be; and such sus-
pension shall continue until the President is satisfied that appropriate
. steps are being taken, and the provisions of this subsection shall not
be waived with respect to any country unless the President determines
and certifies that such a waiver is important to the national interests
of the Tinited States. Such certification shall be reported immediately
to Congress. - ]

Upon request of the President (within seventy days after such action
referred to in subparagraphs (A), (B), or (C) of paragraph (1) of
this section), the Foreign Claims Settlement Commission of the
United States (established pursuant to Reorganization Plan No. 1 of
1954, 68 Stat. 1279) is hereby authorized to evaluate expropriated
property, determining the full value of any property nationalized,
expropriated, or seized, or subject to discriminatory or other actions
as aforesaid, for purposes of this subsection and to render an advisory
report to the President within ninety days after such request. Unless
authorized by the President, the Commission shall not publish its ad-
visory. report except to the citizen or entity owning such property.
There is hereby suthorized to be appropriated such amount, to remain
available until expended, as may be necessary from time to time to
enalile the Commission to carry out expeditionsly its functions under
this subsection.

Purpose .
Section 620(e) (1) requires the President to suspend assistance
unhdie;‘l the F*AA ‘or any other act to the government of any country
which:
(1) Espropriates property of U.S. citizens or T.S.-owned

?
(2) Nullifies 2 contract with a U.S. citizen or U.S.-owned
firm;or
(3) Has imposed discriminatory taxes or other measures which
have the effect of expropriating property sc owned, if the country
fails within nor more than six months to discharge its obligations
under international law, including speedy, full compensation.

Beckground

This provision was enacted in 1962. It has been invoked to suspend
assistance only once: After Ceylon nationalized the property of an
American oil company, and compensation was not negotiated with
sufficient rapidity.
Conclusion |

The provision may have seemed a more appropriate vehicle of U.S.
policy when foreign assistance concentrated more on large capital
projects. Now, however, the “New Directions” mandate requires that
aid be directed to alleviating the basic human needs of the poor, and
section 620(¢e) (1) is no longer appropriate to development legislation.

The fact that the cutoff provision containec in section 620(e)( 1)
has been used only once reflects the fact that the Department of State
has many effective, nonstatutory, means of assuring that other nations
do not expropriate U.S. property without just eompensation.
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Section 620(e) (2) is not repealed by the bill (section 792). It pro-
vides assurance that U.S. courts will remain effective forums for those
- seeking relief from the confiscation of property by other nations in
violation of international law. This codifies the policy enunciated in
the case of Sadbatinov. U.S. '

Secron 620(g)
Text :

Notwithstanding any other provision of law, no monetary assistance
shall be made ava:lable under this act to any government or political
subdivision or agency of such government which will be used to com-
pensate owners for expropriatéd or nationalized property and, upon
finding by the President that such ussistance has been used by any
government for such purpose, no further assistance under this act
shall be furnished to such government until appropriate reimbursement
is made to the United States for sums so diverted.
Purpose : '

~This provision prohibits any government agency which has received
funds under the FAA to use such funds to compensate owners for
expropriated or nationalized property. Reimbursement is required if
a finding is made that funds were used for this purpose.
Background

This subsection was enacted as a_companion provision to section
620{e) relating to expropriations of U.S. owned property by forsign
governments. It was extended to assure that foreign governments did
not divert U.S. assistance funds from development projects to pay
U.S. citizens for expropriated property. , .
Conclusion

Section 620{g) is not compatible with the new directions mandate.
United States assistance is now provided to develop overall projects
intended to meet the basic human needs of the poor. There is little, if
any, opportunity for foreign governments to divert funds from these
development projects to compensate owners of expropriated property.
Alternative means also exist to assure that foreign governments use
local funds to make such compensation. Therefore, this section is no
longer necessary.

Secrron 620(h)

Text . , _
(h) The President shall adopt regulstions and establish procedures
to insure that U.S. foreign 2id is not used in a manner which, contrary
to the best interests of the United States, promotes or assists the foreign
aid projects or activities of the Communist-bloc countries.
Purpose

This provision is intended to prevent the use of U.S. funds to pro-
mote or assist foreign aid programs of Communist countries. The
statute uses the term “contrary to the best interests of the United
States” to provide flexibility in extending assistance where a total pro-
hibition on “commingling” is impraetical or would seriously inhibit
participation which could in fact advance the best interests of the
United States. N . R
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Background =~ - R -

" In one instance in 1962, U.S. foreign assistance funds to Cambodia
were found to have been expended in ways which promoted Russian
and Chinese Communist hospital and radio projects. The credit for
completing the projects was given to the Soviets. Executive branch
~ review of project proposals and project implementation now follow
procedures designed to avoid “commingling”.

The provision imposes unnecessary statutory constraints in extend-
assistance to countries because greater oversight controls have
been established by the executive branch and Congress in the use of

foreign assistance funds.
o o ‘  SEcTioN 620(1)
Texr . ' | ‘
(i) No assistance shall be provided under this or any other Act, and
no sales shall be made under the Agriculiural Trade Development
and Assistance Act of 1954, to any country which the President de-
termnines is engaging in or preparing for aggressive military efforts, or
which hereafter is officially represented at any internationl confer-
ence when that representation includes the pianning of activities in-
volving insurrection or subversion, which military efforts, insurrec-
tion, or subversion, are directed against—
{1) the United States,
(2) any country receiving assistance under this or any other
Act,or
~ (3) any country to which sales are made under the Agricul-
tural Trade Deévelopment and Assistance Act of 1954,

until the President determines that such military efforts or prepara-
tions have ceased, or such representation has ceased, and he reports
to the Congress that he has received assurances satisfactory to him
that such military efforts or preparations will not be renewed, or that
such representation will not be renewed or repeated. This restriction
may not be waived pursuant to any authority contained in this Act.

Purpose

This subsection is intended to assure that no assistance under the
FAA or any other act will be provided and no sales made under Pub-
 Yic Law 480 to any country which the President determincs is engag-
ing in or preparing or aggressive military efiorts against the United
States, against another country receiving assistance under the FAA or
against a country to which sales are made under Public Law 480. The
President may not resume the assistance or sales until he reports to
Congress that he has assurance that such military efforts or prepara-
tion will not be renewed. This restriction may not be waived by any
authority inthe FAA. o -
Background
_ "The subsection requires the President to decide when a country “is
engaging in or preparing for aggressive military efforts”™. The
amendment, added to the FAA in 1963, was primarily the resuit of

concern in Congress over the relationship between Egypt and Israel,
although other situations were also considered. The threat of termina-




216

tion of U.S. assistance has apparently had little, if any, effect on
persuading countries to refrain from hostilities if they are other-
wise inclined to go to war over issues they consider vital. ,
Other provisions relating to termination of assistance are sufficien®
to assure that U1.S. assistance may be stopped at any time the assist-

ance is not in the interests of the United States.

Conclusion : _
The provision has had little, if any, success in preventing the out-
vreak of wars. Since there is no provision for exemptions, it may im-
pede U.S. diplomatic initiatives to promote peace between potential
beliicerent countries. Other provisions permitting termination of as-
sist-nce by Cengress (for example, section 617 of the FAA which be-
_comes section 763 of the bill) or the President provide sufficient as-
surances that 17.S. assistance will not be misused. A similar provision
to 620(i) should be considered for an expanded Arms Export Control

Act, . . .
' - SecrioN 620(j)

Fext : o ‘
~ {j) The President shall consider terminating assistaace under this
or any other Act to any country which permits, or fails to take ade-

uate measures to prevent, the damage or destruction by mob action
of “rnited States property within such country, and fail to take appro-
priate measures to prevent a recurrence thereof and to provide ade-
quate compensation for such damage or destruction.

Purpose

The effect of this subsection is to vequire the President to consider
terminating assistance to any country which fails to protect U.S. prop-
erty from mob action and to provide adequate compensation for such
damage. '

Background '

In the 1960%, mobs composed chiefly of students demonstrating
against the policies of the United States in Indochina attacked and
damaged a number of T.S. embassies, consulates, and USIA libraries.
FAA section 620(j) was enacted in response to those attacks and the
failure of some governments to adequately protect U.S. property. One
of the obligations imposed by international law on a state which is
host (the “receiving” state) to the-embassy, consulate, or other govern-
inental offices of another siate (the “sending” state) is the obligation
to protect adequately the offices and property of the sending state.
Compensation is due under international law for failure to meet this
standard of protection. _ ' :

“These obligations of 2 receiving state to protect the property of a
sending state, or to compensate it, would exist even without FAA sec-
fion 620(j), as would the authority of the President to consider ter-
minating, or {o terminate, assistance. '

Conclusion -

The subsection is unnecessary since it reflects existing rights under
international law, and since assistance could in any event be terminated
bv the President or the Administrator or by exercise of the power re-
served to the Congress under seciion 763 of the bill, Incidents which
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might call the provision into play have been few in recent years, but
should relations between the United States and a recipient of U.S.
assistance deteriorate to such a degree that mob violence becomes a
problem, the avenues of redress described above would exist without
continuation of this subsection. :

, Sectrox 620(1)
Text .

The President shall consider denying assistance under this Act to
the government of any less developed country which, after Decem-
ber 31, 1966, has failed to enter into an agreement with the President
to institute the investment guaranty program under section 221(b) (1)
of this Act, providing protection against the specific risks of incon-
vertibility under subparagraph (A}, and expropriation or confisca-
tion under subparagraph (B), of such section 221(b) (1). '

Purpose

Section 620(1) requires the President to consider denying assistance
to the government of any less developed country which has not entered
into an investment guaranty sgreement covering the specific risks of
inconvertibility and expropriation..

Background =~ ' . _

Section 620(1) originated as 2 House flcor amendment in 1963, the
same year the Senate added 620(¢é). These amendments responded to a
continuing concern by American investors as a resnlt of expropriation
actions taken or threatened by & number of countries.

Most countries which receive assistance under the FA A have entered
into agreements relating to inconvertibility and expropriation. In the
few countries which have not, U.S. investment is so minimal that
assistance underthe FA A hasnot been affected.

The current bilateral assistance strategy of aiding the poorest people
in the poorest nations has relatively little relationship to U.S. private
investment. To seek 1o frotect and foster private investment by
threatening to terminate development assistance would appear incon-
sistent with the stated goals of such assistance. Of course, in order to
obtain an OPIC guarantee, 5 developing country must enter into an
agreement on investment (section 817(a-b)).

Conclusion
The provision served its purpose and is now largely cbsolete; its

omission is appropriate.
7 ' SecrioN 620{0)

Text

In determining whether or not to furnish assistance under this Act,
consideration shall be given to excluding from such assistance any
country which hereafter seizes, or imposes any penalty or sanction
against any United States fishing vessel on account of its fishing
activities in international waters. The provisions of this subsection
shall not be applicable in any case governed by international agree-
ment to which the United Statesisa party.

Purpose :
_To discourage assistance to countries which extend and enforce their
claims to fishing rights beyond the traditional three mile limit to terri-



218

torial sovereignty and beyond the more recently accepted (as of 1965)
12-mile limit for fishing rights. . :

- To promote freedom 1n the use of the high seas and to provide lever-
age for international negotiations regarding fishing rights and eco-
nomic ocean zones. _ :

Background

Section 620{0) was added to the FA A in 1965. The amendment was
in response to seizures of U.S. fishing vessels fishing outside the 12-
mile Iimit. A number of Latin American governments claimed 200-mile
jurisdiction over waters adjacent to their coasts. The United States
waﬁttsgpting to persuade these governments to foliow the customary
3-mile rule. :

Jonclusion _

The need for such a provision has been eliminated since the United
States adopted the 200-mile limit pursuans to section 101 of the Fish-
ery Conservation and Management Act of 1976 (18 U.S.C. 1811).

; SecTioN 6206(m)
Text

No assistance shall be furnished on a grant basis under this act to
any economically developed nation capable of sustaining its own de-
fense burden and economic growth, except (1) to fulfill commit-

ments made prior to July, 1963, or (2) additional orientation and
training expenses under part II hereof during each fiscal year in
amount not to exceed $500,000. _

Purpose -
To end U.S. grant assistance, both military and economic to coun-
tries no longer considered “less developed™.

Background

Subsection {(m) was intended fo, and did, result in the termination
of grant FAA programs to developed countries. Most such assistance
consisted of relatively small programs. under the military assistance
authorities, to European countries. Military assistance under the FAA
is not restricted to developing countries, for example, FA A section 503
authorizes assistance to “friendly countries™.

Conclusion

The policy of the bill, and its authorizations for functional cate-
gories, are addressed to developing countries, Military assistance is not
authorized in the bill. Assistance under title I of chapter V, Economic
Support Funds, is not expressly limited to developing countries, but is
limited to those countries and areas for which assistance is specifically
authorized. In addition, assistance to any country is subject to con-
gressional scrutiny in the congressional presentation or by notification
of program change under section 782 of the bill. Therefore, a pro-
vision such as FAA section 620(m) is not necessary in the biil.

Secrion 620(s)
Text
_{s}(1) In crder to restrain arms races and proliferation of sophis-
ticated weapons, and to insure that resources intended for economic
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development are not diverted to military purposes. the President shall
take into account before furnishing development loans, alliance loans
or supporting assistance to any” country under thisact, and before mak-
ing sales uuder the Agricultural Trade Development and Assistance
Actof 1954, as amended :

(A) the percentage of the recipicnt or purchasing country’s
budget which is devoted to military purposes;

(ﬁ) the degree to which the recipient or purchasing country is
using its foreign exchange resources to noquire military equip-
ment; and

(C') the amcunt spent by the recipient or purchasing country
for the purchase of sophisticated weapons systems, such as missile
systems and jet aircraft for military purposes, from any country.

(2) The president shall report annually to the Speaker of the
Tlouse of Representatives and the Committee on Foreign Relations of
the Senate his actions in carrying out this provision.

Purpose
Subsection (s) provides that, to restrain arms races and prolifera-
tion of sophisticated weapons, and to insure that economic development
resources are not diverted to military purposes, the President shall take
into account, before furnishing development or alliance loaus, or sup-
porting assistance, or before making rublic Law 480 sales, to a
country :
' (A) the percentage of its budget used for military purposes;
(B) the degree it is using its foreign exchange for military
equipment; and
(C) the amount it spends for sophisticated weapons systems.
An annual report to the Congress on this section is required.

Background

This section provides guidance to the President on criteria to be
considered in extending eccaomic assistance. It does not contain an
outright prohibition. The bill provides a clear policy direction that
assistance should be concentrated in countries which inake effective use
of such assistance and puisue approprate development strategies.
(See, for example, sec. 207(b)(4) of ths bill.) A similar reporting
requirement to t.:. of ¥YAA scetion 620(s) will be included in an
expanded Arms Export Control Act.

Conclusion

A country’s expenditures for military purposes are best evaluated
in the context of its overall resources and developm nt efforts. This
evaluation is specifically provided for in section 201(b) (4) of the bill.
The reporting requircment will be included in an expanded Arms
Export Control Act. Hence the bill does not need & scparate section
parallel to FA A section 620(s).

Szcriox 620(%)
Lext
No assistance shall be furnished under this or any other Act and
no sales shall be made under the Agricultural Trade Development
and Assistance Act of 1954, in or to any country which has severed or
hereafter severs diplomatic relations with the United States or with
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which the Urited States has severed or hereafter severs diplomatie
relations, unless (1) diplomatic relations have been resumed with
such country and (2% agreements for the furnishing of such assistance
or the making of such sales, as the case may be, have been negotiated
and entered into after the resumption of diplomstic relations with

such country.

Purpose - _

Prohibits furnishing assistance under the FAA or any other act,
including sales under Public Law 480, in or to our country when
diplomatic relations between such country and the United States
“have been severed by either country until (1) diplomatic relations are
resumed, (2) agreements for furnishing such assistance or making
such sales have been made after the resumption of relations.

- Background
The subsection was enacted in 1967, following the severance of
diplomatic relations with the United States by several Arab nations
afier the Israeli Arab war of 1967. _

Conclusion

Current U.S. foreign policy would terminate assistance to countries
breaking diplomatic relations with the United States. However, there
may be valid reasons why the United States would want to keep a
nonpolitical, nondiplomatic presence in such countries. For example,
such action would be consistent with the humanitarian nature of
certain U.S. development assistance programs. (Vote that sec. 620(t)
does not apply to Peace Corps programs.) In addition, it may serve
17.S. interests to have a limiied assistance program in such a country
as a way of improving relations before full-scale diplomatie relations
“1ave been reestablished. FAA section 620(t) currently prohibits the

- use of assistance to accomplish these objectives.

SecTIoN 620(u)

Text

In any decision to provide or continue to provide any program of
assistance to any couniry under the Foreign Assistance Act of 1961,
as amended, there shall be taken into account the status of the country
with respect to its dues, assessments, and other obligations to the
United Nations; and where such country is delinquent with respect
to any such obligations for the purposes of the first sentence of Article
19 of the United Nations Charter, the President shall furnish the
Commitfee on Foreign Relations of the Senate and the Speaker of
the House of Representatives a report setting forth the assurance
given by the government of the country concerned of paying all of
its arrearages and of placing its payments of such obligations on
a, current basis, or full explanation of the uwnusual or exceptional
circumstances which render it economically incapable of giving such
ASSUTAnCes.
Purpose

Subsection (u) requires that (a) in determining whether assistance
under the FAA should be furnished to any country there shall be taken
into account the status of such country with respect to its dues, assess-
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ments, and other obligations to the U.N.; and (b) if such country be
more than 2 years delinquent, the President shall submit to Congress a
report, either (1) setting forth the recipient country’s assurance that
all arrearages will be paid or (2) explaining the unusual or excep-
tional circumstances which render the country economically incapable
of giving such assurance.

Background

This provision was intended to encourage U.S. aid recipients to
meet their U.N. dues and obligations. At present, the following coun-
tries are in arrears: Central African Empire, Congo, Sudan, Togo,
Lebanon, Syria, North Yemen, Dominican Republic, Haiti, Nicara-
gua, and Paraguay. These arrears relate principally to the cost of
vhe U.N. peacekeeping force for the Congo. The U.N. does not treat
such arrearages as a violaticn of article 19 of the U.N. Charter.

Conclusion

The international community and the U.N. can bring greater
influence to bear on developing countries to meet their U.N. obligations
than can the United States through this provision.

SectioN 620(w)
Text

(1) All military, economic, or other assistance, all sales of defense
articles and services (whether for cash or by credit, guaranty, or any
other means), all sales of agricultural commodities (whether for cash,
credit, or by other means), and all licenses with respect to the trans-
portation of arms, ammunitions, and implements of war (including
technical dala relating thereto) to the Government. of Pakistan under
this or any other law shall be suspended on the date of enactment of
this subsection. , _ _

(2) The provisions of this subsection shall cease to apply when
the President reports to the Congress that the Government of Pakis-
tan is cooperating fully in aliowing the situation in East Pakistan to
return to reasonable stability and that refugees from East Pakistan in
India have been allowed, to the extent feasible, to return to their
homes and to reclaim their lands and properties.

(3) Nothing in this section shall apply to the provision of food
and other humanitarian assistance which is coordinated, distribated,
or monitored under internsational auspices.

Purpose ,

This provision was intended to induce the Government of Pakistan
to cooperate fully in allowing the situation in Bast Pakistan to return
to stability and to permit refugees from East Pakistan in India to
return to their homes and to reclaim their lands and properties.
Background

Subsection (w) was enacted during the India-East Pakistan con-
flict in 1971 and was intended to influence the Government of Pak-
istan to refrain fromn harsh actions in East Pakistan. Conditions in
FEast Pakistan have since changed and Pakistan and the new nation
of Bangladesh have normalized relations.
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Background

The independence of Bangladesh and the normalization of relations
have made the provision obsolete. |

SectIoN 620(x)
Text
(x)(1) All military assistance, all sales of defense articles and
services (whether for cash or by credit, guaranty, or any other
means), and all licenses with respect to the transportation of arms,
ammunitions, and implements of war (including technical data re-
lating thereto) to the Government of Turkey, shall be suspended on
the date of enactment of this subsection unless and until the President
determines and certifies to the Congress that the Government of
Turkey is in compliance with the Foreign Assistance Act of 1961, the
Foreign Military Sales Act, and any agreement entered into under
such Acts, and that substantial progress toward agreement has been
made regarding military forces in Cyprus: Provided, That for the
fiscal year 1978 the President may suspend the provisions of this
subsection and of Section 3(c) of the Arms Export Control Act with
t to cash sales and extensions of credits and guaranties under
such Act for the procurement of such refense articles and defense
services as the President determines are necessary to enable Turkey to
fulfill her defense responsibilities as 2 member of the North Atlantic
Treaty Organization, except that during the fiscal year 1678, the
total value of defense articles and defense services sold f{o Turkey
under such Act, either for cash or financed by credits and guaranties,
shall not exceed $175,000,000. Any such suspension shall be effective
only so long as Turkey observes the cease-fire on Cyprus, does not
increase its military forces or its civilian population on Cyprus, and
does not transfer to Cyprus any United States supplied arms, ammu-
nition, or implements of war. The determination required by the
proviso in the first sentence of this paragraph shall be made, on a
case-by-case basis, with respect to each cash sale, each approval for
use of credits, and each approval for use of a guaranty for Turkey.
Each such determination shall be reporied to the Congress and shall
be accompanied by a full and complete statement of the reasons
supporting the President’s determination and a statement contain-
ing the information specified in clauses (A) through (D) of Section
2(c) (4) of the Act of October 8, 1975 (Public Law 94-104). In any
case involving the sale of significant combat equipment on the United
States Munitions List in which the congressional review provisions
of Section 36(b) of the Arms Export Control Act do not apply, the
President may not issue the letter of offer or approve the use of the
credits or guaranty, as the case may be, until the end of the thirty-day
period beginning on the date on which the report required by the
preceding sentence is submitted to the Congress. = =
(2) The President shall submit to the Congress within sixty days
after the enactment of this paragraph, and at the end of each succeed-
ing sixty-day period, a report on progress made during such period
toward the conclusion of a negotisted solution of the Cyprus confliet.
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Purpose - : -

This provision was intended to persuade the Government of Turkey
to comply with the applicable laws and agreements relating to the use
of defense articles furnished by the United States and to force Turkey
to observe the cease-fire on Cyprus, not increase its military forees or
its civilian population on Cyprus, and not transfer U.S.-supplied
armaments to Cyprus.

Background _ _

This subsection was passed in response to Turkey’s invasion of
Cyprus which had utilized U.S. arms, thereby apparently violating
U.S. laws restricting the use of U.S. arms to national defense purposes.
The cutoff of military assistance was designed to.terminate this indirect
U.S. participation in the invasion and to provide Turkey with an in-
centive to negotiate a solution to the Cyprus situation.

Conclusion

This provision is aimed at military assistance, and any similar pro-
hibition should be included in an expanded Arms Export Control Act.

Secrion 620B
Text
Sec. 620B. ProEIBITION AGAINST ASSISTANCE AND SALES TO ARGEN-
Tixa.—After September 30, 1978— .
(1) no assistance may be furnished under chapter 2, 4, or 5
of part TT of this Act to Argentina; ,

(2) no credits (including participation in credits) may be ex-
tended and no loan may be guaranteed under the Arms Export
Control Act with respect to Argentina;

(8) no sales of defense articles or services may be made under
the Arms Export Control Act to Argentina; and

(4) no export licenses may be issued under section 38 of the
Arms Export Contrel Act to or for the Government of Argentina.

Purpose

This provision was intended to prohibit military assistance, secn~
rity supporting assistance, military training, Arms Export Centrol
Act, credits, loan guarantees, arms sales, and export licenses to
Argentina. -

Background '
This provision was specifically "enacted to respond to reports of
human rights violations by Argentina and the belief that U.S. military
equipment extended for military assistance and credit sales programs
was being used by Argentina to repress the human rights of its citizens.
This provision represents a finding by Congress that these reports may
be valid. T
Conclusion S - .
. . The new bill contains no authority for military assistance. The lan-
guage in section 640B would be more appropriate in an expanded
Arms Export Control Act. Section 602B of the FAA does provide for
a prohibition of security assistance to human rights violavsrs. The bill
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provides a similiar prohibition in section 767(a) which, if enacted,
~vould achieve the objectives intended by section 620B as they pertain
to development and economic assistance.

- Secrron 621A

STRENGTHENED MANAGEMENT Practices—(a) The Congress be-
lieves that United States foreign aid funds could be utilized more effec-
tively by the application of advanced management decisionmaking,

information and analysis techniques such as systems analysis, auto-
matic data processing, benefit-cost studies, and information retrieval.
(b) To meet this need, the President shall establish a management
system that includes: the definition of objectives and programs for
United States foreign assistance; the development of quantitative in-
dicators of progress toward these objectives; the orderly considera-
tion of alternative means for accomplishing such objectives; and the
adoption of methods for comparing actual results of programs and
projects with those anticipated when they were undertaken. The sys-
tem should provide information to the agency and to Congress that
relates agency resources, expenditures, and budget projections to such
objectives and results in order to assist in the evaluation of program
performance, the review of budgetery requests, and the setting of
program priorities.
(¢) The President shall report to the Congress annually on the spe-
cifie steps that have been taken, including an evaluation of the progress
that has been made toward the implementation of this section.

Purpose

To assure prompt action and priority attention to the application
of advanced management techniques that had recently been developed
within the Government and private industry.
Background '

This section was enacted in 1968. The section has not been amended
since its enactment.

Conclusion

ATD instituted many management reforms in response to this sec-
tion. Management theory and fechniques have continued to evolve
since 1968. It is presumed that AYD (or the administration proposed
by the bill) would continue to apply the latest and best management
‘techniques, and that a static provision with specific requirements is
ipappropriate. Authority exists in the general administrative chapter
of the bill which would enable the administration to adopt the most
advanced management techniques available at any given time.

Srcron 623

Skc. 623. Tue SecreTARY oF DEFENSE—(2) In the case of assistance
under part I of this Act, the Secretary of Defense shall have primary
‘responstbility for—
(1) the determination of military end-item requirements;
(2) the procurement of military equipment in 8 manner which
permits its integration with service programs;
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(3) the supervision of end-item use by the recipient countries;
(4} the supervision of the training of foreign military and re-
lated civilian personnel ; . .
(5) the movement snd delivery of military end-items; and
(6) within the Department of Defense, the performance of any
other functions with respect to the furnishing of military assist-
ance, education and training. )
(b) The establishment of priorities in the procurement, delivery, and
allocation of military equipment shall be determined by the Seeretary
of Defense. -

Purpose

Section 623 clarifies the functions and responsibilities of the Secre-
taries of State and Defense with respect to the administration of the
military assistance program. The Secretary of Defense is given pri-
mary responsibility for the content and administration of the military
assistance programs.

Background

Section 623 derives from section 506 of the Mutual Security Act of
1951. Tt was an administration proposal in 1961 when it was adopted
in the Foreign Assistance Act.
Conclusion

The Foreign Assistance Act no longer aunthorizes military assistance
programs and thus section 623 is not an appropria‘e authorization in
the FAA. The bill contains no military authorizations. Section 623 is
not relevant. to economic assistance legislation, but would be incorpor-
ated in an expanded Arms Export Control Act.

FAA Secrion 635 (h)
Text
(h) A contract or agreement which entails commitments for the ex-.
penditure of funds available under title 1T, V, and VI (except develop-
ment loans) of Chapter 2 of Part I and under Part 11 may, subject to
any future action of the Congress, extend at any time for not more than
five years.

Purpose

FAA Sec. 635(h) states that a contract or agreement which eptails
commitments for the expenditure of funds under development grants,
development research, or the Alliance for Progress (except develop-
ment Joans) or under military assistance may, subject to congressional
action, extend at any time for not more than 5 years.

Background

Subsection (h) was omitted as an unnecessary limitation on the au-
thority to make long-term contracts and commitments for projects
funded on a grant basis, a limitation which does not apply to develop-
ment projects funded on a loan basis. The provision was based on cer-
tain decisions of the Comptroller General construing sections 3679 and
3732 of the Revised Statutes (31 U.S.C. 665, 41 U.S.C. 11) to limit an
agency’s authority to enter into contracts for requirements extending
beyond the fiscal year of appropriations, in the absence of statutory au-
thority otherwise.



226

Conclugion

Where s multiyear development project is planned as a unit, it can
be funded at the outset, and such funding is properly viewed as a re-
quirement of the fiscal year of appropriation.

Secrion 636 (£)
Text .

(f) Funds made available under section 212 may be used for ex-
penses (other than those provided for under section 637(2)) to assist
in carrying out functions under title I of chapter 2 of part I, under the

icultural Trade Development and Assistance Act of 1934, as
amended (7 U.S.C. 1691 et seq.), and under the Latin American Devel-
opiment Act, as amended (22 U.S.C. 1942 et seq.), performed by the
agency primarily responsible for administering part I or by the Cor-
poration established under title IV of chapter 2 of part I with respect
io loan sctivities which it carries out under the provisions of the Agri-
cuicural Trade Development and Assistance Act of 1954, as amended.
Purpcse

This provision authorizes the use of funds under FAA section 212
(development grants) for nonadministrative expenses incurred m
carrving out development lending, the disposal of surplus agricuitural
commoditiss under Public Law 480, and the Latin American Develop-
ment Act. The purpose is to provide funding to pay for the services of
technical experts and other services not provided for under section 637
{administrative expenses), which will assist ATD in carrying ouf the
enumer ated functions.

Background

This provision was enacted to authorize funds to cover the admin-
istrative expenses of the International Cooperation Administration in
eaﬁ'yin%' out its functions with respect to foreign currencies derived
from sales of Public Law 480 agricultural commodities. At the time,
no appropriations were authoizzed and this provision was deemed
essential to impiement Public Law 480 sales.

Conclusion

Since other funds authorized and appropriated to carry out the pur-
poses of Public Law 480 and the FAA permit the hiring of fechnical
experts to assist in conducting the Public Law 480 program, the provi-
sion is no longer required. '

SectioN 636(g)
Text
bi( g% Funds made available for the purposes of part IT shall be avail-
able for—

(1) administrative, extraordinary (not to exceed $300,000 in
any fiscal vear), and operating expenses incurred in furnishi
defense articles, military education and training and defense sery-
ices on a grant or sales basis by the agency primarily responsible
for administering part I1; ‘

{2) reimbursement of actnal expenses of milifary officers de-
tailed or assigned as tour directors in connection with orientation
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visits of foreign military and related civilian personnel, in accord-
ance with the provisions of section 5702 (c) of title 5 of the United
States Code, applicable to civilian officers and employees; and

(3) maintenance, repair, alteration, and furnishing of United
States-owned facilities the District of Columbia or elsewhere for
the training of foreign military and related civilian personnel
without regard to the provisions of section 3733 of the Revised
Statutes (41 U.S.C. 12) or other provisions of law requiring a
specific authorization or specific appropriation for such public
¢ontracts.

Lurpose

The purpose of this section is to authorize the use of military assist-
ance funds for certain administrative, extraordinary, and operating
expenses.

Background
Because the bill does not contain military assistance it is not neces-
sary to authorize such funds for administrative purposes.

Lonclusion

The omission is justified, since the new bill deals only with economic
assistance, not military.

SecTIiON 637
Text

Skc. 637. ApminisTrATIVE ExpENsEs.—(a) There is hereby author-
jzed to be appropriated to the President for each of the fiscal years 1974
and 1975, $45,000,000, for necessary administrative expenses of the
agency primarily responsible for administering part I. The agency ad-
ministering part I shall reduce the number of personnel, particularly
administrative personnel, employed by it in order to conduct opera-
tions with the reduced amount of funds authorized for fiscal year 1969,
except that such agency shall not take any action to limit or reduce
auditing or training activities of such agency.

(b) There is hereby authorized to be appropriated such amounts as
may be necessary from time to time for administrative expenses which
are incurred for functions of the Department of State under this Act
and unrepealed provisions of the Mutual Security Act of 1954, as
amended, or for normal functions of the Department of State which
relate to such functions.

Purpose

Section 637{a) was originally desgined to authorize administrative
expenses of AID personnel. Section 637(b) was added to authorize
appropriations for administrative expenses which the State Depart-
ment incurred in carrying out functions under the FA AL

Background

Beginning in fiscal year 1976, the executive branch has not requested
that funds be authorized under this section. AID operating funds are
now authorized and appropriated, as a line item. Awvthorization for
such operating expense appropriations is contained in section 704 of
the bill. No authorization 1s required for State Department axpendi-
tures under the bill because all administrative functions would be
performed by the administration or funds can be transferred to the
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Department of State for services performed in support of the bill,
-through the authority in section 766. |
Conclusion |
FAA section 637 is unnecessary.

Secrion 640A
- Dext

Farse Crarus avp INgLiesee Coumonrries—(a) Any person who
makes or causes to be made r presents or eauses to be presented to any
_ bank or other financial institution or to any officer, agent, or employee
of any agency of the United States Government a claim for payment
from funds made available under this Act for the purpeses of furnish-
ing assistance and who knows the claim to be false, fraudulent, or fic-
titious or to cover a commodity or commedity-relatec ~rvice deter-
mined by the President to be ineligible for payment fro. . funds made
available under this Act, or who uses to support his claim any certifi-
cation, statement, or entry on any contraet, bill of lading, Government
or commercial invoice, or Government form, which he knows, or in
the exercise of prudent business management should know, to contain
false, frandulent, or fictitious information, or who uses or engages in
any other fraudulent trick, scheme, or device for the purpose of secur-
ing or obtaining, or aiding to secure or obtain, for any person any
benefit or payment from funds so made available under this Act in
connection with the negotiation, procurement, award, or performance
of a contract financed with funds so made available under this Act,
and any person who enters into an agreement, combination or con-
spiracy so to do, (1) shall pay to the United States an amount equal
to 25 per centum of any amount there-by sought to be wrongfully
secured or obtained but not actually received, and (2) shall forfeit and
refund any payment, compensation, loan, commission, or advance re-
ceived as a resuit thereof, and (3) shall. in addition, pay to the United
States for each such act (A) the sum of $2,000 and double the amount
of any damage which the United States may have sustained by reason
thereof, or (B) an amount equal to 50 per centum of any such pay-
ment, compensation, loan, commission, or advance so received, which-
ever 1s the greater, together with the costs of suit.

(b) In order to secure recovery under this section, the President
may, as he deems appropriate, (1) institute suit in the United States
district court for any judicial district in which the person allegzd to
have performed or participated in an act described by this section may
reside or may be found, and (2) upon posting by registered mail to
such person a notice of claim describing the basis therefor and identify-
ing the funds to be withheld, withhold from funds owed by any agency
of the United States Government to such person an amount equal to
the refund, damages, liquidated damages, and exemplary damages
claimed by the United States under this section. Any such withholding
of funds fyl'em any person shall constitute a final determination of the
rights and liabilities of such person under this section with respect to
the amount so withheld, unless within one year of receiving the notice
oi claim sauch person brings suit for recovery, which is hereby author-
ized, against the United States in any United States district court.
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_ () For purposes of this section, the term “person” includes any
individual corporation, partnership, association, or other legal entity.
Purpose

~ To strengthen the remedies available to AID in combating false and
fraudulent claims for payment which were numerous at the time of
- enactment 1n 1968, particularly in connection with the programs in
Indochina.

Background

This section originated in 1968, It has never been used b;f the Justice
Department because of the existence and applicability of the general
false claims statutes, which are familiar to the courts and bar.
Conclusion

The sect’on is unnecessary in view of other applicable false elaims
legislation, the reluctance of the Justice Department to use it, the
changed circumstances of the foreign assistance program, and im-
proved internal controls.

SecTiON 647
Text
- SEc. 647. Derexpasie Foen Svppry.—It is of paramount importance

that long-range economic plans take cognizance of the need for a de-
pendable supply of fuels, which is necessary to orderly and stable
development and growth, and that dependence not be placs 3 upon
sources which are inherently hostile to free countries and the ultimate
well-being of economically underdeveloped countries and which might
exploit such dependence for ultimate political domination. The agen-
cles of government in the United States are directed to work with
other countries in developing plans for basing development programs
on the use of the large and stable supply of relatively low cost fuels
available in the free world.

Purpose .

Seection 647 was intended as a recognition that long range economic
plans should take into account the need for a dependable supply of
funds from friendly or nonhostile sources. U.S. agencies are directed
to work with other countries in developing plans for basing develop-
ment on relatively low-cost fuels available in the free world.

Background

Section 647, was enacted in 1961, and has not been amended since.
Sections 102 and 108 of the FA A contain sufficient authority to encom-
pass the objectives of section 647. '
Conclusion

Section 647 is omitted because authority for consideration of a
dependable supply of fuel in development planning is implieit in the
functional assistance accounts of the bill, and consideration of the

energy problems of developing countries is specifically focussed on
in seetion 205(a) (1) of the bill. ,

SzcTioNn 649
Text

‘Skc. 649. LiviTaTioN oN AGGREGATE AUTHORIZATION FOR USE IN
Fiscar Year 1966.—Notwithstanding any other provisions of this Act,
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the aggregate of the total amounts authorized to be appropriated for

use during the fiscal year 1966 for furnishing assistance and for admin-
istrative expenses under this Act shall not exceed $3,360,000,000.

Purpose
Section 649 established 2 limit of $3,360 million on the amount that
could be authorized for purposes of the FAA in fiscal year 1966.

Background

Section. 649 became part of the FAA in 1965. It hasnot been amended
sinee its enactment and was applicable only to fiseal year 1966.
Conclusion

Section 649 is omitted as obsolete. The limitation on the authorized
amount applied only to fiscal year 1966.

Secriox 650
Tewt
Skc. 650. Use or Untrep Statss Aryep Forces.—The furnishing of
economic, military, or other assistance under this Act shall not be
construed as creating a new commitment or as affecting any existing
commitment to use Armed Forces of the United States for the defense
of any foreign country.

Purpose

Section 650 provides that the furnishing of any assistance under the
FA A shall not be construed as creating a new commitment or as affect-
ing any existing commitment to use U.S. Armed Forees for tne defense
of any country.

Background
Section 650 was enacted in 1967.

Conclusion

While section 650, regarding an implied commitment for defense,
may have been relevant to the FAA, it isnot relevant to the bill, since
the bill has no connection with military assistance and the economic
assistance focus leads to no implied defense commitment. Therefore,
it is omitted. A similar provision should be contained in an expanded
Arms Export Control Act.

Sectiox 651

Text : )
Szc. 851. Sars or SurErsoxic Praxes to Israer.—It is the sense of
the Congress that the President should take such steps as may be neces-
sary, as soon as practicable after the date of enactment of this section,
to negotiste an agreement with the Government of Israel providing
for the sale by the United States of such number of supersonic planes
as ma¥ be necessary to provide Israel with an adequate deterrent force
capable of preventing future Arab aggression by offsetting sophisti-
cated weapons received by the Arab States and to replace losses suf-
fered by Israel in the 1967 conflict.

Purpose

Section 651 is a statement of policy that the United States should
sell to Tsrael such number of supersonic planes as may be necessary to
provide 2n adequate deterrant force for and replace losses by Israel
beeauss of the 1967 confiict. B
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Background .
Section 651 was enacted in 1968 as a result of the Arab-Tsraeli con-
flict of 1967. The purpose of section 651 was achieved and supersonic

planes were delivered to Israel.

Conclusion

Section 651 is omitted as obsolete. 1t was enacted in response o a
particular cireumstance which has passed. Any future legislation for
this purpose should be included in the Export Arms Control Act.

SecTIoN 855

Text

Sec. 635. Livrrations UponN ASSISTANCE To oR ForR CaxBopia.—(a)
Notwithstanding any other provision of law, no funds authorized to
be appropriated by this or any other law may be obligated in any
amount in excess of $377,000,000 for the purpose of carrying out di-
rectly or indirectly any economic or military assistance, or any opera-
tion, project, or program of any kind, or for providing any goods,
supplies, materials, equipment, services, personnel, or advisers in, to,
for, or on behalf of Cambodia during the fiscal vear ending June 30,
1975. Of that sum, there shall be available no more than $200,000,000
for military assistance. In addition to such $377,000.000, defense arti-
cles and services may be ordered under section 506 of this Act for
Cambodia in an amount not to exceed 875,000,000 in fiscal year 1975.

{b) In computing the $377.600,000 limitation on cbligation author-
ity under subsection (2) of this seciion in fiscal year 1975, (1) there
shall be included in the computation the value of any goods, supplies,
materials, or equipment provided to, for, or on behalf of Cambodia in
such fiscal year by gift, donation, loan, lease, or otherwise, and
(2) there shall not be included in the computation the value of any
goods, supplies, materials or equipment attributable to the operations
of the Armed Forces of the Republic of Vietnam in Cambodia. For the
purpose of this subsection, “value” means the fair market value of any
goods, supplies, materials, or equipment provided to, for, or on behalf
of Cambodia but in no case less than 3314 per centum of the amount
the United States paid at the time such goods, supplies, materials,
or equipment were acquired by the United States. ,

{¢) No funds may be obligated for any of the purposes described in
subsection (a) of this section in. to. for, or on behalf of Cambodia in
any fiscal year beginning after June 30. 1972, urless such funds have
been specifically authorized by law enacted after the date of enact~
ment of this section. In no case shall funds in any amount in excess
of the amount specifically authorized by law for any fiscal year be
obligated for any such purpose during such fiscal year.

{d) The provisions of subsections (2) and {c) of this section shall
not apply with respect to the obligation of funds to carry out combat
air operations over Cambodia.

(e} After the date of enactment of this section, whenever any re-
anest is made to the Clongress for the appropriation of funds for use in,
for, or on behalf of Cambodia for any fiscal vear. the President shall
furnish a written report to the Congress explaining the purpose for
whirh such funds are to be used in such fiscal vear.

() The President shall submit to the Congress within thirty days
after the end of each quarter of each fiscal year, beginning with the
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fiscal year which begins July 1, 1971, a written report showing the
total amount of funds obligated in, for or on behalf of Cambodia
during the preceding quarter by the United States Government, and
shall include in such report a general breakdown of the total amount
obligated, describing the different purposes for which such funds were
obligated and the total amount obligated fer such purpose except that
in the case of the first two quarters of the fiscal year beginning July 1,
1971, a single report may be submitted for both such quarters and such
report may be computed on the basis of the most accurate estimates
the President is able to make taking into consideration all information
available to him,

(g) Enactment of this section shall not be construed as a commit-
ment by the United States to Cambodia for its defense.

Purpose :

The purpose of section 655 was to establish a ceiling on overall
T.S. expenditures, exclusive of air combat operations, in, for, or on
behalf of Cambodia by fiscal year, and to provide the Congress certain
fiscal information on Cambodia, including the amounts of U.8. funds
requested, the amounts spent, and the purposes for which such funds
were spent.

Background

Section 655 became part of the FAA of 1971. The last use of the
section was for fiscal year 1975. Assistance is no longer furnished to
Cambodia which now comes within the prohibition of FAA section
620(f) (prohibiting aid to Communist countries).

Conclusion

Section 655 is deleted because it is obsolete. Section 620(f) now
prohibits assistance for Cambodia, a Communist eountry. A suailar
prohibition exists in section 767 (e) of the bill.

SectioN 656

Text

Sec. 656. Lovirtarrons oN UNITED StaTEs PERsoNNEL axp Prrsox-
NFL AsstsTeED BY UNITED STATES IN Canpopia.—The total number of
civilian officers and employees in executive agencies of the United
States Government who are citizens of the United States and of mem-
bers of the Armed Forces of the United States (exeluding such mem-
bers while actually ed in air operations in or over Cambodia
which originate outside Cambodia) present in Cambodia at any one
time shall not exceed two hundred. The United States shall not, st any
time, pay in whole or in part, directly or indirectly, the compensation
or allowances of more than eighty-five individuals in Cambodia who
are citizens of countries other than Cambodia or the United States. For
purposes of this section, “executive agency of the United States Gov-
ernment” means any agency, depariment, board, wholly or partly
owned corporation, instrumentality, commission, or establishment
within the executive branch of the United States Government. This
section shall not be counstrued to apply with respect to any individual
in Cambodia who (A) is an employee or volunteer worker of a volun-
tary private, nonprofit relief organization or is an employee or volun-
teer worker of the International Commiitee of the Red Cross, and
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(B) engages only in activities providing humanitarian assistance in
Cambodia.
Purpose

Section 656 jmposes a limit of 200 on the number of U.S. civilians
and military personnel who can be present in Cambodia at any given
time, and a limit of 85 non-Cambodians working in Cambodia whocan
be paid directly or indirectly by the United States. An exempiion
was made for U.S. military personnel involved in air operations
originating outside Cambodia. The provision was intended to pre-
vept the further growth of American presence in Cambodia follow-
ing the 1970 incursion. In 1974, an amendment exempted the Tnter-
national Red Cross and private voluntary organizations {relief or-
ganizations) from the ceilings.
Background

Section 656 was enacted in the FAA of 1971, A 197+ amendment
exempted certain international organizations. Section 856 was adopted
in response to a particular circumstance in Cambodia which no longer
exists, FAA Sec. 620(f) prohibits assistance to Cambodia because it
is a Communist couniry.

Conclusion

Cambodia is subject to the FAA 820{f) prohibition {aid to Com-
munist countries}, making section 656 obsolete. The prohibition
against and to Communist countries is carried forward by section
767 {e) of the bill.

Text

Sec. 658. Limitation on Use of Funds.—(a) Except as otherwise
provided in this section, none of the funds apprepriated to carry out
the provisions of this Act or the Foreign Military Sales Act shall
be obligated or expended until the Comptroller General of the United
States certifies toxae Congress that all funds previously appropriated
and thereafier impounded during the fiscal vear 1971 for programs
and sctivities administered by or under the direction of the Depart-
ment of Agriculture, the Department of Housing and Urban De-
velopment, and the Department of Hesalth, Education, and Welfare
have been released for obligation and expenditure,

" {b) The provisions of this section shall notapply—
(1) to funds being withheld in accordance with specific re-
quirements cflaw;and
(2) to appropriations obligated or expended prior to Aprit 30,
1972.

Purpose

This section prohibits the obligation or expenditure of funds made
available under the FAA and the Foreign Military Sales Act until
the Comptroller General certifies to the Congress that previously
appropriated fiscal year 1971 funds for varicus domestic development
activifies have been released for eobligation and expendiét}re. The
provision did not apply to furds withheld in sccordance with legal
requirements or to funds obligated or expended prior to January 1,
14672,

SecTiox 658
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Background

At the time this provision was enacted, President Nixon had im-
pounded approximately $12 billion in Federal funds that had been
appropriated for domestic programs. The purpose of this provision
was to focus attention on domestic as eompared with foreign needs

Conclusion

This provision, which is concerned with the impoundment of funds
appropriated during fiscal year 1971, is obsolete.

SECTION 659
Text
SEC. 659. Access to Certain Military Bases Abroad.— None of the
funds authorized to be appropriated for foreign assistance (including
foreign military sales, credit sales, and guaranties) under this Act
may be used to provide any kind of assistance to any foreign country
in which a military base is locsted if—
(1) such base was constructed or is being maintained or
operated with funds furnished by the United States: and
(2) personnel of the United States carry out military opera-
tions from such base;
unless and until the President has determined that the government
of such country has, consistent with security authorized access. on a
regular basis, to bona fide news media correspondents of the United
States to such military base.

Purpase

This section prohibits the use of any funds authorized on behalf of
any country in which a military base is located if such base was con-
structed or is maintained with U.S. funds. and from which the United
States carries out military operaticns, until the President has deter-
mined that such country permits bona fide new media correspondents
of the United States regular access to such military bases consistent
with its own security. )

. The purpose of this provision was to insure that the American pub-
lie, consistent with security requirements. may be informed through
the news media about activities conducted from such facilities.
Background

This provision, enacted in 1974, though general in scope, resulted
from an incident in which T.S. newsmen were denied access to bases in
Thailand which were constructed with U.S. funds and manned by U.S.
military personnel.

LConclusion

The access of news media correspondents to U.S. foreign military
bases is not relevant to the bill which is concerned only with economic
assistance. Such a prohibition regarding military aid may be included
in an expanded Arms Export Control Act.

SecTiox 660
Text
Sec. 660. Promiprrie Porice TrarziNe.—(a) On and after Julv 1,
1975, none of the funds made available to carry out this act, and none
of the local currencies genrated under this act, shall be used to provide
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training or advice, or provide any financial support, for police, prisons,
or other law enforcement forces for any foreign government or any
program of internal intelligence or surveillance on behalf of any for-
eign government within the United States or abroad.

(b) Subsection (a) of this section shall not apply—

(1) with respect to assistance rendered under section 515(¢)
of the Ommibus Crime Control and Safe Streets Act of 1968 with
respect to any authority of the Drug Enforcement Administra-
tion or the Federal Bureau of Investigation which relates to
crimes of the nature which are unlawful under the laws of the
United States, or with respect to assistance authorized under see-
tion 482 of this Act; or

(2) to any contract entered into prior to the date of enactment
of this section with any person, organization, or agency of the
United States Government to provide personnel to conduct, or
assist in conducting, any such program.

Notwithstanding clause (2}, subsection (a) shall apply to any renewal
or extension of any contract referred to in such paragraph entered into
on or after such date of enactment.

Purpose

Section 660 prohibits, on and after July 1, 1975, use of foreign assist~
ance funds to provide training, advice or financial support for police,
prison, or other law enforcement forces of a foreign country, subject
to certain specified exceptions.

Background

The Senate Committee on Foreign Relations advocated passage of
this provision in 1974 because it felt U.S. participation in the highly
sensitive area of public safety and police training unavoidably invites
criticism from persons who attempt to identify the United States with
acts of local police brutality or oppression. '

Conclusion

This provision is not necessary since police training programs would
not be eligible for assistance under the eriteria preseribed in the bill,
Also, section 506(b) of the bill prohibits assistance for militarv or
paramilitary purposes. A similar prohibiticn on military assistance
may be incorporated in an Expanded Arms Export Control Act.

Section 662

Text

- SEc. 662. Lvrrariox ox INTeLiicENce Acrivities. {a) No funds
appropriated under the authority of this or any other Act mav be ex-
pended by or on behalf of the Central Intelligence Agency for opera-
tions in forelgn countries, other than activities intended solely for
obtaining necessary intelligence, unless and until the President finds
that each such operation is importap* to the national security of the
United States and reports, in a timely .. shion, a description and scepe.
of such operation to the appropriate committees of the Congress. in-
chiding the Committee on Foreign Relations of the United States Sen-
ate and the Committee on Foreign Affairs of the United States House.
of Representatives.

(b) The provisions of subsection {2) of this section shall not apply-

during military operations initiated by the United States under a.

28-347—758——16
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declaration of war approved by the Congress or an exercis. of powers
by the President under the War Powers Resolution.

Purpose .

This section prohibits the use of funds appropriated under any act
by, or on behalf of the Ceniral Intelligence Agency (CIA), or any
other agency of the U.S. Government, for the conduct of operations in
foreign countries other than operations intended solely for obtaining
intelligence, unless the President finds that such operations are impor-
tant to the national security and transmits a report of his findings to
the committee of the Congress having jurisdiction to monitor and
review the intelligence activities of the U.S. Government. These restric-
tions do not apply during a declared war or during an exercise of
power under the War Powers Resolution.

Conclusion ‘

This provision is out of place in the bill since intelligence activities
or other activities of the CIA would not be eligible for assistance funds
under the criteria prescribed in the authorities in the bill. A similar
prohibition covering all TU.S. assistance funds may be included in an
expanded Arms Export Control Act. Also, a reorganization in the
executive branch of oversight of intelligence activities has improved

internal controls.
' Secriox 663

Text

Sec. 663. Excaaxcees oF CERTAIN Materiars—(a) Notwithstand-
ing any other provision of law, whenever the President determines it is
in the United States national inierest, he shall furnish assistance
under this Act or shall furnish defense articles or services under the
Foreign Military Sales Act pursuant to an agreement with the
recipient of such assistance, articles, or services which provides that
such recipient may only obtain such assistance, articles, or services
in exchange for any necessary or strategic raw material controlled
by such recipient. For the purposes of this section, the term “necessary
or strategic raw material” includes petroleum. other fossil fuels,
metals, minerals, or any other natural substance which the President
determines is in short supply in the United States.

(b) The President shall allocate any necessary or strategic raw ma-
terial transferred to the United States under this section to any
appropriate agency of the United States Government for stockpiling,
sale transfer, disposal, or any other purpose authorized by law.

(¢) Funds received from any disposal of materials under subsection
(b) shall be deposited as miscelianeous receipts in the United States

Treasury.

Purpose

Section 661 authorizes the President to furnish assistance to any
country in exchange for raw materials that it controls, when the
President determines that the furnishing of such assistance is in
the U.S. national interest. The term “raw materials” means fossil
fuels, metals, minerals, or any other natural! substance which is in
short supply in the United States. The section further authorizes the
President to allocate any raw materials transferred to the United
States for any purpose authorized by law, including sales. Finally,
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the section provides that funds received from the disposal of any
raw materials received pursuant to the provisions of this section shall
be deposited as miscellaneous receipts in the U.S. Treasury.

Beackground

This provision was intended to allow the United States to barter
its economic and military assistance in return for strategic or critical
raw materials.

Conclusion

This provision has never been used. Countries which are unwilling
to sell strategic commodities in an open market are unlikely to barter
them, except possibly in an effort to obtain military technology not
otherwise available to them. Thus, this provisicn has not proved
useful, and could open the executive branch to pressures for military
sales not otherwise deemed advisable. Deletion is justified.

SecTION 663

Text

SEc. 665. TransrrioN Provisions ror INTERM QuarteEr—There are
authorized to be appropriated for the period July 1, 1976 through
September 30, 1976, such amounts as may be necessary to conduct
programs and activities for which funding was aunthorized for fiseal
year 1976 by the International Development and Food Assistance
Act of 1975, in accordance with the provisions applicable to such
programs and activities for such fiscal year, except that the total
amount appropriated for such period shall not exceed one-fourth of the

total amount authorized to be appropriated for the fiscal year 1976
for such programs and activities.

Purpose :
This section authorizes appropriations for programs and activities
funded under the International Development and Food Assistance

Act of 1975 at the rate of one-fourth the amount authorized for such
activities and programs for fiscal year 1976.

Background
This provision was enacted to fund development activities and to
continue the authorities and restrictions which established g legal

framework for the development program during the interim quarter
of July 1 to September 30, 1976.

Conclusion

Since the interim quarter to which this section referred is well past,
this provision is outdated and should be omitted.

SecTioN 668

Text

Sec. 668. RePorT on Korea.—Within ninety days after the enact-
ment of this section, and at least once during each of the next five years,
the President shall transmit to the Speaker of the House of Repre-
sentatives and to the Committees on Foreign Relations and Armed
Services of the Senate a report which (1) reviews the progress made
under the announced program of the Republic of Kores to modernize
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is armed forces so as to achieve military self-sufficiency by 1980, (2)
reports on the role of the United States in mutual security efforts in the
Republic of Korea, and (3) reports on the prospects for or imple-
mes.cation of phased reduction of U.S. Armed Forces assigned to duty
in the Republic of Xorea, in coordination with the timetable of the
Republic of Korea for military self-sufficiency. '

Purpose

The purpose of this section is to require the President to report to
Congress on the progress of Korea’s Armed Forces modernization pro-
gram, the U.S. role 1n mutual security efforts in Korea, and prospects
for a phase reduction of U.S. Armed Forces in Korea.

Background '

The Congress enacted this provision to obtain information on such
- matters as the respective military capacities of North and South
Korea, the department of U.S. forces in Korea, prospeets for a nuclear
weapon free zone on the Korean Peninsula, and any action by Neorth
Korea significantly altering the military balance of the area. ‘

Concvlusion

This provision is concern:ed primarily with military assistance rather
than with development assistance and should, therefore, be transferred
to the Arms Export Control Act if its retention is considered necessary.

Secrion 669
Lext _

Skc. 669. NucLEar Exwicamext Travsrers.—(a) Except as pro-
vided in Subsection (b), no funds authorized to be appropriated by
this Act or the Armns Export Control Act may be used for the purpose
of providing economic assistance, providing military or security sup-
porting assistance of grant military education and training, or extend-
ing military credits or making guarantees, to.any country which, on or
after the date of enactment of the International Security Assistance
Act of 1977, delivers nuclear enrichment equipment, materials, or
technology to a- - other country, or receives such equipment, materials,
or technology from any other country, unless before such delivery—

(1) the supplying country and receiving country have reached
agreement to place all such equipment, materials, or technology,.
upon delivery, under multilateral auspices and management when
available; and :

(2) the recipient country has entered into an agreement with
the International Atomic Energy Agency to place all such equip-
ment, materials, technelogy, and all nuclear fuel and facilities in
such country under the safeguards system of such Agency.

(b) (1) Notwithstanding Subsection (a) of this section, the Presi-
dent may furnish assistance which would otherwise be prohibited
under such subsection if he determines and certifies in writing to the
speaker of the House of Representatives and the Committee on Foreign
Relations of the Senate that— '

(A) the termination of such assistance would have & serious

-adverse effect on vital United States interests; and

(B} he has received reliable assurances that the country in ques-
tion will not acquire or develop nuclear weapons or assist other
nations in doing so.
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Such certification shall set forth the reasons supporting such deter-
mination in each particular case.

(2) Any joint resolution which would terminate or restrict assistance
described in Subsection (a) with respect to a country to which the
prohibition in such subsection applies shall, if introduced within thirty
days after the transmittal of a certification under paragraph (1) of
this subsection with respect to such country, be considered in the Senate
in accordance with the provisions of section 601(b) of the Interna-
tional Security Assistance and Arms Export Control Act of 1976.
Purpose

Section 669 prohibits the use of funds for economic or military or
security supporting assistance, grant military education and training,
or FMS grants or guaranties to any country which delivers or receives
nuclear enrichment equipment materials or technology.

The prohibition can be waived by the President, by executive order,
1f he determines and certifies to a serious adverse effect on vital U.S.
mterests and that he has received reliable assurances that the country
in question will not acquire or develop nuclear weapons or assist other
nations in doing so. Congress mav terminate or restrict assistance
through a joint resolution, which shall be expedited if introduced
within 3¢ days of the President’s certification.

Background

This section, enacted in 1976 and amended in 1977, provides an im-
portant tool in combatting nuclear proliferation. However, since its
grinclpa} leverage relates to military and security assistance it has not

een included in the bill.
Conclusions

This section should be considered for inclusion in an expanded Arms
Export Control Act. Such a provision in that act could be drafted to
prohibit development and economic assistance under the bill as well as
?i}itary assistance provided under an expanded Arms Export Control
Act,

SecrioN 670
Text

SEC. 670. NTvcLEar REPrOCESSING TRANSYERS AND NUCLEAR DETONA-
TIoNS.—(a) Except as provided in Subsection (b), no funds author-
ized to be appropriated by this Act or the Arms Export Control Act
may be used for the purpose of providing economic assistance, pro-
viding military or security supporting assistance or grant military
education and training. or extending military credits or making guar-
antees, to any country which on or after the date of enactment of the
International Security Assistance Act of 1977—

- (1) delivers nuclear reprocessing equipment, materials, or tech-
nology to any other country or receives such equipment, materials,
or technology from any other country (except for the transfer
of reprocessing technology associated with the investigation,
under international evaluation programs in which the United
States participates, of technologies which are alternatives to pure
plutonium reprocessing}) ; or : |

(2) 1s not a nuclear-weapon state as defined in article IX(3) of

~ the Treaty on the Non-Proliferation of Nuclear Weapons and

which detonates a nuclear explosive device. . '



240

(k) (1) Notwithstanding Subsection {a) of this section, the Presi-
dent may furnish assistance which would otherwise be prohibited
under such subsection if he determines and certifies in writing to the
Speaker of the House of Representatives and the Committee on For-
eign Relations of the Senate that the termination of such assistance
would be seriously prejudicial to the achievement of United States
nonproliferation objectives or otherwise jeopardize the common de-
fense and security. The President shall transmit with such certification
a statement setting forth the specific reasons therefor.

(2) Any joint resolution which would terminate or restrict assist-
ance described in Subsection (a) with respect to a country to which
the prohibition in such subsection applies shall, if introduced within
thirty days after the transmittal of a certification under paragraph (1)
of this subsection with respect to such country, be considered in the
Senate in accordance with the provisions of Section 601(b) of the
Inlernational Security Assistance and Arms Export Control Aect of
1858,

Purpoze

Section 670 prohibits the use of funds for economic or military or
security supporting assistance, grant military education and training,
or FMS grants or guaranties to any country which delivers or receives
nuclear enrichment equipment materials or technology or detonates
for the first time a nuclear device.

The prohibiticn can be waived by the President if he determines and
eertifies that termination of assistance would be prejudicial to U.S.
nonproliferation objectives and national security. The President shall
t}l;ans?it with such certification a statement containing specific reasons
therefor.

Congress may terminate or restrict assistance through 2 joint reso-
lution, which shall be expedited if introduced within 30 days of the
President’s Certification.

Background

Enacted in 1977, this provision, along with FAA section 669, pro-
vides an important tool in combating nuclear proliferation.
Conelusion

This section should be considered for inclusion (with section 669)
in an expanded Arms Export Control Act. The prohibition on assist-
ance could inclade economic and development assistance provided
under the bill as well as military assistance provided under an
expanded Arms Export Control Act.

SecTiox 901

Sec. 801. StateMENT OF Poricy.—The Congress recognizas that a
peaceful and lasting resolution of the divisive issues that have con-
tributed to tension and conflict between nations in the Middle East is
essential to the security of the United Stater and the cause of world
peace. The Congress declares and finds that the United States can and
should play 2 constructive role in securing a just and durable peace in
the Middle East by facilitating increased understanding between the
Arab nations and Israel, and %y assisting the nations in the ares in
their efforts to achieve economic progress and political stability, which
are the essential foundations for a just and durable peace. It is the sense
of Congress that United States assistance programs in the Middle
East should be designated to promote mutual respect and security
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among the nations in the area and to foster a climate conducive to in-
creased economic development, thereby contributing to a community
of free, secure, and prospering nations in the Middle East.

It is further the sense of Congress that none of the funds authorized
by this act should be provided to any nation which denies its eitizens
the right or opportunity to emigrate.

It is the sense of Congress that the United States will continue to
determine Middie East policy as circumstances may require and that
the suthority contained in the joint resolution entitled “Joint resolu-
tion to implement the United States proposal for the early-warnin
system in ginai, approved October 13,1975 (Public Law 94-110), an
the authorizations contained in the amendments made by the Inter-
national Security Assistance and Arms Export Control Act of 1976
do not, and shall not in any way be construed to, constitute congres-
sional approval, acceptance, or endorsement (1) of any oral or writ-
ten commitment, understanding, assurance, promise, or agreement,
whether expressed or implied, or any other expression, oral or writ-
ten (other than the United States Proposal for the Early Warning
System in Sinai”), made by any official of the United States which
Israel, Egypt, or any other nation or organization might construe or
interpret as a basis on which it could rely or act, or (2) of any char-
acterization of any such commitment, understanding, assurance,
promise, or agreement, or other expression, as constituting a “codifica-
tion” of existing congressionally approved TU.S. policy.

Purpose

This section provides a statement of congressional policy with regard
to the Middle East : that a peaceful resolution of Middle East issues is
in the best security interest of the United States; that the United
States should facilitate increased understanding between Arab nations
and Israel and economic progress and political stability in the area;
and that U.S. assistance should promote mutual respect and security
among, and development in, these nations.

The statement that it is the sense of Congress that no country
denying its citizens the opportunity to emigrate should be given assist-
ance was enacted to discourage Arab countries from destricting emi-
gration of their Jewish citizens.

The final paragraph of section 901 is a warning statement that cer-
tain statutory lancuage was not intended as a “blank check™ for the
executive branch and does not constitute congressional approval, ac-
ceptance, or endorsement of any commitment by any U.S. official to
any government in the Middle East, other than the early warning
system In Sinai.

Background

The policy statement portion of this section has become the bill’s
section 502. The statement on emigration policy has been incorporated
in section 506. The disclaimer regarding congressional approval of
executive branch commitments, which is contained in the final para-

raph and was added as an amendment to the ¥AA by the Interna-
tional Security Assistance and Arms Export Control Act of 1976, was
based on congressional mistrust of Secretary Kissinger’s handling of a
Mu%eu?st proglem in = particular situation and is no longer relevant or
useful.
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Conclusion

The policy statement portion of this section has been incorporated
into chapter V, title I, section 502 of the bill. The statement on emi-
gration policy has become a sense of Congress restriction in section 506
of the biil. The disclaimer in the final paragraph is cbsolete. Omission
isappropriate.
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208¢d) (3) . 114(2) 354 __ 608(a}
203(d) (2)____. 114(b) 401 208
208(e)_______ 104 (b) 02 _
203y __ 104{ec) @93
%g;-— ------ igafai’ 207{¢c) 404 305

-------- ¥ e B01(e) (3
205 (a) (1)-___. 106{a) (2}, 119 gm-- _— (e 3
205(a)(2)——_. 118 . e
205{(a) (8)——-.. 106(a) (8) 421 o _ 301(a)
205(a)(4).___. 107 499 301 (b)
205{a) (B} _——_. 106(a) (6) 423 103(e}
205 (a) (6).—_._ 106(a) (4) 424 o . 301 (£)
205(a) {7) e _. i06(a) (5} 50 531
2053(a) (8)_.__. 106(a) (1) 502 __________ &
205(b) ccee__ 106(D) 508 e 02
206__ o - 211{q) 504 o 533(d)
207(8) ccamacan 110(a) 505___ . _ asa(d)
207(D) cemeeww 110(Db) 506(a) ccman .

208(a)y ________ 506(b) e __ 533((:) {1)
208(b) 102(e) 506{¢c)_——___ ______
208(C) e B5O6(Q) o 115

208¢(d) mememan 110{2) 506{e)_.. _____ 91

208(8) wemac—— 110(d) 521(8) ccmmeee 491 (a)
208(a) .. 121(a) 521D oo 491 (b)
208(b) . 121{b) 821{eY .. 491(c}
e %géw gzzg """"""" 493

221 296 B2

229 297 601€a) ... 601(a), (b)
293 ________ -_ 298 603 (by_______._ 111, 601 (a)
o S - 299 801 () -

295 : 300 601(&)_______ 835(e)

231 e{e)Y e
939 802 . _________ 218

233 L1113 T
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Cross REFERENCE oF 8. 2420 : THE IXTEERNATIONAL DEVELOPMENT COOPERATION ACT
oF 1968, Wite TeE FOREIGN ASSISTANCE AcT oF 1961, as AMexpep—Continued

8. 2420 Foreign Assistance Act
604

T0L__ -

T02(8) e 640{B)

TO2(DB} e 622(a)

TOB{8) e -— - -
TOB(D) e 621(a)

703(c) ——— -

703(d) - e e et et b e e e
T03(e) ..

703(H) _ -
TR e 867

521 625(a), 625(b)
722(a)-(1) - e e e
T2(Mm)y e 625(f)

T22(n} - _

T22(0) 2. 625(g2)

T22(P) e - 625(3)

T23(8) o 826(a)

T23(b) e 626(b)

T23(C) e -- 826{e)

(32> N 71 ]

s M 628

26 e — 529

T e B30

T28 i 831

2 S U
(53 K- S— 611(3)

41 (D) e e.. 611 (¢)

T41(C) e G11{d)

T4 (d)y . 611 (e)

T42(8) coemeen 6804({a)

T42{D) oeeeae. BOE(D)

T42(0) e 604(c)

T42(3) e 6044(4)

T42{(€) e 504 ()

T42(E)Y e ©36(1)

T4 —— B40C

44 603

Y5 T | S

T45(82) cm—ee 612(b)

T48(D) ———cuewa 612(b} (c}, 636(1)

T e 833

T48(a) o 605(a)

T48(D) cemmmn=e G05(Db)

T48{¢c) . - 605(c)

T49{8) ceeemee- 836(8)

T45(D) cemeee 636(Db)

T49{c) .. 636 (e)

T49(d) crrvm—r 636(4)

T49{8) e - 636(e)

T50(2) . 602(2)

T90(D} e GO2(D)

T6L(a) oo 614(a)

B.2520 Foreign Azsistance dct
T61{D)Y e 106
T61(C) o 6106(a)
T61{3) oo 108
T61{e) e 652
e . 654
762 ____________ 617

L S 6i6
"Ga( BY e 635(a)
T65(DY e 201(a}, 2ii(a}), 635(b)
T65{(Q) o 201 (b}
T65{d) e 201(d)
T65(€) oo 201(e)
T65(T) - 635(4)
765(g)_—____ 635(e)
T65(R) e 635(g)
571§ —— 635(1)
T65(]) e 835(1)
T65 (K)o o 635(i)
T65(1) . 635 (k)
T66{a) . ______ 632(a)
T66(by)____.___ 632(h)
T66(e) —_____ 832{¢)
TEO{d) o __ 632(e)
TEE(e) e 632(f)
T66(L)——————_ 632(g2

T67(2) (1) v 116(&), 502(b)
T67(a) (2) . 116¢b)

767(2) (3) . 116(e)

T67(b) (1)_____ 668(a)

T67(b) (2} _—___ 666(b)

T67(e) (1) .. 620(g)

767(c) (2)———_ 620(r)

T67(d) e 620A

T67() e 670(3.) 620 (b)
TOT(E) e 620(K)

(o3 1 €9 N — 634(1}) €57
T81(ay (1) 640 (B) (4}

781(a) (2) cemm- 657, 633{a), 634(4d)
781¢a) (8)———— 634 (f)
81{a) {4} 834(g)
T8I (a) {8y 657 (a) (4}
T8i(a) (8) —u— 136(4y
781(b)-——————- 657(d)
T8 e, 671

T8 e 657 (b}
]2 2 T

792 642

T8 e - 843

L T — 44

TS 645

796 646

Y3 S, 638
T8
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CRosS REFERENCE OF THE FOREIGN ASSISTANCE ACT OF 1661, AS AMENDED WITH
& 24920 : TEe ISTEENATIONAL DevEropMENT (OCTERATION AcT oF 1978

H.2520 Poreign Asgistance dct 8. 2420 Foreign Assigtance dc¢t
1022 261 202(b}
1026 e 201 202{¢c)
1020 e 201 2G2{Q) cnmmm e Deleted but see 799
1020 e 201 203
102e 208(b) 204
1088 en 202(8) 206_. -
108b e 202(cC) 29T{ R} e 203 (1)
08¢ 202(b) 200 (DY e 202
1084 _ . 202(g) 207(C) e 204
163e. e - 423 207{8) e 202
103f T(8) e 205(T)
1038 e 423 208 = 2014(1)
103h — 209 401
038 _____. 202(e) 211 765(b)
10d4a__ . __._ 208{b) (1), 281 212 Deleted, see 202-205
i .. 203(e) T N Omitted but not re-
e e Zu3{f) pealed
ad. . ___ 203(ey{1) 23 v S 202
1058 e 204(a) 236 602
i05b__________ 204¢b) 23 r S - ——
1050 e e 218
106{(a)i______. 263(a) (&) BED e . _—
166(a)2_____... 205(a){1), 119 220_. - —
106{(a)3 o ___ 203(a) (3) 22A .
106¢a)4_______ 205(a)(4) 22 e 331
106{a)5 o __ 2035¢(a) (8) 292 -
106(2)}6....____ 203(a} (B} 2MWA 341
I06(b) . 205(b}) 223(8) e 333(a)
107 . 203(a) (4) 223{D) e 333(b}
108 2‘23(03 --------- 333(¢)
105 . - T61(b), 181 (4 223{d} . 333(a)
110a._________ 207(a}, 208(4) 223(8} e 333{e)
110D e 207(b;, 208{e) 2234 f 5 - B33{i:
g & i B01{b) 223{G) . 333¢ B
138 . 201 (6) 2288 e 333h
31348 e 203(d) (1) 223 e 332(a)
114D 203(A) (2) 223} - 333(1) .
1358 e 506(4) 2 3 S — 311
338 e e e e e e 232 e - 312
iise 233 e 213 .
116(2) e 767(a) (1) 284 e 814 ,
116(D) cmceme 767 (8)(2) o s M— 315
1164C) oo T67{a) (3) b N — 318
11664) e o . B {a)(3) b S - 217
116{e} e e e et et e 238 e 318
11 e 2 202(3) (1} (2) 239 e 319
18 205(a)(2) 240A 32¢
1319(a) (1) ... 205(a) (1) 28 _ —
118(a) {2} - — -/ A _—
119¢b) (1) — 281 e ——
119D (2) e —em - 21 —_
120.. -— 27 . :
12148y oo 209{a) 281 e, deleted but see 201(1)
121 (DY - (b 208 e, deleted but see 203(a)
121(C) emcrmme deleted but see {a). 292 . deleted but see 203{b)
20148) e e 205 —_
Z01{D) e - 163{D) 206 .. 221
201 (e) ——————— e 207 222
201(3) e T65(d) 208 223
201(8) e 165 (e) e ____.. 24
200 (Y e 201¢(7) (8} 306 .. 225
202(a) -cew--—— deleted but see {8y 421
202-203 801(D) e —_—
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Cross REFERENCE OF THE FOREIGN ASSISTANCE AcCT oF 1981, as AMENDED WITE
8, 2490: Tas INTERNATIONAL DeveropMmesT Cooreearioy Act of 1978—Con-

tinued

8.2520

30YEC) e
J014) vmaman —
SOL{e) (1) .
303i{e} (2) —n
B2} (8) emamam
B301{f) e
302(a) (1) e
30242 {2y ...
S02{by
302(C) e
020 e
302¢e)

s

30'2 55

RERRRRRRR-HINNN

-

[ S

48] -

—

48 e

401 (a) .. 521a
291 ( 0} ________ 521b

496______ -

497_

1) S -

7% 1+ S

534 .
531 e 501
532(aY e 503
5320 oo 508{a}
533(8} oo
H3E3iby.__

533y {1y . aﬁﬁ(b)
533{c} {2) -

533{d} mmmunn-— 502
&41 - -

M2

343 -

Forgion Aseistance Act 8. %420

G01{g) _—
601¢{b} (1) e~
S0 (b (21 e
G02{BY {3} .

SUEETEES N
6026} (B} mmame

G01(b)Y (6) e
GOLIDY (¥ Yo r
S50L{b3 {8y
BOI{C) -

60&(&) ________

4

60" L5 5 I
GOT{H} e
6082y .
GOS{by .

811¢ c; R,
611(d) . ¥
Giliey e
G1248 ) mmme e
T3 A 0 ) S
BIZ2{0Y e
612{8% .

(T8 F——

S +3 11 1 1) S

614@; ________

S20{a  (1jumem
826(aj3 {2y .
B20(D)Y e
82 ey
E20{Q) e

B20{er {1 oo
FOL TR D A LS N
H20{ LY e
620(8) e

Foreign Asgistance Act
201 (7}, 201(8}, 301,
801 (a), (b}
301, 261 {7 }

301

311(e) (8)-OPIC

201(7}, 201(8}, 301,
811(a)—OPIC

311{c) {6)—OPIC

201(7), 201(8), 301(a)

332

201(7}, 201{8), 201(a)
Tolia)
T56({bYy

T44

T42(a)
T42(b)
T42{e}
T42(d;
T42{e)

T4S({a}
T45(h)
T48{c}

45

351 {a) and (b}
358(a)

35dir)

353(b)

T61{e}

T4ifa) -

T41(b})

T4ile}

TLE48Y

762 {not reperled}
745 {a), (b
203(a)

T48(

792 {(not repexied)
T8l{a} -

764
763

but see T87{e}
but see 767 (e}
T6T (e}

but see 3ii(e)(8)—
QPIC

T92({not repealed)
T8 {2}
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CrOSS REFERENCE OF THE FoREIGN ASSISTANCE AcT oF 1961, A8 AMENDED WITH
S. 2420: THE INTERNATIONAL DEVELOPMENT COOPERATION AcT oF 1978—Con-

tinued

8. 2520 Foreign Aggistance Act 5. 2480
620(J) mm 634 (B) e
620(K) oo 767 () 635(8) e
620(1) oo ' 635(b) ——_____
620(m).._____ but see Sections 101 635(€) e
and 102 635 (A) commmeen
21 T() J— : 635(e) o _____
620(q) e - T67(e) (1) 635(f) o
620(r) - - T67(c) (2) 635(8) e e
620(8) oo 635(h) _—_____.
620(t) e 635 (1) o cmme
620(0) ennceae =51 ) JE—
620(W) oo 635(K) oo
620(X) oo 636(a) ___.._.
620A _________ 767(4) 636(D) e
620B e 636(c) .
621(8) wuee——- T03(D), 201(7) 636{d) -
621 (D) e 636(€) o
S21& _________ 636(f) e
622(2) ~eveme. 702(Dd) 636(g) _______
622 (D) o 636(h)________
622(C) ——eem 636 (1) ——___
628_________ 637
624(a), (b), 638 _______.__

() cmmeememme 101 640A

624 (A} oo 640B__________
624(8) e meemem 640C_ o __
624(f) emeee _— Omitted but see 64 ___________
767(a) (8) 642 .
625(2) oo 721(a) 643
625(b) -————__ 721(b) 644 .. .
625(€) e 645 o _____..
2510 ) T Omitted but see 722 646_. . ________
625(e) - Omitted but see 722(1) T e
625(f) oo T22(m) 648 o
625 (D) mmmmm e 722(0) 649 . ________
625 (1) o - 722(a) 650 ____
625(j) mmmmmm 722(D) 651
625 () — e 722(g) 652
626(2) e 723(a) 653(8) ~—-ooe-
626(D) ——meee 123(D) 653(b) cememe
626 (e} e 723(0) 653(C) .
627 —un 724 oy S
828 725 i
629 e 726 i
630 e 727 657 e e
631 728 658 -
632(8) —cceema- 766(a) ggg ———————————
632(b) e T66{D) e
(210 J—— () 861 oo
632(d) e 862
632(€) omuuum 766(d) 808 oo
632(£) o cmemn 766(e) 8-
682(8) -------- T86(0) 666
S ] ] e
634(D) - Omitted but see 781 % ----------
034(0) e et0
634{@) —murm _. 781 0
834(e)}_——_____ Omitted but see 781 671 e
634 (f) memeewe - T81{2} (8) Q01 ____ . .
634(g) - T81(a)(4) (A) and 902 .-
(B) 908 e

Fereign Assistence Act

65.a)
765(Db)
601 (4d)
65(f)
185(g)
765 ()
765 (1)

756(3)
T63(k}
T65(1)
T49(a)
T49(b)
T49(c)
749(d4)
T49(e)

T46(b), 201(1)
T42(f)

797

702
743

Omitted but see 792
793
04
795
796

792 {not repealed)

761{e)
ri:2]
Omitted but see 782

762

781

“67(b)

104

R

Omitted bat see 502
{mitied but see 503
Ori‘ced but see 503(k)



