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FOREIGN INDEBTEDNESS TO THE UNITED STATES

MONDAY, OOTOBER 20, 1078

U.S. SanaTe,
SupcoMuITrae 0N INTERRNATIONAL
Finanos axp Rzsouroes or TR
Coumrrrae o FinaNoB,
Washington, D.O,

The subcommittee met, pursuant to notice, at 10:10 a.m,, in room
2221, Dirksen Senate Office Building, Senator Harry F, Byrd (chair-
man of the subcommittee), presiding,

Senator Byrp, The subcommittee will come to order.,

The Subcommittee on International Finance and Resources this
morning conducts an oversight review of foreign indebtedness to the
United ‘States. Reasonable men might well doubt that we can ade-

uately review debts owed our Government in a single morning, Yet,
it is important to get a start. :

It would appear that this is another area where Congress has per-
mitted the executive branch to exercise responsibilities without guid-
ance or ﬁuidelines, and perhaps without even knowing what the
executive is doin% with the taxpayers’ money, Foreign countries owe
us somewhere between $50 an ng billion. No ox:_eeszgpears to know
what the figure is as to debts, as debts have been eduled or can-
celed regularly without congressional involvement.

During the past 50 ¥ears or so our Government has loaned or given
aw‘%y more than $250 billion of our taxpayers’ money. ,

e made these Joans and anta for a variety of reasons, some valid
and some in the light of history perhaps not so valid, A larige gor-
tion went to assist our allies and defeat our enemies. Since 1945 an
even larger sum has been transferred abroad to_rebuild Euro
stWhen our allies, and most recently to aid the developing world.

atever the reasons for assistance, the fact remains that much
of the world is indebted both literally and figuratively to the Ameri-
can Government, but more iu;?ortantly, to the American taxpayer.
~ It is the interest of the American taxpayers that brings us here this
morning. Article 1, section 8 of the Con pti{ution‘vests in the Congress
the power ‘of the purse, It i8 our duty to see {hat the public monies
are spent wisely and well and that the financial affairg of our Govern-
ment are conducted in a responsible and orderly manner,

" There is some doubt ag to whether the Songrees and the executive
have pr_oger!y discharged their respective duties to the taxpayers, Our
{)urposé his morning is to explore how the Congress and the execu-
tive might eooperate better to discharge their responsibilities to the
American taxpayer, particularly in the ares of foreign indebtedness.
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‘Without prejudging the issue, I suspect that we can all agree that
there is & need to improve congressional oversight into executive prac-
tice in the manner in which foreign indebtedness is incurred, reported,
rescheduled, and repaid. To our witnesses this mornin{x I would like
to present the following situation and questions. A developing country
becomes heavily indebted to the United States. The U,8. Ambassador
renegotiates the terms of the loan so as to write off several billion
dollars, Is not the effect the same as to appropriate or borrow on the
Treasury? If so, should not the rescheduling of the debt be subject
to congressional approvalf

We are fortunate this morning to have three witnesses who are well
iualiﬁed to discuss this subject. They are: Hon. John H, Hennessy,

ssistant Secretary of the Treasury for International Affairs; Hon.
Sidney’ Weintraub, Deputy Assistant Secretary of State; and Rear
Adm. H. E. Gerhard of the Office of Chief of Naval Operations,

Gentlemen, wo welcome you. Do any of you have prepared state-
ments that you would want to read or submit for the record{

STATEMENTS OF HON. JOEN M. HENNESSY, ASSISTANT SECRETARY

' OF THE TREASURY FOR INTERNATIONAL AFFAIRS; HON, SIDNEY
WEINTRAUB, DEPUTY ASSISTANT SEORETARY OF STATE; AND

_ REAR ADM. H. E. GERHARD, OFFICE OF CHIEF OF NAVAL OPERA-
TIONS, DEPARTMENT OF THE NAVY

StATEMENT OF MR, HENNESSY

., Mr, Hennessy, I have a 'Iprepa're,d statement, Mr, Chairman, I
am Mr, Hennessy from the Treasury Department. And if time per-
mits it, I would like to read it into the record.

Senator Byrp. Yes, we would like to have you do that now at this
point, Mr, Hennes%r. ‘ -

Mr. Hennessy, Thank you, Mr. Chairman,

I appreciate the opportunity to be here today to discuss the inter-
national debts owed the United States and I welcome the interest
ghown by the committee in the subject. It is a matter of considerable
importance, affecting our budget, our balance of payments, and our
‘bilateral relations with other countries.

The collection of foreign debts has been of serious concern to the

“executive branch and over the past 4 years a vigorous effort has been

undertaken to improve performance in this area, A particular effort
has been directed toward improving the reporting and monitoring
of all foreign- debts, and toward collecting delinquent debts. The
Treasury Department has recently completed a m%or expansion of
its debt reporting'1 system, including short-term credits and accounts
receivablo ns well as long-term debts in its reports, The National
Advisory Council on International Monetary and Financial Affairs
now holds semiannual reviews of debt arrearage problems. And the
De art,rréent of Sta%e has }'edtt)glg;d its coordination eﬁor;sdwith ghe
various Government agencies ure prompt payment of due debts,
During the past 8 years, Treasury ,anlc)l Stgtq?hay% appeared seven
times before the different committees of the Congress to report on the
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result of the increased efforts to collect outstanding delinquent debts.
Major progress has been made,

he foreign debts owned the United States have all arisen from
activities of the U.S, Government in the 20th century. They are of two
sorts—the debts which have arisen under Government activities dur-
ing and since World War II, and the so-called World War I debts.

would like to mention the post-World War II debts. The Govern-
ment has eng&ged in & number of foreign credit ;}rograms duringhand
gince World War I, as authorized by Congress. These })ro ams have
resulted in the extension of $54.4 billion of credit to fore Fners. The
most important of these programs have been (1) the Foreign Assist-
ance and related acts, under which about $16.2 billion has been loaned
abroad, 32) tho Agricultural Trade Development and Assistance Act,
under which $8.9 billion has been extended, and (8) the Export-
Import Bank Act, under which $18.3 billion has been loaned, 1
cover, shortly, credits extended under the authority of the Lend-Lease
Act, which\you have also asked us to comment on, ‘

At present we are owed a total of $38 billion in outstanding prin-
cipal, $24 billion, or 73 Eercent of which is due from less-developed
countries (LDC's). The balance is owed by industrialized nations, In
examining the geographical distribution of LDC debt, we find thero is
a large degree of concentration in the poorest countries, who have been
the largest recipients of foreign assistance, India with $5.8 billion and
Pakistan $2.2 billion account for nearly all of the debt in South Asia,
Western Hemisphere countries owe us about $6.2 billion, with the
largest debtors being Brazil ($1.7 billion), Chile (80.9 billion), and
Colombia (80.8 bxlli‘onz ; Enst Asia and Near East countries owe $4.1
and $4.5 billion respectively, with the largest debtors in these regions
113?1’1’3“ Zgndonesm and Korea (about $1 billion each) and Turkey ($1

on).

Western Eurog;an countries owe the United States a total of $6.8
billion with the United Kingdom accounting for $3.8 billion, nearly
60 percent of the Western European total.

Imost all of the vast sums loaned during and since World War II
have been.and are being repaid on schedule. Out of the total loaned
gince World War II, only about $662 million, or 1 percent, was in
arrears as of June 30, 1978, the latest figures on total outstanding debt
available, The largest portion of these arrearag;es, some $367 million,
are from long-term loans owed by four countr: es—Chile (I$124.5 mil-
li(;ﬁ}, I?gypt ($42.3 million), Cuba ($54.0 million) and Iran ($84.7
million), o
Next in order of magnitude is the approximately $204 million that
was in arrears on accounts receivable owed to various agencies as of
June 80, 1973. By far the largest portion of these arrears, some $200
million, can be attributed to chzistical support provided by the United -
States quring the Korean conflict in the early 1950's, Another $25 mil-
lon is in arrears on loans made under the Lend-Lease Act and other
war account settlements, Twenty-three million is delinquent on finane-
ing of military sales, and $21 million under Eximbank programs, .

ia T stated earlier, the executive branch has been and continues to -
b actively engaged in an effort to collect debts. Let me highlight the

rogress we have made in recent months, A number of governmenta
gave settled or significantly reduced their obligations to U.S, agen-



oies. For example, under an agreement signed on April 80, the Govern-
ment of Japan has pre ai%reien full its $178 l:nillioix obligation
stemming from our post-World War II economio assistance to that
country, Another example is the amﬂment back to the United States
of our ori%inal grant to the Huropean onetarer Agreement. At the end
of 1972, at the urging of the U.S. Government, the QECD terminated
the EMA. which had been in operation since 1058, The Treasury De-
partment felt that the original purpose of the EMA had been subs
stantially achieved and thus it should be terminated. After several
years of discussions, the European members decided last December
to terminate the agreement and return to the United States its con-
tribution and earnings thereon, As a result of the termination of the
EMA, the United States received a total of $355 million, which repre-
sonts the initial U.8. contributions of over $270 million and accumu-
Iated interest of $84 million,

Overall, since the late 1050's we have received prepayments from
the Europeans on their post-World War II debts totaling $2.2 billion.

In the area of debt arrearages, Paraguay and Tunisia have paid the
entire principal of their long outstanding indebetedness on fos(:ifn
military snles, We have recently reached an agreement with Haith for
the repayment of & long-disputed post-World War II debt resulting
from the disposal of surplus property. Brazil has paid the Army over
$3 million on & military sales account that was previously reported in
arracars and the Dominican Republic has paid several million dollars
and is now current. .

. Some recent {;mﬁresa hag been made in Tran’s lend-lease and surplus
roperty debt, In March, the Iranian Government paid apiproxima ly

50,000 on certain accounts and in May it indicated that it would pay
an additional $2 million on its debt. However, differences still remain
with regard to the status of some $12 million in delinquent interest,
which are being worked upon.

Finally, after a 8-year hiatus, negotiations have begun with the
Czechoslovak Government regarding their debt with reasonable expec-
tations of satisfactory solution, . L
- In sum, prog]ress ig being made. And we are ogtimistic that many
of the remaining delinquencies can be eliminated, For example, the
changed situation in Chile has markedly improved prospects for re-
payment of that country’s $184 million arrearage to the United States,

ow, Mr. Chairman, I would like to move on to the less-developed
.country debt burden.

While collection experience on the post-World War II credits has
been good, I would like to mention a potential problem, which we are
‘begining to encounter with increasing frequency and that is of mount-
hﬁ concern to the Treasury, namely, the very large and growing debt
of less-developed countries, ‘

As of December 81, 1971, the last date for which composite data are
available, the 81 developing countries had a total external publje debt
outstanding of $79.2 billjon, of which $58.8 billion had been disbursed,
In recent years, LDC debt levels have been growing very rdp dlf‘
more than doub ix;g between 1965 and 19713 and increasing almost 8
percent between 1970 and 1971. This is a faster rate than that at which
‘their exports have been growing and so there has been a marked detert-
oration in the debt service ratio, that is, their percentage of export
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receipts needed to amortize ‘Fearly debt service, About $24 billion, or
30 Igercent of this debt of $79.2 billion, is owed to the United States,
" Debt sehvice payments totaled $8.1 biilion in 1972 and are also grow-
ing rapidly, as grace periods on loans made in the early 1960’s are
running out. Consequently, a number of developing countries are likely
to experience debt servicing difficulties in the future unless their trade
balance improves nnd/or capital is made available in increasing
amounts and on easier terms,

Because of our large finaneial interest in this matter, it is important
that we avoid massive reschedulings or defaults in the future. At the
same time we cannot stop selling goods and services to these countries,
not only because they are essential for their economic development,
but also because the United States needs these export markets, The
need to tailor more closely the terms of export credits to ability to
repay was the major motivation in the executive branch’s sug%)rb
before the Congress and the Finance Committee of the proposed Ex-
port Development Credit Fund.

Let me now say a word on lend-lease debts.

Credits extended under the authority of the Lend-Leass Act show
a similar history of repayment combined with some remaining arrear-
ngea. Lend-lease was conceived and executed “to promote the defense
of the United States * * * as provided for in the lend-lease law.” The
grogmm was inaugurated on March 11, 1941, as our peacetime con.

ribution to nations aiding our defense b resisting Axis aggression,
After the United States was attacked, lend-lease became an instrument
by which we strengthened our allies according to the strategio plans
of the allied nations as a whole. Unlike the method used to &rovide
aid in the First World War, where the United States loaned its allies
cash which they used to purchase goods and services, lend-lease pro-
vided the goods and services directly, The Iend-Lease Act provided
that the terms and conditions of repayment were to be those “which
the President deems satisfactory”—a flexible method which was olearlg
established to reflect the extraordinary circumstances under whic
tglesedaégoreem:nta were made and the special situation they were de-
signed to meet,

%'xlx settling the lend-lease accounts with our World War II allies, the
United Staf%s did not request compensation for lend-lease goods iost,
destroyed, or consumed during the war, nor for combat items such as
tanks or aircraft in the custody of tho armed forces of our allies at the
end of the war, Payment was requested for the value of post-war civil-
ian lend-leage goods in the yossession of other countries at V-J Day
and for lend-lease goods delivered after V-J.Day. The general guides
lines for credit settlements of the lend-lease accounts were established
by the National Advisory Council (Action No. 40, Feb, 27, 1948).

The arrearages on our lend-lease accounts totaled $02 million as of
June 80, 1073, The bulk of this sum was owed by the Republic of
China (886 million), oo

Mr, Weintraub of State will provide details on lend-lease settle-
mentsd in his statement, including that signed with the Soviet Union
on_October 18, 1972. : - ‘ L

Finally, let me say a word about the so-called World War I debts.

During World War I, the United States made loans to its allies by
purchasing short term and demand obligations of the respective gove
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eBrnlrlnd:nXs g:der the'suthority of the First, Second, and Victory Liberty
o c
. In 1921 and 1922 Europe was in a state of financial disorder. No
debtor nation could have paid its debt to the United States had pay-
ment been demanded and many were unable to pay the interest that was
due. Recoﬁ;uzia% this predicament, Congress created the World War
Foreign Debt Commission on February 9, 1022, to ne%?tiate funding
agreements with the debtor governments, under which their obliga-
tions would be refunded “in such form and on such terms, conditions,
date or dates of maturity, and rate or rates of interest, and with such
security, if any, as woul be deemed for the best interest for the United
States of America.” However, the statute sgeciﬁoully stated that it
did not authorize “cancellation of any Eart of the indebtedness except
through payment thereof.” By 1926, the Commission had negotiated
settlement of the World War I debts of all foreign governments.
. Payments on allied debts were made accordl:xlg schedule until
1981, when the world depression led to the suspension of payments, On
June 80, 1981, President Hoover proposed, subject to congressional
approval, suspending during fiscal year 1082 all payments due to the
nited States by the debtor government, provided a similar step was
taken by European creditor governments regarding Bayments of in.
tergovernmental debts and war reparations due them. On December 28,
1981, by joint resolution, Congress authorized the Secretary of the
Treasury to conclude agreements for this moratorium fpropovso.l. This
act also expressly provided it to be against the policy of Con that
any indebtedness be canceled or reduced. The amounts due in fiscal year
1032 were to be re}mid over a 10-year period beginning July 1, 1983, at
an interest rate of 4 percent. All of the %:vemments indebted to the
United States, excep Yugosltwia, accepted the proposal and agree-
ments were concluded with each governmenc in 1982,

After the moratorium expired Germany paid no further reparation,
and all debtor governments except Finland then refused to make pay-
ments, or made only token payments.

Tn 1941 the United States notified most of the debtor nations that,
in view of wartime conditions, we would discontinue our practice of
gending them bills while at the same time we emphasized that this
constituted no waiver on the part of the United States.

As of December 81, 1972, the outstanding World War I debt includ-
ing unmatured principal and interest, totaled $24.9 billion, of which
$2%.2 billion was delinquent. The largest due and unpaid accounts are
with the United Kingdom ($8.8 billion), France ($6.1 billion), Ger-
many ($1.5 billion), and Italy (81.4 billion).’

While the countries which have large World War I obligations to
us have never denied the juridical validity of their debts, they have
linked payment to us to the condition of simultaneous payment of
World %V'ar T reparations by Germany to them in amounts which
roughly offeet their war debtsto the United States.

Resolution of the problem of governmental claims against Germany
arising out of World War I was deferred “until a final general set-
tlement of this matter” by the London Agreement on German external
debts, to which the United States is & party, concluded in 1958. This
agreement was ratified by the U.S. Senate and has the status of a
treaty. ‘
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While the U.S. Government hag never recognized that there was
any legal connection between the World War I ob]iﬁ:.tions owed us
and the reparation claims on Germang, there is & linkage in reality,
whicih makes the issue as such a sensitive political as well as an eco-
nomic one.

After recent testimony before the House Subcommittes on Foreg]gn
Operations and Government Information, it was agreed that the Na-
tional Advisory Council would make a study and present concrete
proposals on this debt. We expect to reach conclusions and make rec-
ommendations in the near future,

This, Mr, Chairman, concludes my prepared statement. I shall be
lad to answer any questions Iyou or members of the subcommittee may
ave regarding international debts owed the United States.

- Senator Byrp, Thank you very much, Mr. Secretary. This is a very
interesting and comprehensive statement that.you have presented.

In trying to follow it as you were reading, the total indebtedness by -
foreign governments to the United States amounts to how much{ .

Mr. Hennrssy, It amounts to $33.2 billion as of last June 80, if you
exclude the World War I debts, If you add World War I debts to that
you gt a grand total of $58.2 billion,
bﬂ?ienator Byrp, That is what I wanted to get, the total which is $58.2

on, ’

Mr. Hennessy, $58.2 billion is the total amount, We have an acs
counting convention where we divide the obligations into three cate-
gories. One is long-term debts, those debts whose original maturities
were greater than a year, Then we have short-term debts, which are
debts with maturities of 90 days up to and including a year, And then
%edhave accounts receivable, which are debts with maturities under

ays. ,

Nogv, the latter two were not included 2 years ago in our reporting,
But as a result of congressional hearings in the House, we completed
a reporting system which identifies both the outstanding indebtedness
on the short-term debts and accounts receivable, and the arreara
which pertain thereto, And this was, I think, an important step which
closed a significent loophole in our reporting. We do have complets
figures now. Every 6 months we submit our figures to the Congress, as
has been our practice for some 8 years now. ,

Senator Byro, In iyour statement you soint out that the outstandin
World War I debt, including unmatured principal and interest, totals
$24.9 billion, of which $20.2 billion was delinquent as of Decem-
ber 81st, Is any interest being paid at all on these World War I debts?

Mr. Hennessy. No payments of any kind are being received at this .
time, Finland is the only country which did pay the entire amount.
So that amount of $20.2 billion included both delinquent prineipal and
delinquent interest. And, of course, because of the fact that interest
has not been paid, the original debt, which was some $12 billion, has
grown to be almost $25 billion total, And the total outstanding due
on interest is greater than the principal, : .

Senator Byrp. Now, the United Kingdom, your paper states, owes
the U.S, Government $8.8 billion. What was the last date on which
8 principal sa{ment was made and the last date on which an interest
debt was made '

Mr. Hennessy. By the United Kingdom
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‘Benator Byro. By the United Kingdom. - :

Mr. Hennessy, Here again I do not have the facts at hand, but I
believe it was before the Hoover moratorium, which would make it in
1080 or 1981, which was the last time & payment was made by any

overnment by either princilpal or interest except for Finland. After
5\9 Hoover moratorium Finland was the only country that continued
to pay on these, And since the moratorium there have been no pay-
ments on principal and interest. I can double-check that, but I think
that is accurate,

Mr. WrinTrAUB, I can verify that, Mr, Chairman, The last sagrment
paid by the United Kingdom on principal or interest was in 1983,

Senator Bynp, Has the U.8, Government made any effort to collect
either principal or interest on the World War I debts from the United
Kinlgdom, France, Germany, and Italy{

Mr. Hennessy, In my statement I 'Foint out that the billings were
discontinued during World War II. The London Conference in 1958
attempted to address this issue once more, which obviously has politi-
cal ag well as economic dimensions to it. At that time it was felt that
there was such an interconnection between the collection of the German
roparations and our World War I debts-that it was not practical to
push forward with settlement of this issue,

For instance, the United Kingdom owed us some $4.7 billion of the
original $12 bﬁhon, and they in turn were owed some $11 billion by
other allies and by the Germans, And the same is true of France,
which owed us 7 of the or(ifinal $12 billion, and they in turn were
owed $3.5 billion by the Germans. So these debts were all inter-
connected, The reason this issue has lain fallow for 50 years is con-
nected with the war and the sentiments and the 6)olitica,l consequences
that are derived from it. I believe in the early 1980’ the last payment
made by the French Government to us was followed by that govern-
ment falling, So it is obviously a sensitive and complex issue, We
{xm}r{e taken a new look at it. We think it is appropriate to take a new

ook,

Senator Byrp. You have taken a new look. How have you taken a
new look and when did you take a new look ,

Mr, Hennessy, As a result of these congressional hearings that
have been held for the past 8 years by the ?—Iouse Subcommittee on
Foreign Operations and Government Information, we agreed that the
National Advisory Council would take a new look at the World War I
debts. We made a study in 1068, However, given the situation at this
time, we think it is appro;)riate to examine the matter anow. I do not
want to be overly optimistic that there is any panacen or easy solutions.
But we are asking the National Advisory Council to give the matter
consideration. The Secretary of the Treasury is the Chairman of that
Couneil, which includes all the major de;t):rtments, and, of course,
he would be in close contact with the Secretary of State on this entire
matter, There is close coordination among all the participating agen-
cies. We hope to come up with some specific recommendations,

Some people in the Congress have said, well, if you cannot collect
this debt, then you shoul writ%oit off, or should make some other
recommendation. We are trying to take a fresh look and see if there
a;fe b};(}rhaps gome approaches or methods that have not been thought
0 ore, : S croo o A
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I notice from your report, which has come out todaKi that you have
some ideas. All of these aspects will be looked at. Most of them I
think have already been under discussion. We hope to come up with
some conclusions, I would say, by the.end of the year, or the early
part of next year, '

Senator Byno. But nothing of concrete nature has been done

Mr. Hennessy, Nothing, .

Senator Byno, I think considering the matter of $114 billion in
the case of Germany—iwe are having quite a problem with our balance
of payments there a8 a result of kesping so many troops in Western
Germany—would it not be logical and practical to work something out
along that linet

r. Hennessy, I would like to defer to Mr, Weintraub of the State
Department on this issue. But it seems to me that we do have to recog-
nize that these World War I debts are tied to reparations and the
Veranilles Treaty, and the subsequent historienl backgrounds of the
Second World War, and if we tl?v to link these directly to any other
deal, whether for goods and services that we have sold in the last 18
years, or for troops stationed in Europe, we are adding a very serious

olitical dimension to our financial and economic problems, Now, that
o0es not mean that you might not want to do it, On that I will defer to
Mr, Weintraub, But it does, I think, add a very difficult political com-
onent, and perhaps one that, at least to my personal judgment, might
unwise, I think we are, of course, attacking the balance:of-payments
problem, It is o great concern to the Treasury, We think the latest
trade figures give us some great hope that our situation has turned
around, a8 we have been saying it would, and that we are strongly back
on the track to recovery. BBut nevertheless, we do have a serious prob-
lem, and we are concerned with it, and we are willing to explore any
and all possibilities, :
l?e‘(llt let me defer to Mr. Weintraub on the particular question you
08 ] .

Mr. Weinrtrau, I also have a prepared statement which I would
like to read at some point. I can do it now or at a subsequent stage, at
your convenience. :

Senator Byro, There are several aspects of Secretary Hennessy's
ga::nment_l would like to explore temporarily, and then I would like

on you.

Mr, WeiNTrAUB. I have very little to elaborate on what Mr, Hen~
nessy said. We have over the last months examined in some detail the
implications of the World War I debts, and are examining what op+
tions are open to us, and just how one should proceed inn\%ew of the
complex interrelationships which exist among the countries dating
back now for a good number of years. You are correct in that we have
not reached any conclusions ag to the best way to proceed. But I hopé
that we will be in a on in the relatively near future to at least
make.some recommendations as to how.to proceed. .
- Senator Byro, Is our Government accmﬁng the interest periodically{

Mr. Huynessy. Yes, We continue to accrue interest on our
grillnli&l;; i:o\;hy the debt lins grown from §12 billion to-the total of #25

- Senatof Btab, What interest rate did fou use ' o
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Mr. Hennessy, There were different rates that applied to different
loans. Some I believe were 4 Eercent and some 3 percent. I can supply
those for the record, But I think it was an average of around 4 per-
cent, according to the underlying agreements which were signed with
the individual nations. .

Senator Byrn. What I ani golng to ask now does not apply to World
War I, of course. But does not Japan owe something approaching a
billion dollars? ,

Mr. Hennressey, As I said earlier, Japan prepuid to us early this
year some 8175 million outstanding. We approached them on our own
and said, could you repay this§ And they agreed. According to the
figures I have, the total outstanding indebtedness of Japan to us as of
June 30 was about half a billion dollars, of which $320 million repre-
sents Export-Import Banks credit. When the Ex-Im Bank makes long-
term sales to Japan, the Bank of Japan then buys Ex-Im Bank paper
roughly offretting amount. The only outstanding amount which might
be termed not of a commercial nature is $165 million which the Jap-
anese Gfovernment owes us, which came out of the Ryukyu Islands
settlement, and also reflocts the residual of the occupational forces
debt. All this debt is being paid on schedule. We have discussed with
them the possibilities of prepayment, But we believe that because
of the sensitivity of the occupation issue it is best that they continue
to pay that on schedule.

enator Byrn. You mean the occupation of the Ryukyusf

Mr, Hennessy. T do not have the breakdown on the $165 million
debt, but a ﬁortion of it came from our occupation forces expenditures
there, which they funded, and which are being paid over time, Japan
has made all of these payments on time.

Senator Byrp. You said you have sought accelerated payment or
prepayment § ,

Mr. Hennessy, We have, and received prepayment early this year
on the Public Law 480 loans. We have informally discussed at differ-
ent times some of these other war-related accounts and they thought
that it was not necessarily appropriate that they prepay those. We
agreed with their judgment and are not pursuing those informal dis-
cussions at this time, : '

Senator Byno. Thank you.

I want to return just a moment to the World War I debts, You bring
out about the moratorium. And incidentally, I am most interested to
note from your payment that President Hoover's proposal, which led
to the suspension of payments on a temporary basis, was conditioned
on congressional approval. And \it seems to me that is significant,
because it recognizes the congressional role in this matter, -

- And then you point out that all th%agovemments indelited to the
United States except Yugoslavia accepted the proposal and the agree-
thents were concluded with each govérnment in1082, - . - :
fter the moratorium expired; your paper’continues, all debtor
governments except Finland then refused to make payments, or made
only token ;myments. ST S c
~ 86 that is the situation that has prevailed from that time to the
present, I take it, is that the governments, namely, the largest ones
you list here, Great Britain, Krance, Germany, and Italy, have just
refused to make any payments,
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. Mr. Hennessy. That is correct, sir.

Senator Byro. Fither on principal or on interest.

Mr, Henngessy. That is cofrect.
- Senator Byrp. After we up to this point have taken no firm or

efinite steps to attempt to seek payment.

- Mr. Hennessy. The countries were billed rff;ht up through the
ear}i\g '{»ortion.of World War II. And'I believe discussions were held
at different times prior to that. Of course, the world was emegiing
out of the depression, and then entered the Second World War. Since
the Second World War the only time, to the best of my knowledge,
that the United States and other governments made a concerted effort
to try to come up with somethinb% concrete, something acceptable was
at the London Conference in 1058. And nothing came of that.

Senator Byrp, That was 20 years ago. And nothing firm has been
done since them ¢

Mr, HenNEssy. I believe that is correct. -

Senator Byrn., Just one further question. I want to come back to
this, but in the meantime, I want to call on Mr, Weintraub.

our examination of dobts owed the United States, does that in-

clude debts owed by foreign governments for the sale of U.S, warships{

Mr. I‘IBNNESB‘.!;I\WOI’ ng to the regulationy which we put out, if a

sale was involved on credit terms, it should be reflected in these fig-
ures, As I say, ench agency is under very precise regulations to report
to us every 6 months the total of their expenditures broken down by
country and by pro%gam. And they do that. I assume that their rec-
ords aro up to date. The GAO monitors each agency individually, We
do not, of course, go over the books of each individual azency, and we
take their figures at their word.

Senator Bynn. We will explore that further when we call on
Admiral Gerhard.

Thank you, sir.

Secretary Weintraub.

STATEMENT oF HON. StoNey WEINTRAUB, DEPUTY ABSISTANT
SECRETARY OF STATE

Mr. WernTrAUB. Thank you, Mr. Chairman, : :
* T would like to speak briefly on the general approach of the execu-
tive branch to the question of foreign indebtedness to the U.8. Gov-
ernment., Thig is a broad sutaect and éncompasses many different
types of debts—for example, those associated with war materiel de-
l%,ered during a time of actual hostilities, those associated with the
reconstruction effort in Europe, those ated with the provisisc of
surplug foodstuffs to underdeveloped countries, and mosi recenit,
those designed to enhance the development effort of the wociu = “‘(
veloping countries, o ' : -

Tn all cases the United States has extended credit on the assumption
that loans will be honored and will be repaid according to & mutually
agreed schedule betweer the United States and the debtor. .- .

“Senator Byro. May I intérmipt ab that point{ I think that isa ve

impertant and significant statement to have in the record. That woul
certainly have been my underatandingt,‘ and I am glad-to have'it.as &
part of the record froin the Department of State, .. . - »
" Mr. WeintrAUs. Thank you, sir.  * "~ . -
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The lending agencies are meticulous in granting loans, or guaran-
teeing commercial loans, to protect the tax yers' right to expect full
repayment of all debts. T would like to emphasize that the vast major-
ity of the indebtedness to the United States is honored and repaid
on schedule. In fact, only 2 percent of the outstanding debt is delin-
quent by 90 days or more, even smaller peroen%ge has been re-
scheduled or otherwise renegotiated. This excludes World War IL

Senator Byrp, I want to interrupt you at that point. You are ex-
cluding the $28 billion from World War It ,

Mr. WerNTRAUB. Yes, I was in that statement. And I was going to
tell you that as written it is inaccurate, and I was going to amend it.

Senator Byrp. Thank you.

Mr. WeinTRAUB, Agein, excluding the World War T debt with its
complex history, I think the percentages of delinquencies and collec-
tions of the Federal Government compare favorably with the best per-
formance of collecting debts of the private sector of our economy. _

1t is, however, because of their exceptional nature that debts which

are delinquent or rescheduled attract special attention, The practice of
rescheduling debts is not common in the U.S. Government and is not
viewed as a normal policy instrument for gorovlding aid or otherwise
influencing bilateral relations with a debtor country. All activities
which take place between two governments obviously have a political
as well as an economit.dimension, and debt rescheduling is no exceﬁ-
tion. However, economic and financial motivations must provide t
main impetus for rescheduling.
" Tt is sound financial practice’ to avoid the bankruptcy of a debtor
who faces & temporary liquidity crisis. Tt is sound practice to grant
temporary relief from contractual debt obligations when guch relief
will improve the prospects for actually collecting the debt. An in uiry
of the banking community would reveal that those hard headed finan-
ciers also consolidate, roll over, or reschedule payments to meet unfore-
geen events affecting the borrowers’ ability to repay. This practice is
not confined to private tranpactions, but extends to transactions be-
tween private banks and foreign governments.

On the basis of these principles, the United States does from time
to time extend relief to its debtors. Of particular moment today is the
debt relief granted from time to time to glevelopmg countries, The
United States has participated in debt-relief exercises for countries
{n defanit. that is, temporarily unable to meet their obligations. This
is normally done in & multilateral context in which the ereditors in-
corporate economic conditions designed to assure that nolicies of the
debtor will be such as to avoid future debt crises. There has been
multilateral debt reschedulings designed to avoid default and which
gimilarly contained conditions to encourage the development effort
of the debtor, . . , o

In general, we must be in a position to react to situations unfore-
geen at the time loan agreements are signed.Soroetimes the use of
rescheduling is necessary to gaiu any x;t)a{mentr from the debtor on its
obligations: T could cite in this context the Egy‘[:tian rescheduling of
1971 which ended 4 years of total: default 2&: e Egyptian Govern-
inent. But In' all cases it.'is our practice to in & result. in the best
overall dnterest of the United States. - * - .. .« v i

Senator Byro, Maybe I:should int»rmpt“fo'n there; if I'may. Would
you explain what you mean by the rescheduling of the Egyptian debt
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Mr. WerntrRAUB. The Government of Egypt at the time of the 1967
war ceased paying, not just to the United States, but to a good many
of its other creditors and made no effort to repa%7 prior to the re-
mhedx(:lling. And we provided no further credit while the delinquency
existed.

We then reached an agreement which stretched out the original
term of the debt to conform to the ability of Egypt to pay. We were
not alone. Other creditors did the same thing. And by working on
a rescheduling agreement, they admitted the full debt. Although they
were delinquent, as Mr. H’ennessy said, they recently made a payment,
and they are in general conforming\to the rescheduling made in 1971,

Senator Byro. Did you cancel or reduce any of the debts?

Mr, WeinTrRAUB. No, sir.

Senator Byrp. You stretched out the payments$

Mr, WeinTRAUB. We stretched out the ‘payments.

Senator Byro. How much of a stretch

Mr. WeintrRAUB. It was about $145 million. I can give you the
exact terms. Over a 7-year period beginning January 1972, with an
interest of 6.4 percent.

Senator Byrp. Thank you.

Mr. WeiNTRAUB. I might say, Mr. Chairman, that in this particular
case, since I was involved in the negotiations, I did consult with sev-
eral committees of the Congress before we reached any agreement.

Mr, Henngssy. I might add that in the 1972 Annual Report which
the National Advisory Council submits to the Congress there is a
section which deals with this debt, The report details the terms and
conditions of all four debt schedulings during fiscal year 1972, The
Egyptian rescheduling was discussed within that report to the
Congress, :

Senator Byrpn. Thank you.

How does the Egyptian Government pay the Soviet Union? I as-
sume they pay with §reuter promptness. .

Mr. WeINTRAUB. I rather doubt it. I really do not know the facts,
but I doubt it. In fact, I think they have been repaying us with greater
promptness than most of the other creditors,

Senator Byro. They have been paying the United States better than
other creditors? L . ‘

Mr. WeinTrAUB, I do not know the facts as to the Soviet Union, but
I think the delinquency has been greater. o
* Mr, Hennessy., I think the vast amount of the assistance that the

Soviets have given to them has been on a grant rather than a loan

basis.

Mr. WirntraUB. If I may turn to the (i;xestion of ‘delimiuent debt, a
problem common to all institutions which extend credit. I would like
to outline brieﬂf the procedure followed by the U.S. Government in
collecting its delinquent debts, - ‘ '

Primary accounting control and collection responsibility lies with
the agency which incurred the delinquent, obligation. The contracting
!f ey :;has’the necg:gsary ofs‘milm{)i:%with&e transm‘éion :{s 3)‘; ﬁv}i&le.

is in the hest position to.judge.both our Government’s and the other

oveinrﬁexgim%?;limw wiut‘la\‘g:iw basic contract, Most agencies find
that governments want to keep their accounts current, These agencies,
whenever possible, want, to avoild politicizing an account through dip-
B T = P S e
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lomatic intervention, which can disturb working commercial relation- -

I

ships.

rom time to time, however, a case of nonpayment will arise, for
‘which normal collection procedures are not effective. In such cases, we
ask creditor a%?mies to refer the matter to the Department of State.
In May 1971, the Acting Secretary of State sent identical letters to 37
Government agencies offering assistance and outlining our procedures
in handling debt delinquencies.

When a.case is referred to us, we ask for o complete file, including
-any arguments which the debtor country might have made in resisting
payments, These can include uncredited payments, difference of inter-
pretation of language, different exchange rate calculations, or non-
receipt of goods. This flle is forwarded to our Embassy in that country,
with instructions to bring the matter to the attention of the appropri-
ate authority. The Deputy Assistant Secretary of State for Inter-
national Finance and Development is responsible for directing this
effort. In addition to the recent surplus property settlement with
Korea, recent collections of long-delinquent debts from such countries
a8 Paraguay, Tunisia, Colombia, and Haiti demonstrate the value of
this procedure,

The Department of State is certainly aware of the serious and legiti-
mate concern of the Congress in meeting its responsibilities with re-
spect to assets of the United States. - .

Senator Byrp. May I interrupt there? I think that is a very im-

ortant statement. The “legitimate concern of the Congress in meeting
its responsibilities with respect to the assets of the United States.” So
I judge from your statement that the State Department recognizes—
and you so state—that the Congress of the United States, which is
charged-under the Constitution with ap;impmatmg funds and safe-
arding the agsets of the United States, has a very definite responsi-
bility.in regard to renegotiation of commitments made to the United
States and the collection and handling of any indebtedness to the
United States.- .. - . - . . . R

Mr. WeNTRAUB. Yes, sir; I believe the Congress does haye a re-
sponsibility, and T ’woufgl not deny this for an instant. Just how the
Congress wishes to exercise its responsibility is a matter of somewhat
more discussion. In normal banking operations, which is what most
of the actions are, normal banking .operations proceed by informing
the shareholders and the directors.of the bank, but in each and every
case that a bank undertakes an pperation, it does not necessarily see

xplicit, advance a p;;ova}{ from its sharcholders or from its board.
g‘here is an obligation to keep them informed, and thére is a review
responsibility, When the ,amqqqii: is si%t‘nﬁcant, I think there-ig rather
a major consultation responsibility. I did not wish to.imply lgr agree-
ing with you that there was any one way necessarily. fox the Congress
31'1316 executive branch to meet their respective respongibilities in this

e PR SN . . ) ‘ . L , L "
. Senator. Bxzp. I was not ,spealfin%din regard to the making of the
loan. I was speaking more in regard to the collection of the loan or the
reduction of hevloa.rf or in some cases the cancellation of the loan.
« Mr, WeintrauB. I understand the point you are making. I was re-
ferring to the same processes, YRS

.. We rocently have taken a new ateg tgward assmtin% he. Congress
in ‘fulfilling its responsibility. In a letter of-August 2, 1978, to the
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Government Operations Committees of both houses, in response to a
'GAO report on.the debt question of less-developed countries, the Sec-
retary of State stated his intention to incorporate in the Secretar,;’s
annual report to Congress on foreign policy a full discussion of the
debt situation and active debt negotiations. This report will supple-
ment the ongoing consultations between the Con and various rep-
resentatives of the executive branch on specific debt issues.

I might add that the National Advisory Council in its reports also
now submits comparable information, : . -

I would now like to turn, Mr. Chairman, to some specific cases in
which this committee has expressed a particular interest,

. PROPOSED INDIAN RUPEE SBITLEMENT

;. We are discussing in New Delhi a possible rupee debt settlement
with India. The objectives of this action have been presented by Am-
tsmssador Moynihan to many of your colleagues in the House and

énate. . .
~ Senator Byrn. Let me get that point clear, if T may interrupt you
at this point. “The objectives of this action have been presented by
Ambassador Moynihan to many of our colleagues in the House and
Senate.” Has any specified proposal been submitted to the Congress?

Mr. WeinTRAUB. At this }fint, no, there has not.

Senator Byrp, And I take it from the way that your statement is
worded we are discussing-a possible debt settlement, so that no final
agreement has been made, I take it ¢ : C

Mr. WeinTRAUB. That is correct, sir,

As this committee is aware, we hold two types of financial assets in
India: a dollar debt and a rupee debt. The proposed settlement deals
only with rupees. The Government of India owes us a dollar debt of
about $3 billion from hard currency development loans made by AID
and predecessor agencies, export loans from Ex-Im Bank and dollar
repayments of agricultural commodity purchases on credit.- The In-
dians continue to meet scrupulously their debt service obligations on
these dollar loans which amount to $130 million annually and will con-
tinue at this average level for the next 5 years. o

The Indians also owe us about $3.2 billionxequival‘ent in nonconverti-
ble rupees. Qur rupee assets consiat of over $800 million equivalent in
current deposits with India’s central bank and $2.4 billion in outstand-
ing 'princi&al.on rupee loans owed to us and repayable over the next
40 years. With interest, rupees come into our central bank account at
over twice the annual rate at which we spent them, The rupees come
largelv from Public Law 480 proceeds pursuant to agreements con-
cluded in the 1960’s and from other rupee-repayable loans from the
1950’s. The original a%reements limited the use of our rupee assete,
largely to coverin}z U.S. expenses in India and to grants.or loans to
the Government of India for Indian development. Ini effect, we cannot
uge these rupees outside Indid and their use inside India is restricted
by theterms of the original agreements, -~~~ - . ¢ S

As the General Ac‘countmg Office’s 1871 report made clear, “it ap-
pears highly unlikely that the United' States.will be able to ‘convert
more than a small portion of its total rupee holdings into real resotirces
for its own use.”
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* In no other country are our local currency holdings so large or the
present arrangements such that we are faced with & comparable
situation. . ‘

A basice (smrpose of the negotiations is to iut a foreseeable, albeit
distant, end to the situation under which we have substantially more
rupees than can be converted into real resources, We seek to convert
ugusable rupees into usable rupees under conditions agreed to in
advance,

The discussions in New Delhi have been the subject of intensive con-
sultations with Congress.

Senator Byrp, Let us get that clear. How do ﬂou mean, intensive
consultations with Congress; what do you mean by that?$

Mr, WeinTRAUB. I try to clarify that in the next sentence or two.

Senator Byro. All right.

Mr. WeiNTRAUB. In September, Ambassador Moynihan consulted
with some two dozen Senators and Repyresentatives, members of the
Agriculture, Foreign Relations, and Appropriations Committees. I
might say at this point that since the discussions are still in the negoti-
ations stage, I do not think it would be appropriate in an open session
to go through the terms in the negotiation process.

enator Byrp. The terms have been published in the newspaper.

Mr. WeintraUB. Not all the terms under discussion, and not fully,
sir. But if g:m wish, we are quite prepared to provide you in Executive
session with as much information as you may wish as to what has
taken place and what the differences are in the negotiating process.

Senator Byrp. And I assume that any final decisions will be sub-
mitted to the Congress, since we are dealing with tax funds?

Mr. WeintrAUB. If I may continue with my statement, I think I
mary come to this point. .

welcome the opportunity these hearings afford to provide this
committee with any information desired concerning our proposal—
this is what Y just detailed—which in accordance with section 104
of Public Law 480, will in any case be transmitted by the President
to the Senate and House Agriculture Committees for their review at
least 80 days in advance of taking effect. This is according to the
statute.

Miay Imove to World War II and related debts?

In'my ?repared statement I will cite only a few exceptional cases
in this wide field. Most of these accounts are regularized, but the
fow exceptions attract a great deal of attention. Indeed, I think the
more our total collection efforts are examined, the better we in the

(Government will look.
LEND-LEASE SETTLEMFNT WITH THE SOVIET UNION

On October 18, 1972, then Secretary of State Rogers and Soviet
Foreign Trade Minister Patolichev signed an agreement which settled
the Soviet Union’s lend-lease debt to the United States. The settle~
ment removed what had been a major obstacle to the development of
more normal.econgmic relations between our two countries. ’Un#er
the terms of the agreement, the Soviet Union will pay at least $722
million by July 1, 2001, _ ;
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Senator Byrp. May I interrupt at this point? The amount which
tbehfts?yiet Union owed the United States was $2,6 billion; is that
ri .

r. WeintRAUB. No, sir. There had been no agreed amount that
the Soviet Union owed the United States. This was subject to a
negotiating procedure.

nator Byro. What the United States claimed the Soviet Union
owed the United States was $2.6 billion. .

Mr. WeinTtrAUB. It was at very early stages of the negotiation

rOCess.

P Senator Byro. That is right. But at one point or other the United
States contended that the Soviet Union owed the United States $2.6
billion ; is that not correct ¢

Mr. WeinTrAUB, This is true. But the discussions had broken off
some 10 years previous to that. The amount we were seeking then was
some $800 million.

Senator Byrp. I would like to read into the record at this point a
statement which you made in testifying February 18, 1972, before
the House Subcommittee on Foreign Operations and Government In-
formation:

In lend-lease settlement negotiation with our allies, including the Soviet
Union, it was our poliey to seek payment only for those goods which had use+
fulness in the civilan economy. After repeated requests for an inventory of
these civilan-type articles in the Soviet Union went unanswered, the United
States estimated their value at approximately $2.6 billion.

So I think it is clear from your testimony as well as from other facts
that are available that the United States did feel that the Soviet
i()[ﬁi.on, did contend that the Soviet Union owed the United States $2.6

illion, ‘

Mr. WrinTRAUB. I do not contest the statement you just read.

Senator Byro. Thank you,

Mr. WeinTraUB., In negotiating repayment agreements with all
major lend-lease recipients, the United States has sought no payment
for goods lost, consumed, or destroyed during the war or for combat
items left over at the war’s end. We have sought payment for civilian-
type goods which survived hostilities and for all goods “in the pipe-
Tine” but delivered after the lend-lease program formally ended (Sep-
tember 20, 1945). , oL

. The Soviet Union had been making regular payments on the “pipe-
line” account and the remainder due on that account was included in
th%globnl sum of the overall settlement. «

Negotiations with the Soviet Union to reach agreement on the
amount 'to be ?ai(l for civilian-type goods had foundered over the
years on two points : First, there was no agreed statistical base on which
to*tziasp the value of such goods remaining in Soviet hands, The Soviet
Unioni did not ﬁresent an inventory of what they had and rejected

ich had been put forward by our Government, Set-
tlement figures offered by the Soviet Union during the intermittent
negotiations were always unacceptably low. This is the point that
you just referred to a moment ago, Mr, Chairman, ‘

Second, the Soviet Union wanted the United States to give effect to
atticle VI of the standard lend-lease agreement which stated that the
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terms and conditions for repayment “shall be such as not to burden
commerce between the two countries, but to promote mutually advan-
ta{;eous economic relations between them and the betterment of world«
wide economic relations.” The article also specially mentioned “agreed
action” directed to the “elimination of all forms of discriminato
treatment in international commerce, and to the reduction of tarifis
#nd other trade barriers,” The Soviet Union argued that article VII
indicated to them the prospect of improved economic relations, but
that the United States, in 1951, had terminated the most-favored-
nation tariff treatment that Soviet goods had previously received
under a 1987 commercial agreement. Thus, for the Soviets, & resump-
tion of most-fuvored-nation treatment became a condition for a final
lend-lease settlement. We agrued that a lend-lease settlement was a.
condition for even considering most-favored-nation treatment.

The a%feement of last October combined a settlement figure close
-to that which had been requested by the United States Ipreviously, and
comparable to that reached with other World War II allies.

Senator Byrp. How do you justify that assertion when you just

ointed out that in your testimony of February 18, 1972, that the
oviet Union owed $2.6 billion

Mr. WeiNrraus. From the first inventory given we thought the
Soviet Union owed was $2.8 billion. When the discussion broke up in
1952 the figure that the executive branch was then seeking to get as a
result of give and take over the interim years was $800 million,

Senator Byrp. The fact is, it gets back to the original figure of what
we claimed was owed to us. And under your own testimony as well as
other facts and figuresthat have been submitted, it is $2.6 billion. Thus,
the settlement is nowhere near the amount really owed to us, it is about
80 cents on the dollar.

Mr, WeiNTRAUB. I will submit for the record, Mr. Chairman, a pub-
lication on the lend-lease settlement of the Soviet Union which com-
pares it with the lend-lease settlement of the United Kingdom. And
the United Kingdom’s was typical of some of the other lend-lease
settlements—in order to give some indication of what was received
on the dollar in the lend-lease,

Senator Byrp, What I am sug%;mtin is, and the point I think the
record ought to show, is that the U.S. Government contended that the
Soviet Union owed the United States $2.6 billion. And you have testi-
fied to that. So I do not think that is a point at issues at all,—

Mr. WeiNTrRAUB. I am not quarrelling with that issue,

Senator Byrp. Will you proceed . ‘

Mr. WeiNTraUB, The agreement contained a provision making pay-
ment of $674 million of the $722 million conditional upon re-extension
of most-favored-nation tariff treatment to Soviet goods. As you know.
the administration has requested conﬁressxonal authorization to extend
most-favored-nation treatment to the Soviet Union as part of the
Trade Reform Act of 1973,
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T might note that the Soviet Union-already has paid $36 million
of the $48 million payment which is unconditional under the
agreement. , ) ) Y ,

For the record, I am submitting an information sheet giving addi-
tional details on the terms of the final settlement and a comparison
of that agreement with the lend-lease accord with the United Kingdom.
And as I stated earlier, for the record, if agreeable, I will submit an
information sheet giving additional details on it.

Senator Byrp. It will be inserted in the record.

Mr. WeiNTRAUB, I will be very brief on World War I debts.

Senator Byro, Before we get into World War I debts, let me ask
you a moment about this %)roposed agreement with the Soviet Union.

They will pay at least $722 million by July 1, the year 2001, Why
would it say at least $722 million? Is that the figure? Why do you
use at least $722 million$ . )

Mr. WeinTrAUB. The figure is because the Soviet Union has been
allowed to defer any annual payment up to four annual pagments, if
tl;ey find themselves in difficulty in any given year during that period
of time. --

Senator Byro. How much is she supposed to pay a year under this
agreement ¢

Mr, WriNTrRAUB. I am not sure how their payment schedule works,
sir. In order to be able to conclude the $722 million by the year 2001,
I would have to make that calculation, I am not sure, sir.

Senator Byrn, What interest rate?

Mr, WrrNTRAUB, The inteérest rate is 8 percent

Senator Byro, The interest rate is 8 percent?

Mr. WeINTRAUB, That is correct.

Senator Byro, The information I have is that they would pay $12
million in October 1972, $24 million in July of 1973, $12 million in
July of 1978, and the balance in equal installments of roughly $24 mil-
lion, The interest rate would be 8 percent, and they would pay the $700
million over a period between now and July 1, the year 2001.

Just one other question in that connection. The agreement that
was made by the State Degartment and the Soviet Union, will that
agreement be submitted to the Congress for consideration §

Mr. WriNTRAUB. I do not believe so, sir. -

Senator Byro, Thank you.

Now. do you want to go to World War I debts?

Mr, WrinTRAUB, Yes, sir, ‘

US8. allies during World War I borrowed $12 billion, to purchase
war materiel. These debts are now estimated to be over $20 billion
including interest which has accrued for over 40 years. These debts
present immensely complex political and economic issues involving
the whole range of our relations with our western allies, with the na-
tions of Eastern Europe and the Soviet Union, as well as relations
among the European nations themselves, The F}umpean debtor gov--



20

eshmenfs (with the notable exception of Finland) have shown no
disposition to settle these debts.

At the same time, we are keenly aware of the concern of the Con-
g‘:ss that disposition be made of these lonﬁ)pengling accounts. The

partments of State and Treasury are collaborating in the examina-
tion of policy options to deal with these debts within the framework
of the National Advisory Council.

I was aware, Mr. Chairman, that Mr. Hennessy was going to discuss
this at greater lenfth, and so I did not repeat it.

Senator Bynn. T understand. Thank you.

Mr. WeinTrAUB. Not all cases of adjustment of loan terms result
in deferral of payment. In some cases, subject to mutual agreements,
we have received prepayment, or accelerated payment, due to the pros-
perity of a debtor.

The executive branch, regularly reviews debts owed by other coun-
tries. For those countries whose financial position is strong, that re-
view includes the possibility and usefulness of requesting accelerated
repayment of certain types of debts, The state of our overall financial
relations and any current negotiations with the government concerned
are taken into account by the Departments of State and the Treasury
when judging whether or not to request prepayment in & particular
case,

Several countries in the past few years have made prepayment on
their official indebtedness totaling well over $2 billion. Prepayments
have been made almost entirely on lend-lease, surplus property, Mar-
shall Plan or other war-related accounts. The original terms of these
loans were more favorable than those in normal commercial practice.

Some countries, such as Germany and Italy, have small amounts
remaining due on these accounts, The Japanese Government, as Mr.
Hennessy stated, recently made a prepayment of $175,074,998, which
completely extinguished its obligations stemming from our post-
World War IT economic assistance. o\

Mr. Chairman, this concludes my prepared remarks. I would like,.
however, with your consent, to submit for the record the followin
documents: (1) which I noted earlier, a summary of the Soviet lend-
lease settlement; (2& a résumé of debt rescheduling since 1956; and
(8) a copy of the August 2, 1973, letter to the Senate Government
Operations Committee to which I referred a moment ago.

Thank you, sir. )

Senator Byro. All of those statements will be inserted in the record.

[The information referred to follows:]

[From the Public Information Series]
. BUREAU Or PUBLIO AFFAIRS
U.S., LEND-LEASK SETTLEMENT WITH THE SOVIET UNION

On October 18, 1972 Secretary of State Rogers and Soviet Minister of Foreign
Trade N, 8. Patolichev signed an agreement settling the Soviet Union's lend-
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lease debt to the United States. Under its terms the Soviet Union will pay
the United States at least $722 million by July 1, 2001, More significantly, the
gettlement remioves what had been a major obstacle to the development of normal
commercial relations between our two countries, :

Purpose of Lend-Lease

Congress enacted the lend-lease program before our entry into World War II
in order % . ., . to Promote the Defense of the United States,” By helping other
countries resist Axis aggression, we alded our own defense. Onceé we were in the
war, lend-lease became an instrument for strengthening our aliies and promoting
the cause of worldwide victory over enemy forces. Lend-leage was not a loan of
money nor was it provided for the exclusive benefit of the recipient country.

‘It was a program that served the mutual interest of all the allies and that

contributed mightily to the eventual defeat of the Axis powers.

U.8. Polioy on Payment for Lend-Lease Goods

Lend-lease ald to our allles fell into two categories: (1) goods delivered before
September 20, 1945 and (2) goods requested and contracted for before V~J Day
(September 2, 10456) but not delivered until after September 20, This second
category included large quantities of supplies and equipment that either were
in production or storage in the United States when the war ended.

Tnsofar as the first category i8 concerned, we sought no payment for equip-
ment and services furnished our allles which were lost, consumed or destroyed
during the war, Nor did we seek compensation for combat items (as tanks and
military aireraft) left over at the war's end. We are, however, recelving pay-
ment from most of our allles for civillan-type goods useful to a peacetime
economy which were in other countries’ possession when military operations
ceased (September 2, 1045). Additionally, we are receiving payment for lend-
lease articles delivered after the program formally ended (September 20, 1048).

Soviets Made Payment for Goods Delivered After Termination of Lend-Lease

On October 15, 1948, the Soviet Union agreed to pay for lend-lease artlcles
which were in production or storage in the United States before the program
ended, The amount due for these goods—called the “pipeline” account—was set
at $222.5 million, This amount was to be paid in 22 annual installments, with
interest at 23 percent per annum. The Soviets paid their first installment on
July 1, 1954, The overall settlement agreement signed on October 18 incorpo-
rated this “pipeline” account.

Previous attempts to reach agreement on civilian-type goods unsuccessful

In line with our policy toward all lend-lease recipients, the U.8, Government
asked the Soviets to pay for civilian-type goods on hand at the war's end on the
basis of “falr” or “reasonable” value, However, the Soviets never gave us an
inventory of what they had which fell into this category. This position left the
two sides without an agreed statistical basis from which to negotiate although
we had our own caleulations, The negotiations beld between 1048-1052 saw the
Soviets offering up to $300 million—a figure we rejected as unacceptably low—
while we asked for $800 million, -

Negotiations resumed in 1960. This time, however, the Soviet Union insisted
that any lend-lease settlement would have to be coupled with a trade agreement
glving them tariff treatment in U,8. markets as favorable as that accorded most
other countries. (In 1951 the U.S, Government had terminated a 1987 commer-
cial agreement with the Soviet Union. In its place we substituted a tariff sched-
ule higher for goods imported from the Soviet Union than from other countries
to which we accord “most-favored-nation” tarift treatment. The Soviet negoti-
ators also requested U.8. credits similar to those we had provided other wartime
Allfes, U.8. negotiators were not empowered to negotiate on these points, and
the talks broke off,
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"1972_ négotiations produce agreement

. Negotiations resumed again in April 1972, In May, dufing the course of the
Moscow Summit meeting, Secretary Rogers and President Nixon discussed the
subject with Permier Kosygin, A third negotiating session was held in Moscow
in July concurrently with the visit of Secretary of Commerce Peterson. A final
round of talks, beginning in September, produced a trade agreement, reciprocal
export credit arrangements and & lend-lease settlement, all of which were
signed on October 18, The settlement is a fair one and is at least as favorable to

‘the United States as the lend-lease accord with the United Kingdom, which was

used as a model. Below is a comparison between the two settlements:

United Kingdom . Soviet Unlon
Tolal net aid extended........cecuunn $21,600,000....ccccumeeeronscacnannennacnens
Total amount to bs paid. - 1 $895,000,000. o
reco J)erl eeasnsnesasas e SYOAMS ot niaiiiiiaanan None, .
Final due date. .. Dec. 31, 2005 ‘eould be Dec, 31, 2008, if 3 addi- July 1, 2001—no extension.
tional permlited defarments taken). -
Annual deferments.......ccocuveen 7 sllowed—extends final due date............. 4 aliowed—no extension:-
Interest rate ondeferments......... 2 POrCONt.c.uuenencnancnnrnnnnn vees 3 porcent.

1 Assumes no deferments snd includes payments on the ‘‘pipelina’’ account (spproximatel: ,000,000 was received
from Soviet Unjon from 1954 through lulyply 1971) and thopl'epn..'i Inase cash Kt ; mately $10,000,000). B

count (approx
“terms of the settiemant the Soviet %nlon will pay the United States at least 8755 003 060%3" the period endin: Julyiy,

. A first payment of $12,000,000 was made when the agresment was signed. The ‘second, for $24,000,000, Is due on
July 1, 1873, and another $12,000,000 1s dus on Jly 1, 1073 These paymonu‘ are unconditionaf. o

Tﬁe balance of the sum will be paid in equal annual installments, The date of

.the first of these installments will depend, however, on when US tariff discrim-

ination on imports of Soviet goods ends. This action—the extension of “most-
favored-nation” tariff treatment to the Soviet Union—will require the approval
of Congress.

The terms of the settlement also allow the Soviets the privilege of deferring
up to four of their annual installments. In such a case interest charges on each
installment, at three percent a year, would be added to the total. In that event,
ghe total Soviet payments to the United States would exceed the $722 million

gure,

Negottations point toward more scoure future

While in the Soviet Union for the Summit talks, President Nixon spoke to the
Soviet people about his efforts as President of the United States to work for
better relations between our two countries, He pointed to the agreements reached
at the Summit and expressed the hope that, finally, the world’s two nuclear
superpowers had begun “the long journey” that would lead to a new age in thefr
relations with each other and in the world’s chances for a lasting peace. By them-
selves, these post-Summit agreements on lend-lease and US-Soviet commercial
relations stand as examples of how economic partners can resolve their problems
in a mutually satisfactory and business-like fashion. Considered in a wider con-
text, however, they offer evidence that “the long journey,” recently begun, has
carried the United States and the Soviet Union one step farther along on the
road toward-the secure peace we all desire.



RESUME OF DEBT RESCHEDULINGS

. Amount L Economic Men Debtor in
Yeax Debtor Muitilateral anspices rescheduled Consolidation period Terms U.S. participation program clause  defsuit
1956. Argsatina NO..eeeee Yes.
1999, T wee Noo_..__ Yes.
1961 &nﬂm e Noo...... No.
1962 i 249, 000, 000
1964 Wm 200, 000, 000
1965. Chile. 90, 600, 000
1965, T . 220, 000, 000
1965 ... Argentina_......... ParisClub.ooooceeeea. 79, 000, 000
- 1966, Ghana London Group_-oevnvnv 170, 000, 000
1968 tndia. BRD Consortium__.__.. 300,000, .. 62%, grant element?... ... Yes, $27, 600, 000 - .
{.g {om - London GIOUP.—o oo 58, 000, 000 7 & years at variable rates______ Commercial banks only. ... Yes...... No....... No.
1968 Ghana. 100, 000, & - 7% yearsat6percent_ __.___. Eximbank only. Yes Yes. Yes.
1969, Peru. 70,000,000 2years..........co---—- 4 3t 8-9 percent_______ Commercial banks onfy..._. .
1970 {ndonesia. 100, 60C, 000 ‘l‘ogd ontshm anding (prin- 30 years at 0 percent.___.._ Yes, $215,000,000. - . .-~ Yes...... Yes.-.. No.
Ghana. 25, 000, 600 commercial terms.___ Yes, Eximbank only. No.____. Yes. Yes.
92, 000, 000 grant element2.___ Yes, $9,000,000...__........ Yes....- No.__.... No.
1971 59, 000, 000 nt. All Yes.....- No...__.. No.
145, 000, 000 t AR No. No. Yes.
197 2,000,000 I 6 3 t. No. No. Yes. Yes.
82 160, 000, 000 6 years at 5-6 percent..._.. Ye.vé. '$65,000,000 primarily Yes...... Yes...._. Yes.
1972 234,000, 00 5 at 5 percent maximum.. Yes, $51,200,000. ... Yes.__.__ Yes...... Yes.
1972 325,000,000 2 years. Ggpemmutdemmu__ Yes, $58,000,000. Yes No. No.
1o ui’%’% Wmam) due EMA gmwsgg 'pon:ant.‘A Proceeds assiged to U.5 o — Yo7 No
: , 000, . 30 years at 3 percent_ . ...... mmee WO eeee Nooooo NoO.
19713 32,000,000 2years ... -.-...-.. 12yearsat6 percent. All No. No. No.
1 incorporated ia 1970 rescheduling. ) 3 Yugoslavia reached bilaterat debt rescheduti agreements with most of its creditors during this
ammma“mumw'mmmwmdmmmwam period of severe balance-of-payments di ez ’ "
thetical loan which returns 10 percent per annum. lwmmhwﬂﬁmmmmdm%mmmmew
bilateral ing arrangements with each one.



_ Avdusr 2, 1978.
Hon, Sam J. ErviN, Jr.,

Ohairman, Committee on Government Operations,

U.8. Senate, :

DeAR MR. ORATRMAN : The Secretary has asked me to reply for the Department
of State and the Agency for International Development to the GAO report
“Developing Countries’ External Debt and U.8. Foreign Assistance, A Case
Study”. In a letter to the GAO dated December 8, 1972 we were pleased to make
substantive comments on a draft of this impressive and useful document.

The final report recommends that the Secretary of State report systematically
and comprehensively to the Congress on the worldwide debt problem, as well as
the specifics of debt rellef granted or proposed. We have carefully studled this
recommendation and have concluded that such a report would be a usefnl channel
to keep the Congress informed on this increasingly important aspect of U.8.
foreign economie relations. We also note an amendent proposed by the House
Foreign Affairs Committee to section 684 of the Foreign Assistance Act which
directs the President to make a similar report. This amendment {s consistent
with our thinking,

'1‘}:: Secretary has directed that an annual report be prepared for the Congress
covering:

(a) the worldwide dimensions of the debt problem;

(b) details of debt negotiations completed in the previous calendar year,
including amounts, terms, and effects on net aid flows and loan reflows;

(c) the status of debt negotiations in progress.

‘With your concurrence, this report will be incorporated into the Secretary's
Annual Report on Foreign Policy which as you know is issued at the beginning
of the calendar year. :

The mounting debt burden of developing countries is attracting increasing
attention in domestic and international forums. The IBRD is continually studying
this problem ; the Development Assistance Committee of the OBECD has {nitiated
a comprehensive study of the causes of debt problems; an UNCTAD intergovern-
mental group on debt is currently being established. We hope that the proposed
annual reporting will be useful to the Congress, and will help to clarify the
complex nature of the debt problem,

Sincerely
' MARrsHALL WRIGHT,

Assistant Secretary for Oongressional Relations,

Senator Byro. T want to emphasize at this point again that in deal-
ing with the insertion of the figures regarding the lend-lease settle-
ment, that the Government of the United States did contend that the
Soviet Union owed $2.8 billion, an uncontested figure by your own
assertion.

Now in your statement you said : “In May 1971 the Acting Secretary
of State sent an identical letter to 87 Government agencies offering as-
sistance in outlining our procedures in handling debt delinquencies.”
Could you, Mr. Secretary, supply a list of these 87 agencies and the
debt to which your statement refers?

Mr. WeINTRAUB. Yes, sir, ] will provide that for the record. It did
not refer to particular debts, it referred to procedures for collecting
debts, and was sent to all agencies which at one time or another are
likely to have accounts receivable or debts of thistype.

. i‘i!e{ps}tor Byro. If you could supply that for the record it would be
e ll o -
. [‘i‘he material referred to by Mr. Weintraub follows:]

DEPABRTMENT OF STATE,
Washington, D.C., May 9, 1971,
Hon, MeLviN R. LAIrDp, .
Beoretary of Defense,
Washington, D.O.
Deag Me, SrorETARY: Over the years, federal agencies have received diplo-
matic assistance from the Department of State in the collection of long-standing

o
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arrears on debts owed to them by foreign governments, The piirpose of this letter
is to standardize these relationships in order to improve the management of debt
owed to the U.S. Government. As you are aware, the Congress shares otit belief
that we must make every effort to manage these debts more efficiently.

Primary accounting control and collection responsibility lles with the agency
which incurred the delinquent obligation. Agencies, moreover, have a continuing
responsibility to report such obligations to the Department of the Treasury. In
addition, the Department of State wishes to work closely with these agencies in
order to facilitate the collection of accounts which are overdue or likely to be-
come overdue, For example, should an agency observe in its billings of foreign
governments a pattern of response which suggests that timely payments will
not be forthcoming, it should alert the Department of State. Conversely, this
Department will promptly bring to the attention of the concerned agency any
information reported by its overseas posts suggesting that such ebligations might
not be pald. Each agency should keep this Department informed of the progress
of its efforts to collect its overdue obligations, Once an agency has exhausted
its usual means of reminding foreign governments of their overdue payments, it
should request diplomatic assistance from the Department of State,

Under these procedures, the Department of State will pormally have an up-
to-date record of the origin and subsequent development of delinqueut accounts
held by various government agencies. Additionally any request for diplomatic
assistance should contain sufficient background information so that this Depart-
ment, {n consultation with the concerned ageney or agencles, can determine how.
best to deal with and resolve the delinquency. With the exception of the U.S.,
Postal Service which has separate arrangements with this Department, agencies
should address all communications on foreign obligations which are overdue to
the Deputy Assistant Secretary for Iutermational Finance and Development,
Room 2681, Department of State. ’ ‘

Thank you for your cooperation,

Sincerely,

JouN N, Inarix I, Acting Seoretary.

List oF 37 GOVERNMENT AGENCIES WHICH WERE SENT THE ACTING
SECRETARY'S LETTER

1, United States Tariftf Commission
. % Smithsonian Institution. ‘ .
8. United States Information Agency . )
4, United States Arms Control and Disarmament Agency
5. Selective Service System Co
6. National Science Foundation
7. Administrator of Veterans Affairs
8. Small Business Administration
9. National Aeronautics and Space Administration
.10, General Services Administration
+. 11+ Seedrities dnd Bxchange Commigsion
12, National Endowment for the Humanities ) p
18. National Endowment for the Arts . .
. 14, Foreign Claims Settlement Commission of the United States - @ '
. 16, Pederal Trade Commidsiéh’ - ) o TR
! 16. Podrd'of Governors.of the Féderal ReserveSystem . - -~ - ." ¢ .
+ 117.'Federal Power Commijssion: - . . Vo RN
18. Federal Maritime Commission
19. Federal Deposit Insurance Corporation . Ve P '
20. Federal Communications Commisgion * - °° ~ o
« 91, Bxport-Tmport Bank of the United States .- - = =~ .~ . s
22, Commisston-on Fine Aptg~ - * - . O PP U S T
. 23. Civil Aeronantics Board ) e, DL
. 24, Atomic Hnergy Commisglon . .~ : S Ty
26. Amerfcan Battle Monuinents Comiiiasion T T e
28, General Accounting Office " R
27, United States Postal S8erviee --.- - . .~ ..~ = .~
28. Department of Justice ' )
90. Department of Houslhig ind Urban Development: -
80: Dl n&mdﬁtoﬂ!@alth,;l!dmﬂﬂon and Welfare -
81. Department of Labor’ A
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82. Department of Commerce

83. Department of Agriculture

84, Department of the Interior

85. Department of Defense

86. Department of the Treasury
817. Department of Transportation

How many individual nations owe money to the United States?

Mr. Hennessy. I could submit the list ¥or the record, There are:
some 81 developing countries in arrears. And to that we have to add
the order of some 14 industrialized nations. So I would say the figure:
is pretty close to 100. We do have it broken down, and we do submit
semiannually a list by country and by type of debt to Congress, My
asgistant tells me that 108 is the precise number of governments witﬂ.
debts in arrears to the United States.

Senator Byrp. 1081 '

Mr. HenNEsSY. 108,
lmSen'alaor Byrp. How many countries are in the world, does anyone

ow

Mr. Hennessy. T think there are 128 in the World Bank, and 126 in
the International Monetary Fund. There may be a few more in the
United Nations, something like 135, .

Senator Byrp. There are 133 or 135 in the United Nations. It goes:
up so fast it is hard to keep track of. And 108 different countries owe'
the United States?

Mr. Hennessy. That is correct. ' )

Senator Byrp. Secretary. Weintraub, in your statement you say: “In
fact, onl’,y 2 percent of the outstanding debt is delinquent by 90 days
or more. '

I nssume that you excludé from that any renegotiations of debts
that have taken place. . ‘

Mr. WeiNTrAUB. Yes; sir. By delinquent I refer to delinquent under-
the terms of the contract, And if the contract has been renegotiated
it ig under the terms of that particular contract. :

Senator Byrp. Then that brings up this point. How many contracts:

have been renegotiated . ‘
Mr. WeinTRAUB. 1 have submitted that for the record. And I could

supply this to you now. : . )
m. Hennessy. There have been 24 different reschedulings, but with

only 12 countries. A number of them hgve rescheduled, and then they

have gotten into diﬁigmltﬁ, and had to‘r‘eschqdu’le‘a%ain; )
Senator Byrp. Does that include these six World War I countries?
Mr. HennEssy. No, sir. This is reschedulings of post-World War I

| debt. There have been 24 refinancings where the original terms have -

been stretched out. .

Senator Byro. 24 different countries? .

Mr. HenNEssy. 24 different occasions involving 12 countries. Some:
countries had to have their debts rescheduled once, and then subse-

uently rescheduled again, and in some cases rescheduled a third or

(t'ourth time. So there have been 12 different countries and 24 different
reschedulin
.. Senator Byro. You say, Mr. Secretary :

Thgfpracttqe of reschedu)ing debts is not common in the U.8, Government -
and

fiot viewed as a normul ‘polieyihstrument’ for providing-aid ‘or other-
wise influencing bilateral relations with a debtor country. .

Y
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Now, does the proposed rescheduling or cancellation of the rupee
debt fall in that category! .

Mr. WEINTRAUB. By the statement I meant that the primary moti-
vation for rescheduling any debt is an economic motivation, the mo-
tivation being that the country would have a hard time paying, or if
it paid, it would defeat other economic obfectives of the United States.
The proposed Indian settlement does fall into that category. It also
stated, sir, that obviously when two governments enter into relation-
ships, this does have a political aspect to it. But the political aspect 18
not the 'dominatin%ﬁne ever in debt rescheduling.

Senator Byrp. The Government of India owes us a dollar debt of
about $3 billion from hard currency development loans made b
and predecessor agencies, export loans, and from Export-Import
Bank. The Indians, you say continue to meet scrupulously their debt
service obligations on these dollar loans, which amount to $130 million
annually. That 180 includes the interest payments$

Mr, WRINTRAUB, Ye8, 8ir, .

Senator Byro, What is the interest rate?

Mr. WeinTRAUB. It depends on the underlying loan, sir, it would
vary depending upon whether it is an AID loan, which has a lower
rate, or the Export-Import, which has the normal Export-Import
Bp.ﬁmk rate. So depending on the nature of the original transaction, it
w1 V&!‘y. ' ) !

Senator Byrp. S'peaking generally, are most of those loans by ATD
or Export-Import ' ' - :

Mr. WeinTraus, The bulk of the loans outstanding to India are.
AID or foreign assistance loans. Ry :

Senator Byro. I beg your pardon{ I did not catch that. ,

Mr. WrxnTrAUB. Are AID or previous foreign assistance loans.

Mr. Hennessy. The total. is over $5 billion,. almost $6 billion for
India, which includes the rupees which are outstanding at this time.

Senator Byrp. But the $3 billion of hard currency development
loans B . . . C .. )

Mr. Hennessy. Those are ATD loans, ‘

Senator Byro. They are mostly AID loans? - . R

Mr. WeINTRAUB. I think the bulk are under foreign assistance and
related acts. - : S
.-Senator Bywp. What interest rate would that carry? . - o

Mr. WernTraus. The average is somewhere around 2 percent. - -

Senator Byro. Th;y are 40-year loans, I presume :

. Mr. WEINTRAUB. X €8, 8Ir. . : : )

Senator Byro. So there are $3 billion of what you call hard currency-
development loans, or 40-year loans basxcall{;-—-l' am speaking. gen..
erally now, there might be'a fow otherwise—but generally speaking,
thev are 40-year loans at 2 percent {- : » o

Mr. Wrinrraor. That iscorrect. . - . Lo

Senator Byrn, What about the current loaning.to Indiaf What is
the current rate of Joans to India{ : ‘ . ,

Mr. WrinTRAUB. We have not made any AID loans recently, so there
ja no current lending of that type taking place.

Senator Byrn. By -reqenﬂg do you mean 1978,1972,1071¢ . . -

Mr, WeinTraUB, I am informed that the last such loan was in 1971,
' Senator Byrp. The last ATD loan to Tidia was in 10711 ]

"~ Mvr. WrinTrAUB, Yes, sir. o N
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" Qeriator Byrp, What about Tmport-Export loans to India$
—Mr—Weintravus. Export-Import Banks transactions, I assume
continue, . A
"Mr. Hexnnrgsy. We are making very few loans now to India. T do
not have the figure as to how much they have been loaned, but the total
due the Export-Import Bank is $199 million. I might add that India
was the net, repayer last year of some $48 million on all its credits to
the United States. .
" Senator Byrp. What do you mean s net repayer ¥ :
. Mr, Hennessy. Repayments on old loans minus new loans that we
ive to them. There has been & net transfer of funds to us last year.
A?(% <l)f that is due, of course, to the fact that there have been no new
onns. : . ‘
“Senator Byro, What about, through: the soft loan window? TIs that
involved-in-this also? . ‘ L
Mr, Hexnessy. Through the international financial institutions?
Noj; this is just the bilateral AID from the U.8. Government.,
. Senator Byro. This is only the—— : ‘
Mr, Henwessy. This would not include any contributions by the
U.S. Government to the World Bank or to the Asian Bank ot to the
soft loan window of the World Bank. D o
" Qefiator Byro; I8 it not correct, and would you give us the figure,
that, the. bulk of the loans from the soft loan window, you might say,
have gone to India and Pakistan? H
Mr. Hennessy. A large part of the loans of the Internationa] Devel-
opment Association, which is the soft loan affiliate of the World Bank
some 40 percent of their loang—have gone to India. Of couyse, we aré
one contributor out of many there. . ‘ ' ;
~ Senator Byrb, But we are the major contributor?. L
Mr, Hexyessy, Yes; we are the major contributor. A
I %gn;xtor, Byro, So 40{,percbnt of the capital of IDA has gone to
ndiad -
Mr, Hennessy. I think it has declined from about 43 percent down
to 39 percent, ‘

1

one to that one country-of India$

Mr. Hennessy, That ig correct, sir, N o
Senator Byro, Aiid we are the majoér contributor ot that interna-
tional financial ingtitutiont '~ - ' A
Mr. Hennessy, That i§ correct; Senator Byed. =~ = 0"
Senator, Byep, In addition to that, we have niade 2 peteent 40-year

Yo 9 Trdin trouigh AD, of sssocipted esrlier agendies of the sammo

type; of rot1ghly $8billion ¥ "

Y Esys. That

the United States has, through the mechanisms of the finaficia {néti-

tutfons hnd the World Bankgpartieululy, shifted to ofher developed

countries, 8o that our, A%leoa,nshavepome' down from the high‘figures

which you mefitioned. The United States wis ayinially giving sevéral

hundred m%lion‘don%ligtqlnndiar__—.,' o "y ; ¥ = ‘; et
Sppator Bieol Bag Tdia riow owes $8 billjon,  that! dorre

- Mr, ‘Heivivepst, That is sorrpct, That is frot

yeargs—40-year AYD Joans. And they have beeri mee

hose loans faithfully.

Senator Byro, In round figures 40 percent of the capital of Alﬁihas '

sy, That {8 correct! ¥ ¢hinlk what has happeried over tite:
is that the burden which used to fall alrost entirely or‘éxclusively on

n, ig .c;‘z?f';"i?
roin logris mads in past
ting paymptitg on -
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. Senator Byrs, I think the record cught to show just how much the
United States has done for India. We know from your figures here:
that she now-owes the United States $8 billion froth ATD loans, which
she is getting at 2 percent on a 40-year pay back. On to of that she
is gotting 40 percent of the capital of IDA to which the United States

is the major contributor. Do we happen to know how many dollars

that amounts to? .

Mr. Hennrssy. I think, if my memory serves me correctly, it comes
out to about $300 million a year for the last fiscal year, That is a rough
estimate, ' o '

Senator Byrn. In total it is a good many billions of dollars?

Mr. Hennessy, It is $300 million per year.

*Senator Byro, But for how many years{

Mr. HennEessy. For the last 8 fiscal years, -

Senator Byro. And then in addition to that, she owes us at this point
$2.8 billion in rupees? . A

My, HenNEssY. $2.4 billion, I think, is the figure. But in rough order
of magnitude, that is correct. I think the Boint which Mr. Weintraub
was meking and in which the Treasury Department concurs is that
under the contractual terms for those agreements, provide for reray-
ment in rupees, & great deal of them do not represent a usable claim
on India. I think Congress, when the original program was set up, was
aware of the fact that we were going to accrue large amounts of rug‘ees
far in excess of what we were going to be able to utilize in India. The
Public Law 480 loans have been switched to a dollar-for-dollar con-
vertible basis to avoid this type of problem occurring in other coun-

_tries. We still have a residual of some eight countries from prior
programs which are what we call excess currency programs, and which
are being phased out as their local currency 18 being used up. But

India is a unique example among the excess currency countries.

-Senator Byrp. Why will they continue to accumulate{

Mr. Hennessy. The repayments go through the year 2000. Under
the proposal which Ambassador Moynihan has been negotiatin with
them, I believe $1 billion would be designated for the United States.
That would be useful over the period of time that the United States
needs those funds to meet our ongoing expenditures in different types
of grogmms, such as to help promote the sale of agricultural products,
and certain air travel expenditures, and certain personnel expendi-
tures,

Senator Byrp. We have an embassy in India, of course, and we have
embassy employees, and all that. What else do we have there of our
own on which we would spend money ¢

Mr. WeiNTRAUB. We have a lot less now, Mr, Chairman, than what
we had before, because we have been cutting down on our programs
and our personnel. We have been spending money for various State
Department activities, foreign buildings of various types, and various
aid activities. A good deal of money has been spent for——

Senator Byrp. But the AID activities are for the benefit of India
but not for the United States?

Mr. WeINTRAUB. Yes, sir. And this will be cut way back.

“Senator Byrp. If we could just get it for the record, what is it that

we spend, let us say, for the benefit of the United States, or what U.S.

expenditures do we make in India? I assume it would be only for

28-711—78—8



30
the operation of our embassy, which we are obligated, of course, to

pay. : )

{{r. ‘Weiniraus. Plus some additional expenditures for the opera-
tion of our ﬁuD program in Nepal for which we have used Indian

nator Byrp, That is an AID program, though.

Mr. Weintraos. But not for India, no.

Senator Byro. I understand. But it is not for the United States
either, L am trying to figure out what U.S. activities.

Mr. Hennessy. I think the underlying assumption is that in aiding
Indian development, we are aiding the United States. But I think the
direct benefits, the gromotlon_ of our agricultural sales and loans—

Mr. WeinTRAUB, I have a listing that I could submit for the record
of the full expenditures we make in India, and the committee could
determine for itself how much—- .

Senator Byrp. T would be glad for you to insert it for the record.

- [The information referred to by Mr. Weintraub follows:).

U8, USE EXPENDIYURES
[In mitlions of doltars)

Fiscal yoar
1969 1970 1071 1972 1973

A State Dopartmont...o.oocoueneniaiecnnnn [OTS 41 3.7 5.7 6.8 3.7
* 7 1. General administrative and program expenditures. .. . 1.9 L4 | ] 2.4 .8
_}‘ Mlmt'l‘on apd mu!n mh&nc'o ...... p. ..................................................

3. Contributions to internations! organizetions....................ccocc.o.. . .1 o

- "4 Foreign buildings. ... veuenen. i. ) L 1.8 T i,
s T e i I ‘9 i
, Admin :gmm and program expenditures in Nepal............. 1.1 1. .

3 ne .
. Port ¢ ner#yu on titte {1 commodities. ..
. Frelght charges on

Fre) title Ileommrdltles .

7. Grants to American International School 2.
C.USIS. ......ouuee ——— 5.1 5.8 61 5.4 8.9
D. Other agencies.... 10.2 10.0 10.9 151 12.3

o .égmtgo. 23 a4 2.5‘ 6.9 5.2
Bompios oo o B T N R
1. % S W 1o T K]
2, 3 3.§ 3.; 3;
1, . %) R -8
E. Accommodation eXchange. ..........cccocirveacenomcaannn 4.2 4.3 4, 3 3
F. Oonvmlom....,,....‘... ............................... 13.6 1.5 13.& 32 g
. 104(b)~Agri market develuation............... X 9. 10. 35 T,
- é\g {%» Ei%&cub . 2 2. 3{ ....... e “
o DS o and founatore. - 18 12 b 2 8
Q. 3d country assistance............. [ 1.9 12.1 81

(1T O resdvesgasevancssecunnnsran .
4 T R RS X SRS T4 G X peoen b

H Total U.S. Use expenditures. ... caessuecnce epocenca 59.4 ns 0.9 9.2 106.6

~ Note: Totals may not add due to rounding. ) .
Source: Yable 111 of Treasury Attaché's Quarterly Report on Locsl Currency Transactions’
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Senator Byrp, But I would like to know, how much are we spending
on our embassy operations in India $ Y s
© Mr. WernTRAUB. For the whole I understand it is sbout $25 million
per year. And if I can go through them I can indicate some of the
types of expenditures, N
Senator Byro. You mean that is the total ﬁgs,» expenditurest
Mr. WeiNTRAUB. U.S. use, that is correct. o
Senator Byrp, U.S, use :
Mr. WEeINTRAUB. At present, because we spent, more ut an earlier
stage for things like AID which you have indicated were -for the
benefit of the country. But the.use to which we can put rupees have
gone down, or our e::é)enditures have gone down, We have some for the
genoeral State Department expenditures, ‘
Senator Byrp. What does that amount to?
illtlf.r. WEeINTRAUB. It amounted in U.S. fiscal year 1972 to about $6.8
q %e?nator Byrp. And that is the operation of the embassy and all of
hav
Mr. WriNTrAUB. For various embassy and embassy related activities,
that is right.
And then there was a substantial amount of money spent for AID
programs.
Senator Byrp. But there again, that is for the benefit of India?
Mr. WeintrauB, That is true.
Mr. Hennessy. U.S, bottoms. ,
Mr. WriNnTraus. We pay for some port and freigsht charges for
commodities distributed i' U.S. voluntary agencies. Some of it was
to an American school in India, which was for the benefit of Ameri-
cans in India. That item is not great, but we hope now to spend some
money for schools, The big charges here were special grants to Indians
which we gave under the AID program, which was one of the original
purposes of the Public Law 480 agreement. We got repaid in Jocal
currency. It was understood initially that 88 percent of that would be
reloaned back to India for their own use. And the problem that is
now arising is the second round of repayments on those rupees. Freight
charges wero paid on Food for Peace, title IT, Public Law 480. com-
modities, And in fiscal year 1972 they amounted to $18 milliohi Now,
they could continue at this level in the future, except that the Gov-
ornment of India has indicated that somewhere over the next 5 years
they would like to terminate this program as well. So we assume those
expenditures will go drastically down. “
ow, in addition to that, we did expend money for other agencies.. *
of the U.S. Government operating in India—Agriculture, Commerce, -
Peace Corps, Postal Administration, HEW, Library of Congress, ant
some defense services. And there have been some other such expendi-
tures, These amounted close to $15 million in fiscal year 1972, .
In addition to that, we have used these funds for accommodation
oxchange, for fourists, U.S. foundations, and U.8. official personnel.
And then as I snid earlier, some funds for third country assistanco,
Senator Byrn, What we are getting out of it ourselves—by “we
I mean the American taxpayer—is pretty much confined to the $7
- million that we would be spending otherwise, other funds for the
- operation of State Department activities? B _
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. Mr. WrintrAUB. No; I think the figure would come to a much
greater figure than that, because there are other agencies overseas.
And if you omit from this the freight charges for title II, and food
for peace, I think the figure would come to about $25 million.

Scenator Byro, That gets into the AID operations, does it not

Mr. WrintrAUR, I was thinking of A%:'iculture, Commerce, the
Peace Corps—it is a small amount—the Library of Congress, HEW,
and accommodation exchanges for U.S. foundations, educational ex-
change. and third country—well, if you wish to climinate the third
‘country programs, it is a little less than $26 million. :

Senator Byrn, One thing we have not explored is the Iixport-Import
Bank loans to India, and the outstanding indebtedness in that regard.

Mr. Hen~essy. To the best of my recollection, there have been very
few Iiximbank loans in the last year or two becaunse of the hard
commercinl terms which, given the Indian oconomic situation and
the balance of payments in general, would not make it appropriate.
But I can sce here, as of June 1972 t\’xey had $240 million outstanding,
and as of last June they were down to around $200 million, So there
have been a net repayment to the Eximbank during fiscal 1978 of
$40 million, according to those figures here. So there may have been
some little ones advanced. But the payments on the old ones exceeded
the new ones,

Scnator Byrn, So most of it, as you have already pointed out, has
been under AID?

Mr, ITex~essy. Yes, sir, it has all been on very short terms,

Senator Byrn. What do we have in the current budget for India,
do you happen to know, in the way of AID programs?

Mr. WeintraUB, There is a provisional figure, I am told, of $75
million for AID Rrogmms. This is dependent on discussions now
taking place. The figure is provisional.

Senator Byro. Even though India owes us all of these rupees plus
all the other money she owes us, $3 billion, we still have $75 million
in_the budget for Indiat -

Mr. WeiNTRAUB, Yes, sir,

-- If I may make a few comments in response to some of your earlier
remarks, I think what you were saying is true, that the United States
in its AID program toward India has been quite generous over the
years. I agree with that statement, and this encompasses not only the
direct bilateral assistance, both rupee repayment and dollar repay-
ment, but also those funds which Eave moved through the interna-
- tional financial institutions. The relationship has changed in recent
years, The amount that others are putting in is now much greater than
what the United States is providing, E%en if you look at the inter-
national financial institutions, and you try to measure the amount of
money going to India despite the fact that it is 40 percent of the total
on a per capita basis, India received very small amounts of aid. It
receives that much because it is a poor and immense country. So that
while I want to agree with you, because I think we have been generous,
I think there are some understandable reasons why the United States
"t‘lnd the international community as n whole sought to do this over
. the years, . .
Senator Byrp. T think that is why we sought to do it in a lot -
tries. We try to be helpful to peoplz. The Iﬁlited States has tri%ilgg)ult)le
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helpful to & good many countries, a8 a matter of fact, to 108 cotntrics;
as I understand Secretary Hennessy’s figures. L
- 'Mr.l}VicmmAUn. Many of these have been normal commercial credits
as_well, A : N
Mr. Hennessy. There are large grants to many countries in the
108 figure. .
Senator Byrp. But the fact is that we have been very generous with
India. I think that most Americans have great sympathy for the
plight of many of the Eeople in India, and many of the other undevel-
oped countries. I think it is just a question of how much we can do,
whether there is not a sto‘))ging point some place, Despite all that we
have done, Indin seems to be more antagonistic to us now than she was
years ago. Indin is a prime example, to my way of thinking—others
can disa with me—that you cannot buy friendship. And that is
what I think we have sought to do in many of these programs. I think
we have got to tighten up for the benefit of the American taxpayers
and reappraise our entire foreign aid situation. This budget has $10
- billion in it for foreign aid, not including the Export-Import Bank.
That is a lot of money, to my way of thinking.
Mr. WrINTRAUB. I am not sure what you are referring to. I do not
philosophically disngree with you, I agree that you cannot buy friend-

ship. -

é)enator Byro. Now, Secretary Hennessy, you say in your statement:
“The collection of foreign debts has been of serious concern and over
the past 4 years a vigorous effort has been undertaken to improve per-
formance in this area.” And then you say: “Major progress has been
made.” I was wondering if you would elaborate on that, major prog-
ress has been made.

Mr. HenNEssy. I think there are two dimensions to the progress.
First, we have expanded our re‘lzorting gystem to include short-term
debts and accounts receivables, We now have a fully functioning sys-
tem. And we have very good agency cooperation throughout the Na-
tional Advisory Council mechanism in holding semiannual and some-
times quarterly reviews of all the outstanding indebtedness which is
in arrears, o

Second, the major progress, in quantitative terms, has been in ac-
tually making collections on items which we had been unsuccessful in -
collecting for a number of years.

The sottlement of the Korean surplus property debt, which was
$35 million and had been outstanding since the early fifties, was a ma-
jor breakthrough.

So was getting the Arab Republic of Egypt, as it is now called, to
bring their accounts up to date.

And Haiti has now agreed to repay their surplus property debt,
which has been outstanding some 20 years.

The Japanese agreed to repay $175 million,

The Europeans returned to the United States our contribution to
the European quetar¥ Agreement, Quite frankly, there was no legal
basis for us making this request, but we said, these sums have served
their useful purpose, and although there is nothing sﬁeciﬂc in the orig-
inal agreement which said they should revert to the United States,
clearly they should. The Europeans discussed the matter for about &
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vear. We pushed them on it, and eventually they returned our entire
contribution and the earningsonit. . :

Those are some of our major efforts. There have been a lot of coun-
tries which have fallen in and out of mostly minor delinquencies, such
as Urnguay, Bolivia, Indonesia, and the Dominican Republic. We
cleared those up. '

There is still, of course, a great deal of work to be done on delinquent

debts, We have a problem with the Chileans. It looks to us now as
though we may liave to stretch their debt out because of their financial
situation. But they are going to pay us every cent, and there will be no
reduction or cancellation, :
. We have been taking the problems one by one. I think the people
in the field, through the efforts of the State Department, have im-
pressed on all the countries the seriousness with which the Congress
and the executive branch sees this question of delinquent debts, So there
hns been progress internally, and quantitative progress externally.

Senator Byrp, Aside from India and Russia—and India is in the
process now, and Russia was negotiated last October—are there any
other countries where there are major dollar figures involved and
where the debts have been canceled or renegotiated downward sub-
stantially? You say there are 12 countries involved in rescheduling,
I think is the term you used. But are there other countries in a position
similar to India and Russia in regard to cancellations or reduction in
their.debts? ’

Mr. WeINTRAUB. Are you referring to local currency debts, as in
the ?case of the rupee debt to India, or any debt, whether it is dollars or
not

Senator Byro. Any indebtedness owed the United States.

Mr., WEINTRAUB, T would guess that the previous biggest. reshedul-
ing that did not involve cancellation was that with Indonesia in 1970,
in which $900 million of Indonesian debt was rescheduled, This was
the total debt owed by Indonesia from the Sukarno period to the
western creditors the 1.8, share of that was about 28 percent, or $200
million. Indonésin at the same time rescheduled on the same roughly
similar terms even a greater amount, $1.3 billion with the Soviet
Union and the other East European countries, I think that was the
last major one. "

Mr. Hex~ressy. But there was no cancellation, We took securities
which weve due during the Sukarno period and which had not been
paid, and stretched repayments over a period of years. Since that was
such a lnrf;e rescheduling, the National Advisory Council on Inter-
national Monetary and Financial Policies J)resented a special report in
March 1971 which gave all the details and the background of why we
thought it necessary to take the debt and stretch it out, again without
cancellation.

Senator Byro. But you did not forgive the debt .

Mr, Hgx~essy, No; it was just that they could not Ray it on the
terms and conditions, originally provided because of the financial situ-
ation in which Mr, Sukarno left that country. So we had to give them
n new repayment schedule, but there was no cancellation, -

Mr. WeinTrAUB. Let me make a comment on India as well. The
arrangement, if the agreement can be worked out, would not bo the
cancellation of the debt quite in that form, it would be repayment by
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:the Indiant of the full amount of the debt. ‘Of that prepayifient, wo
would rétain certain amounts’ for our use over.time, and the othar
.amounts ohe granted to India thréugh our local ocurrency for develop-
- ment projects, This proposal is not inconsisterit with the origingd] terms
.of the Public Law 4 agr’eementy where it was.aghumed: that the
‘money wonld go back for the development of India.!"::. ok

" ‘Senator Byrp, Thé only thing I-take issue with s, you aré sayin
that we get full payment, if we get full payment and we give it bac!
" to them, that is not ul}iyayment. ‘ . '

Mr. WeinTrAUB. I did not use the 'words'fulll')&aqunt 1 said pre-
payment of thé entire debt, and it would- go back for development
purposes, What I am saying, sir, is that that is not inconsistent with the
orighml intent of the original loans; o S

Senator Byro. It may not be inconsibtént with that. But one ¢an

- certainly not.say that the U.8. Government is. gatting gaym‘ent for its
-debt. It is gotting payment for its debs, ;perhaps, but it d8igiving the
money right back under the agreement . = - - 0o LS
v+ *Mr, WerNTRAUR Sir, the Indian rupée debt, like & lot of other things
-wo have béen talking about, is complex There:has been ‘s sories of
exdminations of this debt, by distinguished outside congultants ovér
. fnany yedrs, Professor Masor'of Flarvard somé years ago studied it.
And more Tecently the former chairman of the Council of “Beotiomic
Advisers, Mr. Saulnier examined jt, The GAO hus exaiined it. 'We
have examined it- again. I think the conelusjotis tep‘?nto‘ be ‘prétty

\mi{)?xjm that something must be dong in ordet to malke
usable. ~ . o R oy

Senator Byrp. T am not necessarily opposing it, all Lam sayihg is
that you may.dress it up and it may sound good, but as a practical
matter, wo are cancelingilthe debt, or the proposal is to cancel the debt.
Tt cancels the debt in the sense, that we are going to give it back to
them to use for their own needs,or purposes, whagever | ey wish to
use it for. I do not necessarily disagres, What I do think is that when
you have large sums like this involved, it is almost the same a8
money appropriated by the Congress, and it ought to be—any large

_agreement like this should be approved hy the Cong{ese. L

Mr. WernTraB. It will be submitted to the Agriculture Committees,
in accéordance with the appropriate provisions of the Public Law 480
statute. .

Senator Byrp. What .about our situation in regard to the Arab
countries? We have done a good bit with the Arab countries, particu-
larly in the matter of Public Law 480 commodities on long-term debts.
How do you visualize repayment theref )

Mr. WerNTRAUB. I am looking at the amounts. The amounts gre not
very great for the Near East and the Arab countries. The i%ogest
amount is Egypt, which we discussed earlier. The amounts tend to be
fairly small—$12 million in Syria, Saudia Arabia is about $15 million,
%ui Llc;barl:on about $18 million, and Kuwait $30 million, the last all to

ximbank.

Senator Byro. And all of them are current, I assume?

Mr. WeNTRAUB. All of them are current, yes, sir. =~

~ Senator Byro, Does AID or State have any projections about the
capacity of debtor countries to pay off the loans? Do we anticipate
more frequent scheduling as to the external debts? '

quble:ri{p‘ees

)
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- Mr, WrinTraUB. This is & hard question to answer, We have niade a
god many analyses of what has been hap&enin ‘to the debt burden of
hé develo%ingl countries compared with their foreign exchange earn-
ings. The World Bank has done the same. In this way, we sesk to pro-
ject what kind of problems may arige in the future. But our record
18 not necessarily always accuraté, because there are a good many
countries with very large debt service burdens, that ishwho are paying
» high proportion of their earnings in debt service, who are not really
problem cases, because they are able to borrow quite readily on capital
markets and eiaewhem Mexico is a good example. ‘
Brazil has been borrowing heavily. But again, it has been a pros-

Korea has a fairly substantial debt service. But again, it has been a
pr%ggemus country and able to borrow.

at I.am say%g is that any simple ratio, as I gee it, is inadequate

to judge. Oh the other hand, we do know that if & lot of the less-devel-

oped countries continue to borrow at present rates and present terms,

they will run into trouble. And this is one of the reasons why we try to

coordinate with other major oreditors lending to some of these coun-

- trieg on terms in order that they not get into a credit crisis, And we

urge the World Bank and the International Monetarey Fund to help
these countries to manage their own contracting of debt so that they do
not get into trouble. 3 )

Senator Byro. May I ask you this, Mr. Hennessy # On the $58 million
which is owed by foreign governments to the United States, does that
include sums that might be owed under Export-Import Bank ¢

Mr, Hennessy, Yes, it does. If you exclude World War I debt, you
have $33 billion, which is the current debt. Fortly-two ercent is under
the Foreign Aid Assistance Act and related legislation, 20 percent
Export-Import, 22 percent Public Law 480, and then the remaining
18 percent is broken down by a whole series of programs.

Senator Byrn, You only have $6 billion of Export-Import owed {

‘Mr. HexNessy. Yes; $6.1 billion is the figure for tota outstandini
loans by Eximbank in that $33 billion total. Much of these Eximban
credits are under guarantees. They have a fairly fast repayment sched-
ule. They do not typicelly have 40-year loans. The vast majority of
them are in a 5-year range, 80 you get a quick turnover.

Senator Byrp, Why should there be $8 billion in the present for the
Export-Import Bank? ) .

Mr. HennEeasy. That, I believe, is the ceiling. The figure includes
guarantees and insurance as well as direct credits, Say, there is going
to be an export, and the exporters asked for 10 percent down, If it is
a $100 export, there is $10 payment, and the other $90 is financed,
with Eximbank providing $45 and a commercial bank providing the
other $45. But that other $45 has an Eximbank guarantee, and under
the present regulations for Eximbank that guarantee must also me in-
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cluded with their own budget and within their ceiling, Eximbank ac-
tivities have been increasing greatly as we have become more and more
concerned with our exports and exports performance. It is my recol-
lection, you can correct it if it is wrong, that Eximbank lent, in direct
credits, about $1.6 billion in fiscal year 1978, They have an equal
amount in guarantees. A few years ago that figure was less than a
half million dollars. They have increased their activities quite a bit.
Their activities offer a unique opportunity for us to promote our ex-
ports. I think Eximbank will continue to expand, - ,

Senator Byrp, I have always suﬁporte the Eximbank. I think
it is a good bank., But $8 billion in the present budget seems to me to
be an unusually high figure. C

Mr. Hexnressy, I do not know how that figure breaks down, but a
large part of that must be guarantees, and some must be rediscounts,
Commercial banks can take part of their export paper and play it
off with the Export Bank. I think they had about $1.6 billion out-
standing as of June of last year of that, I think you must be addinkpi
all their programs together, including their guarantees an
insurances, .

Senator Byrn, One is Export-Import Bank long-term credits. That
is $3.8 billion.

Mr. Hen~essy, Last year, as I said, they were hitting $3 billion.
$3 8 billion could be a normal total.

Senator Bynp. So, the Export-Import Bank’s regular operations
$22.2 billion.

Mr. HenNEessy. That must be their guarantees. :

Senator Byrp. And, therefore, you have Government Export Bank
short term operations, $1.6 billion, .

Mr. Henxrssy, Those are the discount lines; I believe. But they
have many programs, Of course, our exports are now running around
$60 billion a year, There has to be an increase in Eximbank activities
which more or less is proportional to that.

Senator Bynn. But the interesting thing is that of $6 billion you
brought out, only $6 billion is owned under the Export-Import.

Mr. HexNessy. That is on direct credits, And I guess the directly
analogous figure would be the $3 billion figure that you mentioned.
But again, there is a fast turnover on these exports, I will make doubly
sure that that $6 billion—the direct credit outstanding—is correct.
It just shows that their activities are increasing, The advantage, of
course, is that they have a fast turnover, so that loans granted 8 years
ago are approximately 50 percent paid off by now. i

Senator Byro, The only other aspect I wanted to bring up this
morning is whether the ship loans and ship sales and the sums owed
by other countries for those purposes are included in the figures that
were submitted by the Treasury.
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STATEMENT oF ADPMIRAL GGERHARD

Admiral Geraarn. Yes, Mr. Chairman, they are included. And for
your information, in what I will call the spread sheet or the enclosure
to Mr. Warner’s letter of September 28, 1978, where we listed the num-
ber of ships that had been sold, we also indicated in that spread sheet
the annotation “processing of bill.” In some cases the rule price had
been paid under credit items, ) .

Senator Byrp, I was just trying to get some simple information,
which I do not think was in that paz)er. I want to know when the ship
wag commissioned. I think you have that. )

Admiral Geruarp, We are prepared to submit that to your staff,
the additional information that is required.

Senator Byrp. And then the original cost of the ship.

Admiral Geruarp, Yes, sir.

_Senator Byrp. You have that?

Admiral GerurARD, Yes,

Senator Byrp. And then the selling price. .

. Admiral Geraarp, We will update that spread sheet; that is, this is
in addition. Your letter, as T recall, sir, asked for all ship sales since
1968; how much of the sale price has been received and in what cur-
rency; and how much has been charged to foreign military sales
credits. Subsequent to that time we learned of your additional re-
quirements. We will be happy to amend that spread sheet with the re-
quired information you desire.

Senator Byrp. You have the sale price?

Admiral Geruarp. Yes, sir.

Senator Byrp. And how it was ’ngd for?

Admiral Geruaro. Yes, sir. That was in the sheet that was for-
warded to you by Mr. Warner.

Senator Byrp. But sll it says was, paid cash, it does not tell me
how much was paid. : : .

Admiral Geraarp. The column at your extreme right, sir, should
show sales price. ‘

Senator Byrp. It shows the credit authorization number. And then
the next column is a credit amount, o

Admiral Geraaro. Mr. Chairman, I apologize. I am told that you

. in fact do not have it. I will turn over to your staff before I leave

the building today a new updated sheet which will give you the
acquisition cost, the purchasing country, the age at the sale date, the
date of the sale, the source, the sales case status, and in the case of
credits, the credit amount and the credit authorization number, and
in the last column the sales price. S
- Senator Byro; That is the figure that T am particularly interested
in. ' = o S .

Admiral Geruarp, Yes, sir, it will be there. )

[Tl(ie] following information was subsequently supplied for the
record :
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Senator Byro. Now,-do you have this figure? Hdw many ships has

the Navy sold during fiscal year 1973 ¢

Admiral Geruarp, Sir, 58 during calendar 1973.

Senator Byrp. During calendar 1973, you sold 581

Admiral GERHARD. Yes, sir.

Senator Byrp. That is up to this point

Admiral Geruarp. Yes, sir.

Senator Byro. In calendar 1972 what did you gsell ¢

Admiral Gerizarp. In calendar 1972, 4.

Senator Byrp. Nowz they are not loans, these are sales?

Admiral GeruAarp. Those are all sales. _

Senator Byrp. What did you do in calendar 19714

"Admiral GErHARD. In calendar 1971 we sold a total of 17 ships, sir,

Senator Byrp, How about 1970¢

Admiral GeraArp, In 1970, it was 11.

Senator Byro. In 1969 ¢

Admiral Geraaro, In 1969, it was 10.

Senator Byrp. In a 9-month period in 1978, why did you have such
a tremendous sale of ships? '

‘Admiral Geruarp. If we go back into the history of our ship cony
struction during World War II, we find that we built a tremendo!
number of ships that are now reaching their maturity. oo

Senator Byrp. And they also had ap roximately the same number -
of ships in these earlier years which also have been mothballed.

Admiral Geruarp. Some went to the mothballed fleet, and as the]y
became older in the mothballs, we find it is a little bit more difficult
to maintain them as the overhead becomes greater. We do not feel
that the American taxgzyer should be required to foot that type of
overhead, And as they become unuseful to us, we normally loo for a
way to dispose of them. You are aware from Mr. Sanders’ statement
in the March hearing, that we are loo for ways to help our
friends and allies under the Nixon doctrine, the thesis of self-reliance,
gelf-sufficiency, and also to help ourselves as we decline in our ability
to cover the trouble spots around the world and honor our national
commitments.

Senator Byrp. You had been loaning these ships until recent years,
until the last 12 months or so

Admiral Geruarp. That is right.

,Senzato,r Byro. And then all of a sudden you shifted to giving them
away . - :

Admiral Geruaro. Selling them. »

Senator Byrp. I will know better whether you gave them away or
sold them when I see the price. I cannot argue the price with you
until I see the figures, What T am suggesting is, and what I see happen-
ing is that when the Congress passed legislation to require you to
come here—I am not speaking of you personally—whdt I am sug-
gesting, Admiral, T think the Navy is trying to get around congres-
sional action. And it has changed its method. Instead of making the
loans, it is going to ship sales. Has that entered into the picture?

‘Admiral Gersarp. I arrived on my job, sif, in February of 1972
right after the hearings in the House and the Senate; and T di‘gest.ed
the testimony of my CNO before your committee. I want to say with
all honesty and with proper respect to the chairman, to the best of my
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knowledge, that is not the case. Primarily we went to sales because,
in consultation with our Washingtin agencies, and primarily the De-
partment of State, the feeling was that the more we became involved
with loans and had so many slips on loan, we became more politically
involved. )

The second and tempering facet to the problem is that as you are
well aware, section 7307, title 10, of the U.S. Code prohibits us from
selling ship without them being stricken from the Naval Vessel Regis-
ter. And as Secretar,{ Sanders explained to you during the March
testimony, sir, these ships go through a very rigorous inspection, and
what we call an Insury report is issued after that inspection. Unless
the shi];: is capable of meeting certain material standards, it is dropped
from the register. Otherwise 1t is retained.

Senator Byrp. But once you dropped the ship from the roll, then
you can dispose of it o )

Admiral Germarp. That is right, it can be disposed of either
through sales or through the scrap breakers here in the United States.

Senator Byrp. As I say, I cannot discuss it wit you in the detail that
1 would like to because you have not yet submitted the figures and I do

.not have the figures to know what your sale price has been for the
‘vessels.

‘Admiral Germarp. If T recall, going back to the testimony of Mr.

" Forman, he indicated that in most cases we do not have a blue book

on naval warships, particularly those of 27 to 80 years of age. There-
fore, we must assign to it the current scrap price; that is, that ob-
tained through commercial sources, so much per ton. And then we must
add the dollar value of the types of equipment that we have abroad and
we can try to get a greater degree of remuneration for the U.S. Govern-
ment, which is certainly a lot more than we would get if we just sent
it to the scrap breakers. We have found that in testing our cases within
our own agency—that is, Defense—and looking, for example, at tank-
ers, we found that our sale price was bracketed by $2.000, either side of
the current disposal price in the Port of New York, where just the week
before they had sold three of that type ship for scrap.

Senator Byrp. We will put the figures in the record and let the
Congress—— )

Admiral Geritarp. Yes. sir, T recognize that the change in emphasis
to sales looks suspect, the timing was bad. As I say, in all honesty, it
was not the intent to try to find & way to circumvent the Congress,

Senator Byrp. I think it is a good idea to help our allies by giving
them surplus equipment. I think it is a good program. But I am not
too enthusiastic about all of this taking place as a result of a change in
the congressional attitude. It goes back to the Spanish matter. Anyway,
we will not take up the time of the Secretary or your time to go into
this now. But I may ask you if you would be kind enough perhaps to ﬁet
together with us at a later date. Because I cannot very well discuss this
with you until I get the facts that I sought. But we will get those today
go that we will not have any problems after that.

Admiral Geraarp. Yes, sir. :

Senator Byro. Thank you gentlemen very much, indeed. I appreciate
your being here today.

[Mr. Weintraub’s prepared statement follows:]
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PREPARED STATEMENT BY SIONEY WEINTRAUB, DEPUTY SECRETARY FOR INTER-
NATIONAL FINANCE AND DEVELOPMENT, DEPARTMENT OF STATE

Mr. Chairman, I would like to speak briefly on the general approach of the
Executive Branch to the question of foreign ihdebtedness to the United States
Government. This is a broad subject and encompasses many different types of
debts—e.g., those assoclated with war materiel delivered during a time of ac-
tual hostilities, those associated with the provision of surplus foodstuffs to
underveloped countries, and most recently those designed to enhance the devel-
opment effort of the world's developing countries.

In all cases the United States has extended credit on the assumption that
loans will be honored and will be repaid according to a mutually agree schedule
between the United States and the debtor. The lending agencies are mettculous
in granting loans, or guarauteeing commercial loans, to protect the taxpayers’
right to expect full repayment of all debts. I would like to emphasize that the
past majority of the indebtedness to the United States is honored and repatd
on schedule, In fact, only two percent of the outstanding debt is delinguent by
90 days or more and an even smaller percentage has been rescheduled or other-
wise renegotiated. Mr., Chairman, I think you will find that these percentages
compare favorably with the best performance of collecting debts in the private
sector of our economy.

1t 18 (however because of their exceptional nature that debts are delinquent
or rescheduled attract special attention. The practice of rescheduling debts is
not common in the United States Government and is not viewed as a normal
policy instrument for providing aid or otherwise influencing bilateral relations
with a debtor country. All activities which take place between two governments
obviously have a political as well as an economic dimension, and debt resched-
uling {8 10 exception, However, economic and financlal motivations must provide
the main impetus for rescheduling. -= -

It is sound financial practice to avold the bankruptey of a debtor who faces
4 temporary lquidity cvisis. It is sound practice to grant temporary relief from
contractual debt obligations when such relief will improve the prospects for
actually collecting the debt. An inquiry of the banking community would reveal
that those hard-headed financers also consolidate, rollover, or reschedule pay-
ments to meet unforeseen events affecting the borrowers ability to repay. This
practice is not confined to private transactions, but extends to transactions be-
tween private banks and foreign governments.

On the basis of these principles, the United States does from time to time
extend relfef to its debtors, Of particular moment today i8 the debt relief granted
from time to time to developing countries, The United States has participated
in debt relief exercises for countries in default, that is, temporarily unable to
meet their obligations. This is normally done in a multilateral context in which
the creditors incorporate economic conditions designed to assure that policles
of the debtor will be such as to avoid future debt crises. There have heen multi-
lateral debt reschedulings designed to avoid default and which similarly con-
tained conditions to encourage the development effort of the debtor.

In general, we must be in a position to react to situations unforeseen at the
time loan agreements are signed. Sometimes the use of rescheduling is necessary
to gain any payment from the debtor on its obligations. I could cite in this con-
text the Egyptian rescheduling of 1971 which ended four years of total default
by the Egyptian Government. But in all cases it 15 our practice to obtain a resuit
in the best overall interest of the United States.

It me turn to the question of delinquent debt, & problem common to all tnsti-
tutions which extend credit. I would like to outline briefly the procedure fol-
lowed by the United States Government in collecting its delinquent debts.

Primary accounting control and collection responsibility lies with the agency.
which incurred the delinquent obligation. The contracting agency has the neces-
sary familiarity with the transaction as a whole. It is in the hest position to
judge both our government's and the other government’s compliance with the
basie contract, Most agencies find that governments want to keeP thelr accounts
current. These agencies, whenever possible, want to avoid politicizing an ac-
count through diplomatic intervention, which can disturb working commereclal
relationships,

From time to time, however, a case of non-paymetit will arise, for which
normal collection procedures are not effective. In such cases, we asked creditor
agencies to refer the matter to the Department of State. In May, 1971, the Aet- -
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ing Secretary of State sent identical letters to 87 Government agencies offering
dssistance and outlining our procedures in handling debt delinquencies.
“When a case is referred to us, we ask for a complete file, including any argu-
ments which the debtor country might have made in resisting payments, These
can include uncredited payments, difference of interpretation of language, dif-
terent exchange rate calculations, or non-receipt of goods. This file is forwarded
to our Embassy in that country, with instructions to bring the matter to the
attention of the appropriate authority. The Deputy Assistant Secretary of State
for International Finance and Development is responsible for directing this
effort. In addition to the recent surplus property settiement with Korea, recent
collections of long-delinquent debts from such countries as Paraguay, Tunisia, .
Colombin and Haiti demonstrate the value of this procedure.

The Department of State s certainly aware of the serjous and legitimate con-
veth of the Congress in meocting ity responsibilities with respect to assets of the
United States. We recently have taken a new step toward assisting the Congress
in fulfilling this responsibility. In a letter of August 2, 1978, to the Government
Operations Committees of both Houses, in response to a GAO report on the debt
question of less developed countries, the Secretary of State stated his intention
to incorporate in the Secretary's Annual Report to Congress on Forelgn Policy
a full discussion of the debt situation and active debt negotiations. This report
will supplement the on-going consultations between the Congress and various
representatives of the Executive Branch on specific debt issues.

I would now like to turn to some specific cases in which this Committee has
expressed a particular interest.

PROPOSED INDIAN RUPEE BETTLEMENT

We are discussing in New Delhi a possible rupee debt settlement with India.
The objectives of this action have been presented by Ambassdor Moynihan to
many of your colleagues in the House and Senate.

As this Committee iz aware, we hold two types of financlal assets in Indla:
a dollar debt and a rupee_debt. The proposed settlement deals only with rupees.
The Government of India owes us a dollar debt of about $3 billion from hard
enrrency development loans made by AID and predecessor agencles, export loans
from Eximbank and dollar repayments of agricultural commodity purchases on
credit, The Indians continue to meet scrupulously their debt service obligations
on these dollar loans which amount to $130 million annually and will continue
at this average level for the next five years.

The Indians also owe us about $3.2 billion equivalent in non-convertible
rupees. Our rupes assets consist of over $800 million equivalent in current de-
posits with India’s central bank and $2.4 billion in outstanding principal on
rupee lonns owed to us and re;‘)(ayable over the next 40 years, With interest,
rupees come into our central bank account at over twice the annual rate at which
we spend them. The rupees come largely from PI,~480 proceeds pursuant to agree-
ments ¢oncluded in the 1060°s and from other rupee-repayable loans from the
1050°s. The original agreements limited the use of our rupee assets, largely to
covering United States expenses in India and to gFants or loans to the Govern-
ment of India for Indian development. In effect, we cannot use these rupees out-
slde India and thelr use inside India is restricted by the terms of the original
agreements.

'Ag the Government Accounting Office’s 1971 Report made clear, “it appears
highly uniikely-that the United States will be able to convert more than a small
portion of its total rupee holdings into real resources for its own use.”

In no other country are our local currency holdings so large or the present

. arrangements such that we are faced with a comparable situation.

" A basle purpose of the negotiations is to put a foreseeable, albeit distant, end
to the situation under which we have substantially more rupees than can be con-
verted into real resources, We seek to convert unusable rupees into usable fupees
under conditions agreed to in advance. ‘

“fPhe discussions in New Delhi have been the subject of intensive consultations
with Congress. In September, Ambassador Moynihan consulted with some two
dozen Senators and Representatives, members of the Agriculture, Foreign Rela-
tionw, and Appropriations Committees. I welcome the opportunity these hearings
_afford to provide this Committee with any information desired concerning our
proposal, which in accordance with Section 104 of PL~480, will in any case be
transmitted by the President to the Senate and House Agriculture Committees
for their review at least thirty days in advance of taking effect.
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Waorld War II and Rclated Debts

In my prepared statement I will cite only a tew exceptional cases in this wide
fleld. Most of these accounts are regularized, but the few exceptions attract a
great deal of attention. Indeed, I think the more our total collection efforts are
examined, the better we in the Government will look.

Lend-Lease Settlement with the Soviet Union .

On October 18, 1972, then Secretary of State Rogers and Soviet Forelgn Trade
Minister Patholichev signed an agreement which settled the Soviet Union's lend-
lease debt to the United States. The settlement removed what had been a major
obstacle to the development of more normal econoinic relations hetween our two
countries. Under the terms of the agreement, the Soviet Union will pay at least
$722 million by July 1, 2001.

In negotiating repayment agreements with all major lend-lease recipients, the
United States has sought no payment for goods lost, consumed or destroyed dur-
ing the war or for combat items left over at the war's end. We have sought pay-
ment for civilian-type goods which survived hostilitles and for all goods “In
the pipeline” but delivered after the lend-leage program formally ended
(September 20, 1045).

The Boviet Union had been making regular payments on the “pipeline” account
and {he remainder due on that account was inciuded in the global sum of the
overall settlement.

Negotiations with the Soviet Union to reach agreement on amount to be paid
for civillan-type goods had foundered over the years on two points: First, there
was no agreed statistieal base on which to base the value of such goods remain-
ing in Soviet hands. The Soviet Union did not present an inventory of what they
had and rejected the estimates which had been put forward by our government.
Settlement figures offered by the Soviet Union during the intermittent negotia-
tions were always unacceptably low.

Second, the Soviet Union wanted the United States to give effect to Article VII
of the standard Lend-Lease Agreement which stated that the terms and conditions
for repayment “shall be such as not to burden commerce between the two coun-
tries, but to promote mutually advantageous economic relations between them
and the betterment of world-wide economic relationa.” The article also specially
mentioned “agreed action” directed to the “elimination of all forms of discrimina-
tory treatment in international commerce, and to the reduction of tariffs and
other trade barriers.” The Soviet Union argued that Article VIX indicated to them
the prospect of improved economic relations, but that the U.8, in 1951, had
terminated the most-favored-nation tariff treatment that Soviet goods had previ-
ously received under a 1087 commercial agreement. Thus, for the Soviets, a
resumption of most-favored-nation treatment became a condition for a.final
lend-lease settlement. We argued that a lend-lease gottlement was a condition
for even considering most-favored-nation treatment.

The agreement of last October combined a settlement figure close to that which
had been requested by the United States previously, and comparable to that
reached with other World War JI allies. It contained a provision making payment
ot $674 million of the $722 million conditional upon re-extension of most-favored-
nation tariff treatment to Soviet goods. As you know, the Administration has
requented Congressional authorization to extend most-favored-nation tredatment
to the Soviet Unlon as a part of the Trade Reform Act of 1978,

T might note that the Soviet Union already has pald $36 million of the $48
million payment which is unconditional under the agreement.

For the record. I am snbmitting an information sheet giving additional
details on the terms of the final settlement and a comparison of that agreement
with the lend-lease accord with the United Kingdom.

World War I debts

U.8. allles during World War I borrowed $12 billion, to purchase war
materiel. These debts are now estimated to be over 20 billion including interest
which has accrued for over 40 years, These debts present immensely complex
political and economie issues involving the whole range of our relations with
our Western allfes, with the nations of Eastern Burope and the Soviet Union,
as well as relations among the Huropean nations themselves, The Buropean
debtor governments (with the notable exception of Finland) have shown no
disposition to settle these debts. :
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At the same time, we are keenly aware of the concern of the Congress that
disposition be made of these long-pending accounts. The Departments of State
and Treasury are collaborating in the examination of policy optlons to deal
with these debts within the framework of the National Advisory Council.

Prepayment

Not all cases of adjustment of loan terms result in deferral of payment. In
some cases, subject to mutual agreements, we have received prepayment, or
accelerated payment, due to the prosperity of a debtor.

The Executive Branch regularly reviews debts owed by other countries. For
those countries whose financial position is strong, that review includes the pos-
sibility and usefulness of requesting accelerated repayment of certain types of
debts. The state of our overall financial relations and any curreut negotiations
with the government concerned are taken into account by the Department of
State and the Treasury when judging whether or not to request prepayment in
a particular case.

Qeveral countries in the past few years have made prepayment on their official
indebtedness totaling well over 2 billion, Prepayments have been made almost
entirely on lend-lease, surplus property, Marshall Plan or other war related
accounts. The original terms of these loans were more favorable than those in
normal commercial practice.

Some countries, such as Germany and Italy, bave small amounts remaining
due on these accounts, The Japanese government recently made a prepayment
of 175,074,908, which completely extinguighed its obligations stemming from
our post-World War II economic assistance.

\\.
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FOREIGN INDEB’!‘EDNESS TO THE UNITED STATES
Since 1917 the United States Government has transferred abroad

““(loans and grants) approximately $258 billion in financial resources,

almost $200 billion of which has been committed since World War
IT. The breakdown -of this foreign assistance is as follows:

. (billions

o ) " of dollars)

World War I . e cacccacn——— 112.2
World War II (Lend-Lease) oo ..o eicicacnn 50, 2
Post-World War IT__ L. --o- 2195.6
Total. v eeeaeaas wemmmmmmm———— M- 258.0

- 1 Bxcludds interest, [ :

? Includes $11.1 bmxon in fiscal year 1973 and a projected 81.1 blllion for fiscal
year 1974, The $11 billion estimate for fiscal year,1974 does not include any
expected increases in aid resulting from the Middle East War. (See Table.A.)

More than $130 billion of the post-World War II aid has been in
the form of grants. Of the estimated $60 billion the U.S. has loaned
abroad sinco World War I, approximately $25 billion has been repaid.

Total foreign indebtedness to the U.S. Government now exceeds
$65.2 billion by one calculation and. may approach $60 billion, ac-
‘cording to another estimate. The $55.2 billion figure is the sum of
outstanding World War I debts ($24.6 billion, including interest, as
of June 30, 1972; see Tables B-1 and B-2) and the total of outstanding
foreign loans and credits of U.S. Government agencies incurred after
1941 as reported by. Treasury ($30.6 billion as of June 30, 1972; see
Tables C-1 and C-2). The $60 billion estimate!® is obtained by
broadening the definition of ““debts,” to include, for example, indebted-
ness due on unsettled international claims. Estimates of foreign
indebtedness to the U.S. moreover, are based upon figures which
have been reduced from original obligations due to negotiated séttle-
ments, re-schedulings, and cancellations. ‘

As of June 30, 1972, Treasury reported 105 foreign countries and
international organizations with delinquent debts (principal and

1 The $60 billion figure is the estimate of the House Government Operations
Subcommittee on Foreign Operations and Government Information. “Delinquent

. International Debts Owed to the United States.” Hedrings of the S8ubcommittee

on Foreign Operations and Government Information, Committée on'Governrsent
Operations, U.S. House of Representatives, 93d Congress, July 24, 1973.
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interest due and unpaid ninety days or more) to U.S. Government
agencies totaling $678 million. This figure excludes World War I
debts and certain lend lease obligations.

The Attorney General of the United States issued an opinion on
December 24, 1970 (at the request of the Secretary of Treasury) stating
that the Executive has authority to renegotiate the terms of loans
and credits under the Foreign Assistance Act of 1961, as amended,
Public Law 480 long-term dollar sales and export credits under the
Export-Import Bank Act of 1945, as amended. Such “debt re-
schedulings,” as they are termed, have occurred regularly in recent
years, and although such actions provide foreign assistance to debt
burdened countries they are not included in the President’s proposals
for new economic assistance and thereby reduce the apparent funding
requirements of aid-disbursing agencies.

Neither the Congress nor the courts have challenged the Attorney
General’s decision regarding the power of the Executive to reschedule
or cancel debt obligations of foreign countries to the U.S. In 1966 the
Congress adopted an amendment (known as the Dirksen Amendment,
Section 620(r) of the Foreign Assistance Act of 1861) which provides
that: - .

No recipient of a loan under the authority of this Act, any
part of which is outstanding on or after the date of enactment of
this subsection [Sept. 19, 19686], shall be relieved of liability for
repayment of any part of the principal of or interest on such loan.

Notwithstanding this provision of law, the Executive continues to
hold it has authority to renegotiate and even forgive foreign indebted-
ness. The basis for this position is that the Dirksen Amendment relates
only to loans ‘‘made under the authority of this act,” i.e., the Foreign
Assistance Act—and therefore the Executive can reschedule debt
obligations made under other provisions of law.?

A recent case of Executive branch debt renegotiations involves India
where the Executive, under terms negotiated by U.S. Ambassador to
India Daniel P. Moynihan, agreed to write-off virtually all of the $3
billion debt India has to the U.S. By a vote of 67 to 18, the U.S.
Senate adopted an amendment offered to the Defense Appropriation
Authorization Act of 1974 by Senator Harry F. Byrd, Jr., Chairman
of the Subcommittee on International Finance and Resources of the -
Senate Committee on Finance, the effect of which would require
Congressional approval of the India~Loan Settlement. The amend-
ment is now pending before the Congress,

 3The opinion of the Attorney General on the rescheduling of the Indonesian
debt to the U.8S. is reprinted as appendix A.
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Foreign Indebtedness to the U.S. Arising From World War I

~ As of June 30, 1972, Treasury reported the outstanding indebtedness

of foreign Governments to the U.S. arising from World War T at
$24.6 billion (principal and interest due and unpaid) including $1.6
billion in German World War I indebtedness. Tables B-1 and B-2
in Appendix C provide a breakdown of World War I debts, both con-
ventional debts and German indebtedness, as of June 30, 1972. A
summary of World War I indebtedness is shown below.

World War I Indebtedness

Original indebtedness. . .. _ ... ... . cooeoeaa. $12, 195, 087

Interest through June 30, 1972___ . . ... .... 13, 605, 247

Total. oo ———— 256, 800, 334
Payments: )

Principal . . oo 762, 401

Interest. . ..o ecececee e ccca——————— 2,000, 919

Total e ceecmccmcceccemmca—————- 2, 763, 320

———— ————————_{

Total outstanding . -« oo oo 28, 037,014

Unmatured prineipal. - - - - oo coooo oo aieaeaans 4,697, 232

Principal and interest due and unpaid......_....__._ 118, 339, 774

1 Excludes $1.6 billion German World War I indebtedness,

The bulk of World War I debts to this country arose when the U.S.
extended assistance to foreign countries in the form of cash loans or
other credits toward (and immediately following) the end of the war.

In the post-war years, repayment of the debts was compounded by
transfer problems created by altered currency values and later, by
increases in U.S. tariffs which hampered the inflow of goods and serv-
ices. The repayment of the debts was further compounded by the
decision of foreign governments, particularly the French Government,
to link war debt payments with the receipt of an equivalent amount of
their entitlement to German reparations. In 1924, the Dawes Plan
scaled down Germany’s reparations payments and made available to
the German Government loans from private lenders, enabling the
German Government to make reparations payments for a few years.
In turn, the governments receiving reparations payments made
payments on their war debts. With the onset of the depression and the
declaration of a moratorium on repayments by President Hoover in
1931, repayments for the most part ceased.

Tables B-1 and B-2 provide the status of World War I indebtedness
to the U.S., as of June 30, 1972. It should be noted that of the debtor:
nations the Soviet Union does not recognize debts incurred by LRussian
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pre-Bolshevik Governments, Armenia does not exist as an independent
nation, and Estonia, Latvia, and Lithuania were annexed by the
Soviet Union as constituent.republics during World War II. During
fiscal year 1972, the Governments of Finland and QGreece made
payments of $353,6456 and $328,898.02, respectively, on their World
War I debt accounts.

The defaulting of World War I debts to the U.S. prompted the
Congress in 1934 to enact the Johnson Debt Default Act (48 Stat.
574; 18 U.S.C. 955, as amended) which prohibits the extension of
long-term private credit to nations in default on earlier obligations
to the U.S., unless the U.S. is participating in such credit or the nation
concerned is a member of both the World Bank and the International
Monetary Fund.?

Foreign countries indebted to the U.S. have never denied the
validity of their World War 1 obligations. They have, however,
generally taken the view that payment to the U.S. of the sums agreed
upon is still contingent upon their receiving payments from Germany,
a position which the U.S. has never officially recognized. The question
of World War I claims was deferred ‘‘until a final general settlement
of this matter” -by the London Agreement on German External
Debts, concluded in 1953. This agreement, to which the US. is a
party, has the status of a treaty and, in the opinion of some, has the
practical effect of barring recovery of World War I-debts as a matter
of international politics if not mbematmna] law. A working group of
the National Advisory Council on International Monetary and
Financial Policies has been reviewing the status of World War I
indebtedness, and is expected to issue a future report, presumably
including an analysis of the positions of the West German and East
German Governments. A detailed account of World War I indebted-
ness is contained in Appendix B.

Foreign Indebtedness to the U.S. Arising From World War II

The bulk of foreign indebtedness to the U.S. arising from World
War II was incurred under authority of the Lend Lease Act of 1941
and the Surplus Property Act of 1944 and related legislation, As of
June 30, 1972, Treasury reported settlement obligations, plus interest,
totaling $5.5 billion under lend lease and property agreements (Table
D). Of this amount, $1.2 billion remained outstanding.* A summary of
lend lease obligations follows:

3 Section 708 of the Adminjstration’s Trade Reform Act (H.R. 6767) would.
repeal the Johnson Act. However, the bill as reported by the Committee on Ways
and Means does not repeal the Johnson Act (H,R. 10710).

4 Thess figures do not reﬂect the Soviet Lend Lease settiement of October
1972,
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Slatus of World War II accounts under lend-lease and surplus property
agreements as of June 80, 1978

Dollars in
thousands
Gross value of U.S. lend-lease assistance. . _.......__. ! 50, 200, 000
Settlement obligations and interest billed (net,) ........ B, 491, 448
Credits:
Collections:
US.dollars. . oo v 3, 308, 012
Foreign currency (in U.S. dollar equivalent). . 660, 025
- Other credits. - - oo eceeee e 334,688
Total outstanding. ... oo ... 1, 176, 697
Status of amounts outstanding:
Amounts past due.. . ... 234, 384
Due over a period of years by agreement_...._... 942, 314

! Rounded,

By far the largest source of World War II indebtedness to the U.S.,
was the wartime assistance program initiated by the Lend Lease Act
of 1941. The Act authorized the President to procure and make avail-
able to the government of any country whose defense he deemed vital
to the defense of the U.S. a broad range of defense assistance. At the
end of World War II, the gross value of assistance under the program
totaled $47.9 billion, with another $2.3 billion in assistance cither en
route or otherwise received following the war's end. The net value of
lend lease assistance (subtracting “reverse lend lease’ received by the
US.) totaled more than $40 billion. The British Commonwealth
countries received 63 percent of total lend lease aid, the U.S.S.R. 22
percent, and France and its possessions 7 percent. Aid was given to 38
countries, including 19 western hemisphere republics. --

Several other types of loan programs were carried on by the U.S.
during World War IT. Excluding the obligations arising from the post-
war settlement of lend-lease accounts, the credits utilized under these
programs totaled $1.1 billion in the five-year period ending June 30,
1946. The Reconstruction Finance Corporation, for example, provided
loans of $417 million to foreign countries, including a loan commitment
to Great Britain in July, 1941, of $4256 million of which $390 million
was utilized. British-owned assets in the U.S. and their earnings were
pledged as collateral for the loan. The earnings were sufficient to pay
off the loan in slightly more than a decade.

In addition to these wartime loans, the U.S. made a series of post-
war recovery loaps to foreigh Governments which ultimately totaled
$10,4 billion. A special loan to Great Britain, for example, agreed to as
part of the British lend loase settlement, made available $3.75 billion-
at 2 percent interest, repayable over fifty years beginning in 1952, -
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In bilateral-negotiations following World War II, the U.S. sought
repayment only for lend lease assistance of value in civilian econ-
ornies. As of June 30, 1972, settlement obligations and accrued interest
- totaled $5,491,448,062.36 ® (Table D).

The Soviet Lend Lease Debt and Settlement

The Soviet lend lease settlement, announced October 18, 1972,
is the latest example of U.S. efforts to secure repayment for lend
lease obligations (with the Soviet case the most intractable one). The
background of the Soviet lend lease indebtedness was summarized by
Sidney Weintraub, Deputy Assistant Secretary of State for Inter-
national Finance and Development, in testimony February 18, 1972,
before the House Subcommittee on Foreign Operations and Govern-
ment Information:

The original value of all lend-lease equipment provided the
Soviet Union during World War II is estimated at $10.8 billion.®
This figure excludes both merchant and naval vessels which, for
technical reasons, were not included under the lend-lease
agreement.

In lend-lease settlement negotiations with all our allies, includ-
ing the Soviet Union, it was our policy to seek payment only for
those goods which had usefulness in the civilian economy. After
repeated requests for an inventory of these ‘civilian-type"
articles in the Soviet Union went unanswered, the United States
estimated their value at approximately $2.6 billion.

In reaching agreements with our other World War II allies,
we settled for a percentage of the value of the “civilian-type’
equipment. As noted in this testimony to which this explanation
is appended, the U.S. Government has made specific settlement
offers of $1.3 billion and $800 million. Both offers were rejected
by the Soviet Union. OQur present negotiations are approaching
a figure which will compare favorably with the final terms reached
with other lend-lease recipient countries.”

The ships excluded from the lend lease agreement for ‘‘technical
reasons” included 84 merchant vessels plus naval ships and other
water craft in Soviet custody at the end of World War II.

¥ This figure does not reflect the Soviet lend lease settlement of Ooctober 18,
1072,

¢ The White House Fact Sheet of October 18, 1972 set the total value of assist~
ance at 811.1 billion.

? “Delinquent International Debts Owed to the United States,” hearings of
the Subcommittee on Foreiga-Operations and Government Information, Coms
mittee on Government Operations, U.S, House of Representatives, 92d Congress,
February 18, 1072, p. 1285,
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The Soviets took the view that U.S. Lend Lease assistance was not
a conventional debt and that the aid was the U.S, contribution to the
war effort, an effort in which the Soviet Union had lost more than
20 million lives. In an agreement signed in October, 1048, the Soviet
Union agreed to pay for “‘pipeline” deliveries (deliveries requisitioned
or en route at the close of the war) which ultimately totalled $225.5
million in 22 annual payments at an interest rate of 2% percent per
annum. The Soviet Union has been making payments on the “pipeline”
account since 1954, making deductions (unrecognized by the U.S.)
for damages allegedly resulting from non-delivery and for damages
to Soviet ships in Haiphong during the Vietham War.$ ‘

Negotiations over the Lend-Lease debt broke down in 1052 with
the U.S. seeking $800 million and the Soviets offering $300 million.
Negotiations were 1esumed eight years later but again reached the
same deadlock. The principal issues throughout the negotiations were
the amount of the total settlement, whether and how much interest
should be charged, the length of time for repayment, a grace period,
and the right to defer payments under certain conditions., In later
years negotiations were complicated by the length of time since World
War II, the differential between current interest rates and those
prevailing in 1945, and a problem created by the higher tariffs imposed
on Soviet products than those on British products during the inter-
vening years.

The lend lease statute grants the Executive wide discretion in set~
tling lend lease debts. The prospect of better relations between the two
countries—and particularly the Soviet Union’s desire for most~
favored-nation (MFN) treatment—Iled the U.S. and the Soviet Union
to resume negotiations over the lend lease debt in August, 1971. The
settlement announced on October 18, 1972, resulted from those
negotiations,

Under the Lend-Lease Settlement, the Soviets will pay to the U.S.
an amount of at least $722 million over the period ending July 1, 2001.
Initial installments were to be as follows: $12 million on October 18,
1972; $24 million on July 1, 1973, and $12 million on July 1, 1975.
The balance will be paid in equal annual installments ($24,071,429 for
each of 28 installments assuming the first such annual payment is on’
July, 1974) ending on July 1, 2001. The exact total amount will'
depend upon when and how many of the four allowable deferments
are taken by the Soviets. If they were to take their four postponements
early in the period, interest on the deferments could total $37 million
making the total settlement amount to be paid approximately $759

$ The Soviet “pipeline” account-was made part of the lend-lease settlement
of October 18, 1972, and presumably the schedule of future payments is contingent
tipon Congressional approval of most-favored-nation treatment for the Saviet
Union, : T o o
28-7T11—98——5
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million. Such deferments, if taken, will nonetheless be repaid by July
1, 2001, and will bear interest at the rate of three percent per annum.
In comparison, the British pay 2 percent interest on any deferments
and are permitted to add a year beyond 2000 for each deferment.
Beyond the initial Soviet payments of $48 million by mid-1975, the
ayments schedule is triggered by Congress granting the Soviet Union
FN treatment. If MFN is granted between June 1 and December 1,
the first lend lease payment is due thirty days later. If MFN is
granted from December 2 through May 31 of the following year, the
first lend lease payment becomes due on July 1 of that year. Without
MFN, the schedule for the repayment of the remaining $674 million is
uncertain.
The following table compares the terms of the British and Soviet
lend-lease settlements:

Great Britain U.S.8.R.
Total aid extended.._... $21,500,000,000. . .. ... $11,100,000,000.
Tq_tul amount to be paid. $895,000,000' ._...... $921,000,000.
Grace period......._.... B YOArS ar oo ean None.
Final due date.......... Not before Dec. 31, July 1, 2001. -

2005, but no later
than Deec. 31, 2008.

Annual deferments 7; each deferment ex- 4;no extensions.
allowed. tends final due date.

Interest rate on defer- 2 percent.. - ccceeoeo. 3 percent.
ments. -

1 Assumes no deferments are u}ken and includes payments for goods in the
pipeline at the end of World War II (the Soviet Union has made $199,000,000 in
pipeline payments since 1954). - -

The Soviet lend lease settlement presents an anomaly in Treasury’s
reporting of foreign indebtedness to U.S. Government agencies. The
anomaly can be found in Tables C-1 and C-2 which represent Treas-
ury’s statistics for foreign loans and other credits of U.S, Government
agencies. Table C-1 is a breakdown by credit program and includes an
entry entitled “War Accounts Settlements and Lend Lease”. Table
C-2 summarizes the identical data by country and includes entries
of $146.8 million and $93.4 million for the Soviet Union in the column
entitled “Principal Outstanding” and ‘“Principal and Interest Due
and Unpaid Ninety Days or More”. It is difficult to reconcile either
figure with the $722 million settlement announced October 18, 1972.
Table C-3 contains Treasury’s arrearage data as of December 31,
1972, and reflects a rescheduling of the Soviet debt of six months
earlier, presumably in response to the October 18, 1972 settlement.
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Post-World War II Foreign Indebtedness to the U.S.

Foreign indebtedness to the U.S. since World War II has arisen
principally in the context of forsign aid, military assistance, and trade
finance. The total of outstanding foreign indebtedness to the U.S,
incurred since 1945 is now approximately $30 billion. (Table C-1).
The bulk of outstanding U.S. Government postwar credits were ex-
tended under the Export-Import Bank Act of 1945 ($5.9 billion as of
June 30, 1972), Foreign Assistance and related acts ($13 billion), the
Agricultural Trade Development and Assistance Act ($6.6 billion),
and the Commodity Credit Corporation Charter Act ($5682 _million).
Tables E-1, E-2, and E-3 present the status of dollars repayable under
loans of the Agency for International Development (AID) and pred-
ecessor agencies; under the P.L. 480 program; and the status of the
U.S. Military Export Sales Program. The table on the following
page summarizes post-ivar foreign assistance.



A A
, .
Overseas loans and grants—summary for all countries
{U.8. fiscal years—millions of dollars]

U.S.;)vmhmandmnu—obnauommdewuuom
Post- Mutnal Foreign Assistanos Act period Total
war Marshall Security Total Repay- loss
relief pian Act Total Joans ments  repay-
period period period FAA and and ments
. perod grants interest and
104648  1049-52 1933-61 1062-85 1966 1967 1068 1060 1970 1971 1972 1973 1974* 1962-74 1946-72 1046-72 interest

Total economic
and military .

DIOgraIs. ....... 15125 22,533 51,042 26,585 7,634 8,427 8160 7,570 8096 9,301 11,114 11,100 11,000 109,086 105,642 25,584 170,058
8,058 3,48 9,642 10,111 3,100 3,767 3470 2557 2950 3,743 4,812 4,000 5000 44,000 64,175 25,584 38,591
Grants...ooooaeeaeeeee. 7,067 19,084 41,400 16,474 4,525 4,659 4,000 5,033 5148 5,647 6,302 6,500 .6,000 64,986 131,467 .. _...... 131, 467

*1974 estimates do not inciude anticipated increase in foreign aid resulting from the Middle East War.
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Delinquent Foreign Indebtedness to the U.S.

~ As of June 30, 1972, Treasury reported 105 foreign countries and
International organizations with delinquent debts (principal and inter-
est due and unpaid ninety days or more) to U.S. Governiment agencies,
totaling $678 million (Tables C-1" and C-2). This figure, however,
excludes delinquent debts arising prior to July 1, 1941, which include,
at the least, unpaid debts arising from World War I. Six months later,
as of December 31, 1972, Treasury reported 104 foreign countries and
international organizations with delinquent debts to Government
agencies totaling $639 million (Table C-3). The improvement in
delinquent indebtedness during the six month period is attributed‘ to
the elimination of the Soviet arrearage on its Lend Lease debt in the
settlement announced October 18, 1972 and to nnproved collection
procedures, generally,

The Department of Treasury bears primary accounting responsx-
bility over foreign indebtedness to:U.S. Government agencies.
Secondary responsibility is borne by the Department of State and the
Departmernit of Defense (the latter, in the area of military assistance).

During the past two years the Executive Branch has undertaken a .
comprehensive review of its procedures for reporting and collecting
overdue foreign debts. Under procedures instituted by the National
Advisory Council on International Monetary and Financial Pohcles,
the evaluation of a country’s debt status has been given greater weight
in determining that country’s credit worthiness. As a general policy,
the Council has recommended that ‘“loans to countries whose Govern-
ments are in arrears 90 days or more on debts which they or_their
agencies owe.to the U.S. Government or its agencies should be deferred
and, where appropriate, disapproved.”® -

Reporting and Settlement of Foreign Debts -

There i is no specific requirement in existing law whlch requires a
consolidated report on the status of active foreign credits of the U.S.
Such a report is, however, prepared by the Treasury Department which
includes both long-term and short-term loans and credits to foreigners.
The long-term credits reporting is pursuant fo the requirements of
Section '634(f) of the Foreign Assistance Act of 1961, The short-
term loans and credits are pursuant to a request of the Foreign
Operatxons and Government Information Subcommittee of the Com-
mittee on Government Operatlons of the House.

Legislation is. now pending. in the Congress to improve statutory
reporting requirements of foreign indebtedness. The bill, H.R: 9360

* National Advisory Council on International Monetary and Financial Pollciec,
1972 Annual Report, p. 40. _ )
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the Mutual Development and Cooperation Act of 1973, for example,
would expand the reporting required on the status of foreign credits.
Section 19 of the bill would amend the law to provide for compre-
hensive semi-annual reports on the status of all outstanding obligations
owing to the United States and potential liabilities under insurance
and contracts of guarantees and loans and other credits resulting front
transactions under the Foreign Assistance Act, the Foreign-Military
Sales Act, the Agricultural Trade and Development and Assistance
Act and the Export-Import Bank Act. The status report would be
limited to those outstanding balances on individual items which exceed
$1 million.,

In testimony July 24, 1973, before the House Government Opera-
tions Subcommittee on Foreign Operations and Government Informa-
tion, Sidney Weintraub, Acting Assistant Secretary for Economic and
Business Affairs of the Department of State asserted, ‘“The Depart-
ment of State is of the opinion, and other agencies have indicated that
they agree, that the President does havo authority in appropriate
circumstances to settle claims against foreign Governments, even if in
a particular case no payment can be obtained where, for -exdmple,
it is established that the debts are uncollectible.” 10

A recent Report to the Congress by the General Accounting Office
(“Developing Countries’ External Debt and U.S. Foreign Assistance:
A Case Study,” May 11, 1973) made the following summary of
Executive authority to renegotiate foreign loans:

EXECUTIVE AND LEGISLATIVE PARTICIPATION IN DEBT
RENEGOTIATIONS

According to the Attorney General of the United States, the
executive branch has authority to renegotiate terms of loans to
countries without congressional review or approval. This is in
contrast to the restrictions on executive branch authority to
negotiate new loans, including statutory limitations on minimum
lending terms, sources of procurement, and loans to countries in
default.

_ Executive authority

The President’s authority to renegotiate the terms of loans and
credits to foreign governments varies with the enabling legislation.
The principal ongoing programs under which foreign debts to the
United States are concentrated include:

W4PDelinquent International Debts Owed to the United States,” hearings of
the Buboommittee on Foreign Operations and Government Information, Com.
mittee on Government Operations, U.S. House of Representatives, 93d Congress,
July 24, 1973, p. 18.

11 Debt renegotiations may also include debts inourred under cutrent or defunct
programs; henoe this list is not intended to be exhaustive,

=
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1. Loans to countries under the Foreign Assistance Act of
1961, as amended.

2. Long-term dollar sales of agricultural commodities
under Public Law 480.

8. Export credits under the Export-Import Bank Act of —
1945, as amended. _

In 1970 the United States participated with other creditors in a
massive rescheduling of Indonesia’s external debt. In response to a
request from the Secretary of the Treasury, the Attorney General
issued an opinion on December 24, 1970, stating that the executive
branch had the authority to renegotiate the terms of loans and
credits under the above programs.

For loans to countries made under the Foreign Assistance Act
of 1961, as amended, this authority is provided under section
635(g) (2), which states that ‘in making loans under this Act, the
President * * * may collect or compromise any obligations
assigned to, or held by * * * him.” The authority to compromise
is limited by section 620(r) of the same act, which provides that:

No recipient of & loan made under the authority of this
Act, any part of which is outstanding on or after the date of
enactment of this subsection [Sept. 19, 1966], shall be
relieved of liability for the repayment of any part of the
principal of or interest on such loan.

The purpose of this restriction, known as the Dirksen Amend-
ment, was to prevent the conversion of loans into grants by sub-
sequently relieving the recipient country of its liability for repay-
ment of interest or principal.

Similarly, in his opinion on the Indonesian debt rescheduling,
the Attorney General found adequate legal authority for re-
scheduling Public Law 480 debt and Export-Import Bank credits
under the circumstances presented there.

Within the executive branch, foreign loan and credit programs
are administered by several agencies, such as AID and the
Export-Import Benk. These agencies are responsible for the
granting of loans and credits and the actual negotiations involved
in making collections. .

General coordination of U.S. loan policy is a function of the
National Advisory Council on International Monetary and Fi-
nancial Policies. This interagency council, chaired by the Sec-
retary of the Treasury, considers the overall debt burden in a
recipient country as part of its consideration of proposed loans.
The Council also considers debt renegotiations in its meetings.

Renegotiation of loan terms can release a developing country’s
foreign exchange which may then be used for development im-
ports. In some instances, however, renegotiation may reduce or
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defer a lending nation’s available resources until repayment is

" -made. Under the AID-administered development loan program,
for example, interest and principal collections are recycled into
the program. Recycling of collections also reduces AID’s new
funding requirements in its budgetary requests to the Congress.
Congressional interest :

Although legislative restrictions on executive branch authority
to renegotiate loans are few, the Congress has shown considerable
interest in the ability of developing countries to repay existing
debts to the United States. The Congress also has shown interest
in debt relief. In the specific case of the 1970 Indonesian debt re-
scheduling, the executive branch informally discussed the matter
with several congressional committees and later submitted a
special report to them. The Congress was also consulted in the
caso of the Egyptian debt rescheduling in 1971. -

The importance of keeping the Congress well informed with
respect to debt relief matters ¢cannot be overemphasized. The
United States is the largest single creditor to the developing

" countries and—together with other creditor nations-—is upnder
increasing pressure to reschedule, refinance, or cancel outstand-
ing debt. Any form of debt relief provided is comparable to new
aid. And as the need for relief becomes more frequent, debt
relief is increasingly- an important form of economic assistance.
_In our opinion, debt rescheduling—as an example of debt
relief—provides additional resources to assisted countries because
the foreign exchange that would have been used to repay their
debts remains available to pay for needed imports. - =

The assistance which the United States provides developing
countries through debt relief is not now included in the President’s
proposals to the Congress for new economic assistance. Nor is it
shown in a meaningful manner in subsequent reports summarizing
the actual assistance provided. We believe this assistance should
be systematically and comprehensively reported to the Congress
with the President’s annual proposals for foreign assistance.

Debi: Obligations and internaﬁonal Monetary Reform

One of the major concerns of this subcommittee has been the
deterioration in the value of the dollar at home and abroad, and the
urgency of achieving fair and adequate rules under which international
monetary and trade transactions can function. One important element
in the international monetary reform discussions has been what to do

about _the large “overhang” of U.S, dollars abroad. US. liquid
liabilities to foreigners totaled $93,101 million as of July 1973, whils"
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U.S. monetary reserve assots were only $12,918 million, an amount
clearly. insufficient to cover our liabilities and warrant making the
dollar convertible into gold at almost any price. - - S
U.S.: monetary reserves, and liquid liabilities to foreigners
cooe ’ 1962-73 (July) o
[In billions of dollp.rs] _—
Uﬁ._liquid liabilities

Total U.S. . o To official .

. reserve assets Total - institutions
1962 .o 17.2 24.3 12.9
1964 .. 16.7 29.3 15,7
1966 - - e 14.9 31.0 - 14.9
1068 oo 15.7 38.5 17.3
1970 .. 14.5 47.0 23.8
1972 e 13.2 82.9 61.5
1973 (July)-cccena-- 12.9 93.1 70.9 .

Note: See table F in Aﬁ)endix C for a comparison of outstanding loans, U.8,
assistance, and liquid liabilities.

The issue of foreign indebtedness to the United States has not
really entered into any of the international monetary reform plans.
Obviously, foreign countries would suggest that the question of in-
debtedness is a separate issue; that World War I and lend lease debts
are so enmeshed in German reparations and other complex issues that
it would be impossible to resolve all these complicated questions in the
context of international monetary reform. Yet, from the U.S. point of
view, foreign countries still owe us legally binding debts of between
$50 and $60 billion. Before restoring internal convertibility of the
dollar, it may well be that these debt obligations should be settled.

Summary and Conclusion

Since 1917, the U.S. Government has transferred abroad an esti-
mated one quarter trillion dollars, yielding a net foreign indebtedness
to the United States of approximately $55.2 billion and possibly more.
The transfers abroad occurred in three principal phases: World War I,
World War II, and post-war foreign assistance. .

Foreign military and economic assistance disbursements are rising
and now exceed $11 billion a year, in spite of the recent cutback in
AID appropriations. More than half of these disbursements are on a
grant basis with no repayment obligation whatsoever. :
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Current law does not provide for central reporting of foreign in-
debtedness, though Treasury is engaged in & program to provide a
more comprehensive reporting system. :

The Executive asserts broad legal authority, both statutory and
inherent, to renegotiate foreign indebtedness. In the case of developing
countries; the need for development capital must be balanced against
the burden of external debt. Congress, under present procedures,
plays a limited, ad hoc role in the process of rescheduling and renego-
tiating foreign debts.

Foreign indebtedness to the United States has important implica-
tions for economic policy, including monetary policy. The Congress
may wish to consider legislation to strengthen its oversight over the
reporting, collection, and rescheduling of foreign indebtedness.
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Opinion of the Attorney General of the Unif_ed States

RESCHEDULING OF INDONESIAN DEBT TO THE UNITED STATES

The United States can reschedule certain debts owed to it by
Indonesia.

The power to reschedule loans made under the Foreign Assistance
Act of 1961 is limited by § 620(r) of that Act, which provides that no
recipient of a loan made under the Act outstandmg after. Septem-
ber 19, 19686, shall be relieved of liability for the repayment of any
part of the principal of or interest on such loan. 80 Stat. 807, 22
U.S.C. 2370(r).

By its plain language, § 620(r) of the Forexgn Assistance Act of 1961
does not apply to loans made under the Economic Cooperation Act.

The authority to carry out a provision in a loan agreement made
under the Economic Cooperation Act allowing for the postponement
or modification of payments of principal or interest has-been pre-
served by subsequent acts which state that agreements entered
into under repealed acts shall continue in full force until modified
by appropriate authority. Mutual Security Act of 1954,.§ 543(a), 63
Stat. 861; Foreign Assistance Act of 1961, § 643(a), 76 Stat. 460, 22
U.S.C. 2402(a).

Pursuant to the Federal Property and Administrative Services Act
of 1949, § 401 (63 Stat. 397, 40 U.S.C. 511) the Secretary of State is
authorized to amend and modify agreements made under the Surplus
Property Act of 1044, 58 Stat. 768.

The Export-Import Bank is authorized to reschedule loans where
such rescheduling will maximize repayment.

Neither § 403 (73 Stat. 610 as amended by 78 Stat. 1037) nor its
successor, § 106(a), (80 Stat. 1532, 7 U.S.C. 1706(a) of the Agricul-
tural Trade Development and Assistance Act of 1954 (P.L. 480),
which provides terms for dollar credit agreements made under that
Act, restricts the authority to reschedule debts incurred under those
a,greements where the debtor nation faces imminent default and
reps,yment will be maximized.

Dnomnnn 24 1970,
TuB SECRETARY OF THE Tnmstmr.

Dear MR, Secrerary: Your letter of July 18, 1970, aaks for '

an opmion on 8 number of legul issues which have arisen in ponnection”
_(73) : NPT ERS S S T '
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with a proposed rescheduling of Indonesia’s debts to the United
States. Those debts are in the principal amount of $154.1 million.
Your letter notes that the United States, together with a number of
other countries, has proposed entering into agreements with Indonesia
to reduce the burden of certain large debts incurred by it prior to
July 1, 1966, totaling some $1.8 billion in principal. We understand
that default is imminent on the Indonesian loans because both
Indonesia’s domestic and foreign exchange resources are inadequate
to meet payments of principal and interest on its external debt.
The agreements will in general extend the time for repayment of
such debt and, in some cases, provide that no interest will be charged
on past due principal and interest during the extended period of
repayment. The purpose of these agreements, as-I understand them,
is to avaid complete default in the short run, and to maximize repay-
ment of obligations owed to the United States and others in the long
run. : -
Annexed to your letter is a legal memorandum which concludes
that the proposed rescheduling can be accomplished under existing
law. For the reasons set forth below, I concur with that conclusien.
There are four classes of debts due the United States which are
involved: loans by the Agency for International Development (AID);
surplus property loans; Export-Import Bank loans; and P.L. 480
debts, It is necessary to construe the statutes governing these obliga-
tions to determine whether the Executive has the authority to modify
them in the manner proposed.

Ap Loans

Two loans administered by AID are subject to the proposed re-
scheduling. One loan was originally made under the Economic
Cooperation Act of 1948 (ECA loan), the other under the Foreign
Assistance Act of 1961 (FAA loan).

Saction 635(g)(2) of the Foreign Assistance Act of 1961 (75 Stat.
456, 22 U.S.C. 2395(g)) provides that “in making loans under this
Act” the President may collect or compromise any obligations assigned
to, or held by him. As your memorandum states, the compromise,
authority is limited by sec. 620(r) of the same Act (as added in 1966
80 Stat. 807, 22 U.S.C. 2370(r) (Supp. V)), which provides:

“No recipient of a loan made under the authority of this Act, any

part of which is outstanding on or after the date of enactment of this.

subsection [September 19, 1066}, shall be relieved of liability for the
repayment of any part of the principal of or interest on such loan.”
In keeping with this provision you conclude that any rescheduling

of the FAA loan involved must, in accordance with its terms, require

payment of interest on all outstanding balances of both principal and
interest. (The memorandum states that one way this can be accom-
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plished is byreducing the amounts due under the other loans, which

are discussed tnfra.) Such a requirement complies with the limitations
of-seo. 620(r), and the proposed arrangement regarding the FAA loan
is expressly authorized by sec. 635(g) (2) of the 1961 Act.

The Economic Cooperation Act of 1948, 62 Stat. 137, stated
that assistance could be provided through grants, payment in cash,
ctedit, or on such other terms of payment as the Economic Coopera-
tion Administration (ECA) found appropriate, depending on the
needs of the recipient country. Section 111(c), 62 Stat. 145. The ECA
loan agreement at issue was executed by the Export-Import Bank
for ECA. See sec. 111(¢c)(2). In line with both the broad authority
of the ECA and the general powers of the Bank (see page 6, infra)
it contained a renegotiation provision allowing for the postponement
or modification in payments of interest or principal.! We understand
that insertion of such a provision in ECA loan agreements admin-
istered by the Bank was a standard and unquestioned practice.?

The ofiginal authority to carry out the agreement validly made
under the now repealed Act has been preserved. Both the Mutual
Security Act of 1954, which repealed the Economic Cooperation Act,

- .and the Foreign Assistance Act, which repealed the former Act,

include provisions which state that agreements entered into under
authority of repealed acts shall continue in full force until modified
by appropriate authority. Mutual Security Act of 1954, sec. 543(a),
68 Stat. 861; Foreign Assistance Act of 1961, sec. 643(a), 76 Stat.
460, 22 USO 2402(a). By ite plain language, sec., 620(r), which
only applies to loans “made under the authority of this Act” (i.e.,
the Foreign Assistance Act of 1961), does not apply to loans made
under the Economic Cooperation Act. We therefore agree that there
is authority to modify the ECA loan.

SurrLus ProrerTY LOAN

Under the Surplus Property Act of 1944, 58 Stat. 765, United States
excess property was sold to Indonesia in 1947 under credit arrange-
ments. Pursuant to a later statute the Secretary of State is authorized

~ to amend and modify agreements made under that Act which were

in effect on July 1, 1949. Federal Property and Administrative
Services Act of 1949, sec. 401, 63 Stat. 397, 40 U.S.C. 511, In this

1 Agresment between the Government of the Kingdom of the Netherlands and Esport-Import Bank oi~
Washington, Art. 4, Oct. 28, 1048:

“1f at any time or from time to time the parties hereto determine that it would be in their sommon mwem
becauss of adverse economic conditions or for any other reasons to postpone, or provide for tha postpons-
mntof, any instaliments of interest or prineipal, or to alter or provide for the alteration of any provisions

of the sforesald promissory note relating to payment of interest and prineipal, or to modity the aforesald
promissory note in any other respest, they may by mutuasl agreement in mummﬂmmmmohm«
ponement or alteration or other modification.” ‘

. Indotiesis has asstimed the obligation of The Netherlands.

4 Latter rom Herbert ¥. Morris, Assistant omcomuummun. omtnn.lm
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connection it is noteworthy that the latter Act further provides that
foreign excess property may be disposed of by sale, exchange or trans-
fer, for cash or credit, and “upon such other terms and conditions as
the head of the executive agency concerned deems proper.” 40 U.S.C.
512, 63 Stat. 398. It is clear that Congress has given the Executive
broad discretion in this area. I concur in your conclusion that pay-
ments governed by this legislation may be rescheduled.

Exrorr-IMporT BANK LoANS

Some of the loans at issue were made by the Export-Import Bank.
The Bank is authorized to do “‘a general banking business.” 12 U.S.C.

- 635(a). Its enabling act has no specific restrictions concerning the
“modification of loan agreements and it appears from the memorandum
that the unquestioned administrative practice under the Bank’s act
has been to permit rescheduling as the Bank’s business requires in
the same manner as a private bank. Since the memorandum expresses
the view that the proposed rescheduling will maximize repayment,
and there is no express or implied statutory limit on rescheduling, the

Bank possesses the necessary authority to accomplish this. Cf. United

States v. Corligs Steam-Engine Co., 91 U.S. 321 (1878); Whitman v.
United States, 110 F. Supp. 444 (Ct. Cl. 1953).

PL. 480 AGREEMENTS

There are two agreements with Indonesia for the sale of agricultural
products which were entered into in 1966 under the dollar-credit
provisions of the Agricultural Trade Development and Assistance
Act of 1954, as amended, commonly called “P.L. 480”. Section 403

of the Act, which was applicable when the agreements were executed,

required that dollar credits must be repaid in annual installments
over a period not to exceed twenty years, plus a two-year grace period
for the initial installment, and that the amounts financed bear interest
at a rate set by the Secretary of Agriculture, which could not be less
than that charged for certain loans made under the Foreign Assistance
Act. 73 Stat. 610 (1959), amended by 78 Stat. 1037 (1964). P.L. 480
was revised in 1966. Section 106(a) of the revision effestive January 1,

1067 (after the agreements were made), contains credit provnsions
identical to those of sec. 403. 80 Stat. 15632, 7 U.S.C. 1706(a) (Supp. V).

You note that the proposed reschedulmg would run counter to the

limits now set out in sec. 106(a) and ask whether they apply to the

rescheduling.

The authority to make sales under P.L. 480 is set forth in_general

terms. Section 101 (80 Stat. 1626, 7 U.S.C. 1701 (Supp. V)) now pro-

vides that “the President is authorized to negotiate and carry out
agreements with friendly countries to provide for the sale of agri-
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ocultural commodities for dollars on credit terms or for foreign our-
rencies.” Title IV of the earlier Act included a similar provision. In
general, an officer authorized to make and carry out a contract for the
United States has the authority to modify it where it is in the best
interests of the United States to do so. Cf. United States v. Corliss
Steam-Engine Co., supra; Whitman v. United States, supra.

The inquiry here then is whether sec. 403 or its successor, sec. 106(a),
imposes express or implied restrictions on the responsible official
which would limit his authority to reschedule these debts in what he
considers to be the best interests of the United States. The language
of these provisions as it bears on this point is as follows: -

“s & & Payment for such commodities shall be in dollars with
interest at such rates as the Secretary may determine but not less
than the minimum rate required by section 201 of the Foreign As-
gistance Act of 1961 for loans made under that section. Payment may
be made in reasonable annual amounts over periods of not to exceed
twenty years from the date of the last delivery of commodities in
each calendar year under the agreement, except that the date for
beginning such annual payment may be deferred for a period not later
than two years after such date of last delivery, and interests shall be
computed from the date of such last delivery.”

. 'The statutory language appears to address itself to the terms which

should be contained in an agreement between the United States and
the debtor nation. Clearly, the language calls for an agreement which,
if performed according to its tenor, will result in retirement of the debt
in accordance with the provisions of the section. There is no indication
that the terms of either of the agreements for which rescheduling is
currently contemplated were inconsistent with the statute.

The congressional policy expressed in sec. 106(a) and its predecessor
undoubtedly reflects a determination on the part of Congress that
dollar credit transactions are to be placed on a sound business basis
with minimum financial loss to the United States. Officials charged
with negotiating agreements subject to the provisions of this section
are not free to authorize agreements between the United States and
debtor nations which in form comply with the restrictions imposed by
the statute, but which, as a matter of reasonable expectation, cannot

possibly be performed by the debtor nation in compliance with that

section.,
But while the law does require more than pro forma compliance
with its terms on the part of officials responsible for negotiating
agreements, it does not address itself to the problem of rescheduling
previously contracted debts when, notwithstanding the fact that the
agreement has been made in good faith, the debtor nation at some later
date faces the prospect of imminent default on its obligation.
28-711—78—8 -
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.. It cannot be denied that provisions in an agreement for repayment
of principal and interest negotiated with developing countries in long-
_term credit transactions are necessarily based on somewhat speculative
projections as to the future ability of the borrowing country to repay.
In the instant case, for example, agreements were made following &
period of grave political and economic difficulty. We are informed that
an independent study commissioned by creditor nations has found
‘that Indonesia presently lacks the necessary domestic resources in
‘foreign exchange to service its current external debt, and that unless
a renegotiation is effected, payments it is required to make under its
existing obligations will be beyond its financial capacity for some
years to come. We understand that the United States Government
‘has accepted these findings pursuant to an agreed minute of April 24,
'1970. That minute may fairly be compared to a composition of creditors
concerning the Indonesian debts. .

Nothing in P.L. 480 suggests any congressional certainty that every
single agreement for repayment would be carried out according to its
terms. Giving the statute the broadest reading consistent with its
language, we find that it neither expressly not impliedly prohibits
renegotiation under the circumstances here presented, where the facts
clearly establish that the debtor nation faces imminent default. Indeed,
the broad congressional policy underlying sec. 106(a) and its predeces-
sor—that the maximum recovery be obtained for the United States—
may well be furthered, rather than hindered, by the sort of rescheduling
‘of debts on the part of the creditor nations which is here contemplated.
Accordingly, rescheduling of the debts incurred by Indonesia under
P.L. 480 is authorized, it having been found by those officials charged
with the responsibility that it will in fact maximize repayment to the
United States.

Sincerely,
JOHN N. MITCHELL.
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World War I Indebtedness

The bulk of World War I debts arose' when the U.S. extended
assistance to foreign countries in the form of cash loans or other
credits toward (and immediately following) the end of the war.

The earliost such credits were authorized by a succession of Liberty
Bond Acts.? They provided, in effect, that a portion of the proceeds of
the issues of Liberty bonds may be used to establish credits for foreign
governments then engaged in war against the enemies of the United
States. The final total appropriation for such credits was set, after a
few increases, at $10 billion. -

As evidence of these credits, the United States was authorized to
accept obligations issued by the borrowing governments. These ob-
ligations were in the form of short-term or demand certificates of
indebtedness and carried, at first, an interest rate of 3% percent.
After the passage of the Second Liberty Bond Act, the interest rate was
increased to 4% percent, and after May 15, 1918 to 5 percent.

The total of credits established under the Liberty Bond Aots in favor
of 11 foreign countries amounted to $9,647 million of which $9,631
million was actually used.

An act approved on February 25, 1919 (P.L. 65-274, 40 Stat. 1161
appropriated $100 million in a revolving fund for American relief
supplies to former non-enemy countries in Europe. The cost of these
supplies was to be reimbursed so far as possible by the recipient coun-
tries. The American Relief Administration received on account of
these supplies $84 million in 5-percent medium-term obligatiens issued
by eight relief recipient countries.

The Victory Liberty Loan Act of March 3, 1919 (P.L. 65-328, 40
Stat. 1309) appropriated the unexpended balance of appropriations
made under the Liberty Bond Acts for credits to foreign allied govern-
ments for the purchase of United States war surplus property and
wheat. The obligations covering these credits were to bear-at least 5
percent interest. War surplus credits were extended to eleven countries
and totaled $599 million in medium- and long-term obligations bearing
b percent interest. .

Public Law 66-167 (41 Stat. 548), enacted on March 30, 1920,
suthorized the United States-Grain Corporation to sell up to 5,000,000
barrels of flour for cash or on credit to European countries to alleviate

* Enacted in 1917 and 1918 (First Liberty Bond Aot, April 24, 1017, P.L. 65-3,
40 Stat. 38; Second Liberty Bond Aot, September 24, 1917, P.L. 65-43, 40 Stat.
288; Third Liberty Bond Act, April 4, 1918, P.L. 66-120, 40 Stat. 502; Fourth
Liberty Bond Aoct, July 9, 1018, P.L. 65-192, 40 Stat. 844).
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food shortages. In these flour sales, the United States accepted
medium-term obligations of one to five year terms, bearing 5 percent
interest for the shorter terms and 6 percent for 5 year loans, The total
of these obligations, issued by five countries, amounted to $57 million.

Thus the gross initial credits extended by the United States to a
total of 20 foreign countries during and immediately after World War I
amounted to $10,371 million. :

Consolidation and funding.—As the bulk of foreign obligations in
the possession of the United States was payable on demand and
almost all of the remainder had maturity dates in the early 1920’s,
it was patent that the debtor-nations as a group were not in & position
to adhere to the original payment terms. The U.S. Congress, there-
fore, passed on February 9, 1922 an-act (P.L. 67-130; 42 Stat. 363)
providing, basically, for the funding of these debts and/or their
conversion into long-term obligations (bonds). It prohibited the
exchange of obligations of one foreign government for those of another
and the cancellation of any part of the indebtedness except by pay-
ment. The final maturity of such funded indebtedness was not to
run beyond June 15, 1947, and the interest rate was to be at least
4y, percent. The act also established a five-member World War
Foreign Debt Commission and placed it in charge of negotiating and
concluding funding agreements; the Commission was to operate for
three years. The membership of the Commission was later (P.L.
67-445, 42 Stat. 1325, February 28, 1923) increased to eight, and the
limitation on maturity terms and interest rates was abolished. Further-
more, on January 21, 1925, the life of the Commission was extended
for two more years (P.L. 67-327; 43 Stat. 763).

In 1922, at the time of the creation of the Commission, the United
States held obligations of foreign governments arising from World War
I operations amounting, in their principal amount, to a total of $10,102
million. Throughout the life of the Commission the major part of these
obligations was converted into funded indebtedness. Between February
1923 and April 1926, funding agreements under P.L. 67-139 were
signed with Belgium, Czechoslovakia, Estonia, Finland, France, Great
Britain, Hungary, Italy, Latvia, Lithuania, Poland, Rumania, and
Yugoslavia. All funding agreements had to be—and were—ratified by
the U.S. Senate and by the debtor-country’s legislature, ‘

Funding agreements.—In these agreements, the short-term indebted-
ness of individual debtor-countries was consolidated and converted
into 62-year bonded debt. The debtors undertook to make annual
payments on the principal and semi-annual payments of interest. As a
rule, the interest rate charged was 3 percent for the first ten years and
3K perosht for the remainder of the debt period. Several ‘ funding
agreements, however, provided for lower overall interest charges, which
will be noted below. At the option of the debtor-nation and on at loast



90 days’ notice, the installments on principal could be postponed for
two years. This option could not be exercised unless all the regular or

previously postponed installments had been peid in full, With some - .

exceptions, tho interest rates on such postponements were those
applicable to the principal.

The installments of principal and interest were payable in “United
States gold coin of the present standard of value” or at the option of
the debtor country, on 30 days’ notice, in United States obligations
issued after April 8, 1017. Prepayments on principal could be made at
the option of the debtor on 90 days’ notice in multiples of $1,000.

The total value of the principal of the obligations funded under
P.L. 67-139 before funding was $9,664,820,252; the total funded debt
amounted to $11,522,354,000. In the funded principal were reflected
the following components: on the debit side, the outatanding principal
of the short-term obligations, interest accrued and unpaid before
December 15, 1922 at 434 percent, interest accrued at 3 percént and
unpaid on the above two items since December 15, 1922, and any
other war-connected United States claims against the debtor-nation;
on the credit side, any payments of principal and interest on any
payments made on principal since December 15, 1922, and any war
connected claims by the debtor-nation against the United States.

Unfunded indebtedness.—World War 1 debts of five countries were
not funded. Of these, the Cuban debt, in the principal amount of $10
million plus accrued interest, was paid in full in 1027. The debts of

Liberia and Nicaragua in the principal amounts of $26,000 and

$166,604, respectively, plus accrued interest were paid in full in 1927,
It might be mentioned in this connection that, in February 1927,
Nicaragua contracted & new debt amounting to approximately
$290,000 at 6 percent interest, payable in monthly installments of
$5,000 beginning January 1929. This debt was not serviced regularly,
and together with accrued interest amounted to about $484,000 at the
and of August 1937. The debt was cancelled in 1939 pursuent to the
agreement coricluded with Nicaragua on April 14, 1938, and ratified
by the U.S. Senate on June 13, 1938. The agreement provided for
cancellation by the United States of this debt, and by Nicaragua of
a claim against the United States for refund of income taxes amount-
ing to. about $873,000 and interest charges thereon totaling approxi-
mately $268,000, and, in addition, for & lump sam payment of 872,000
by the United States to Nicaragua,  * = = = Coy
The indebtedness of Armenis, in the principal amount of almost $12__
million plus actrued interest could not be funded because there was no
‘ government in existence: Similar difficulties were encouris
tered inixegard to the Russion débt, amounting to $192:6 million, This
debt had been incurred by pre-Communist goveiiments and wa
repudiated by the Bolsheviks. The repudiation was one of the factorsis

A2
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- ~——United States refusal to recognize the Soviet government until 1938, A

small portion of this debt was paid from the proceeds of the liquidation
of Czarist assets in the United States pursuant to a 1933 agreement be-
tween the two countries. In practice, however, the repudiation still
stands, -

Hoover moratorium.—Due to the world-wide financial crisis of 1930,
the U.S. Congress, urged by President Hoover, granted on Decem-
ber 23, 1931 (Public Resolution 72-5, 47 Stat. 3) to all debtor-nations
who had funded their indebtedness, a postponement of their contract~

~ual-payments falling due in the fiscal year 19312, subject to the sign=

“ing of a requisite moratorium agreement. The statute provided that
such postponed installments would be payable in ten equal annuities
beginning in the fiscal year 1933-34 and would carry a 4 percent
interest charge. The Congress also expressly declared itself against any
cancellation or reduction of the debts.

In the period from May through September 1932, all The countries
indebted to the United States under funding agreements, except Yugo-
slavia, executed moratorium agreements containing terms as laid down
by the statute. Yugoslavia advised that it could not accept the pro-
visions of the moratorium because of the effect such action would have
on its budgetary situation.

The total amount of payments on principal and interest postponed
by the moratorium agreements was $246,316,806 ($62,094,618 on
prineipal-and-$184,222,188 on interest); total amount receivable by
the United States annually over the ten year period, including 4 per-
cent interest, was $30,018,734.

After the expiration of the moratorium period, Austria, Estonia,

Greece, Latvia, and Poland also avsiled themselves of the post~
ponement provisions contained in their funding agreements and post~
poned the installments due on principal during F'Y 1933. In addition,
Czechoslovakia, Finland, Great Britain, Italy, Lithuania, and Ru-_
mania took advantage of a provision (Sec. 45 of the Agricultural
Adjustment Act of 1933, P.L. 73-10, 48 Stat. 63) which authorized
the President, for a period of six months, to accept silver in payment
of any amounts due from foreign governments,
.. In late 1932, a number of debtor-countries requested that the entire
complex of intergovernmental obligations be reviewed and that any
payments due during the period-of such review and negotiations be
suspended. Such a review, however, was never initiated.

" Debt default.—Despite the one-year moratorium, some contractual
postponements, and the possibility to pay in silver, the servicing of
the funded foreign debts after the moratorium was grossly lacking in
regularity. In fact, only Finland has been making regular payments on
the principal and interest of its funded debt as well as on the moratorium
installments and subsequent postponements. After the Soviet .attack
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on Finland and Russo-Finnish war (1939-1940), the U.S; Congress on
June 15, 1940 authorized by a Joint Resolution (Public Res. 76-84;
54 Stat. 898) a postponement of all Finland’s payments due during
calendar year 1040, and made them payable with 8-percent interest .
thereon in ten annual installments beginning in 1041. The following
year, a similar Joint Resolution (Public Law 77-10; June 12, 1041;
86 Stat. 260) authorized the postponement of all Finland’s paymente
due during calendar years 1941 and 1942, and made them payable in
40 semiannual interest-free installments beginning in 1945.

At the opposite side of the debt-servicing roster are six nations
(Austria, Belgium, Estonia, France, Poland, and Yugoslavia) which
after the one-year moratorium made no payments on either the
principal or interest of their funded indebtedness or on the amounts
postponed under moratorium agreements or other postponement
provisions.

A number of debtor-nations made a few more payments on either
principal or interest of the funded indebtedness or both, but none on
the moratorium annuities, The latest payments on principal and/or
interest made by any debtor country (except Finland) since the
moratorium were as follows: .

Date of ~ Date of
last payment last payment
Country on principal on interest
Czechoslovakit. v o cceceoeimmancnn Dec. 15,1933 weevcccaen
Great Britain. . cecoeerocemacanann Dec. 15,1932 Dec. 15, 1933
OrO0C8.eneencnanencneccccceacecceac e ———————— Nov. 10, 1938
Hungary (interest payments due from
December 1932 to June 1937 were
made in pengd rather than in dollars) . __._......... Deoc. 12,1941
Tty e ccccccccacccmccceccaans Dec. 15,1933
Latvid. ceecccccccmc e cccece e Dec. 165, 1932 Do.
Lithuanit. o oo e ceccecmcccccccccccanam——- Do.

Rumania (also made a token payment
of $100,000 on June 15, 1940, as a
token of good faith pending negoti-
ation of new agreement)...e.cccuaces tevesmaaancn June 15, 2538
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TABLE A.—Overseas loans and grants, 1946-72, summary for all countries
[U.S. fiscal years, millions of dollars]

U.S, overseas loans and grants, obligations and loan authorizations

Post-war Marshan s’f&‘f}‘&
relief Act Foreign Assistance Act period
Program 19483998 19481 98‘2’ 19523981 1962-1965 1966 1967 1968 1963
NOMIC PROGRAMS
A. al economic assistance ’
AlD and predecessor acencles. total............ eeeeeeeens 14,505 16,885 9,516 2,677 2,419 2,176 1,690
LOANS.cccceinaiiccnnrraseenncanee ceeeerenanaasansassanne 1,577 3,266 5,362 1,306 1,195 1,084 723
.......... ] w)() 12532) t3.61.g) (g:%%) 1{%50) 1.224) 1{%) K9“636)
pporting assistance)...........ccoeenees — 8,85 (773
Food forPeace, total.........ccccviimeiireciieineenineines 83 6,417 5,715 1,558 971 1,329 1,179
BT L T e - 3,867 3,739 1,046 612 952 734
mble INUS.dolars, 10anS...coceeiiiiiiiiiiriirienernanirnieacecsonces 328 4 282 114 405 507
e in foreign currency—Planned for {
U@ ereruerornrennorrereacacansssoasssnsesssnnses enneaans . 3,867 3,410 764 498 548 227
(Tchl )sales agreements, including U.S. =) (o) (G.492)  (4367) @1 (640) (649) )
uses)..... eesesavevesesasacatasascsonnnane — — X (280
*‘!'tth Hototalh....oouveeennnrieacncacenoncnsasassessosannannns 83 2,550 1,976 512 359 376 445
rellef, economic development ’

753 730 254 156 180 242

1,796 1,246 258 203 196 203

. 752 1,807 549 553 598 655

189 717 354 374 424 480

®) 246 113 104 107 100

563 844 82 75 67 75

24,053 17:835 4,784 3,942 4,102 3,524

2,238 1,662 1,835

5,850 8 1,340
18,203 8,691 2,546 2,281 2,267 2,184



. in
- 1 -
B. Other official economic programs
Export-import Bank loans...... erereatieeiiaees 2,091 898 3,628 1,250 347 1,272 702 703
0o OHNBT JOBIIS. .o cee ttievenrannccssosorenssannnsosonesoscssoasasnasesssosnssesosiess 4 13 108 77
T Totalotherofficialloans.........cccoeeeeennn 2,091 898 3,628 1,254 360 1,274 810 780
= Total BCONOMIC PrOgramsS. . cvevreeenrscsaccness 14,644 19,531 27,681 18,291 5,144 5,216 4,912
] LOBAS . cccveivereececonosvssensoaseassssnsss 8,058 3,448 9,478 9,600 2,598 2,936 2,645 2,120
= Grants.....ccoivaerennn ceecaresarssacsesarte 6, 16,082 18,203 8,691 2, 2,281 2,267 2,184
T MILITARY PROGRAMS .
= Military assistance—(Charged to FAA appro-
.................................................. 2,517 22,367 7.414 1,312 1,047 840 727
Crodit Sales (FMS)...c.cuenereiiiirireercaccasnnneeiateesasemaacss 164 460 317 323 263 281
e v nsnieneseesnssesssesnsanstasestonasnsrnsrnanns 2,517 22,203 6,955 995 724 577 445
Military assistance service, funded grants. ......oooeviiiiiiiiiiiniieeiinae s s 201 917 1,594 1,728 2,276
Transfers from excess stocks....... Gevesvesesecsesonansannn 160 439 395 51 33 69 115
 Othergrants.............coooverenncroineanacens 481 324 554 231 17 29 59 12
Export-lmport Bank military [0ans2. .....o.oiviuiiiine i e 52 194 508 562 136
Total military programs. . .........cccoieeiiene 481 3,002 23,361 8,293 2,490 3,210 3,266
Total economic and military programs*........ 15,125 22,533 51,042 26,585 634 8,427 8,169 7,570
LOANS..ecverrvunerecsucsosacossssnnnscasanss 8,058 3, 9,642 10,111 3,109 3,767 3,470 2,537
GrANES..cereeerresesecanssosssoannsannssase 7,067 19,084 41,400 16,474 4,525 4,659 4, 5,033
-1 M
{
1
| .
1



TABLE A.—Summary for all countries—Continued

U.S. overseas loans and grants, obligations and loan
authorizations

Foreign Assistance Act period

R R .
ngz‘m Total loa;l; mentsand  Total less
Program 1970 1971 1972 1962-1972 19463?972 1946~-1972 and interest

ECONOMIC PROGRAMS
" A. Officlal economic assistance

AID and predecessor agencies, total............ deecesnnsens 1,877 1,861 2,072 124,288 153,533 4,466 49,067
;o LoanS....ees hresessesevesnarsnreres 807 718 625 11,820 15,591 4466 11,125
BrANS . . e ee s iiirasnoennasressssssasssassnassssasnons 1,070 1,142 1,446 12,464 37942 ............ 37,942
(Supporting assistance)........oeeriiersnsiiiiinanannes (603) ' (573) (620) (6,789) (15,116)......ccc.covuecenenee..
Food for Peace,total. ........cooiieeivinnnnenncanes veee 1,142 1,231 1,223 14,348 20,847 1,999 18,848
Titleh,total.....ooereiiiiriiiiieeeaees rarenee .. 711 791 746 9,331 13,197 1,999 11,198
Repayable In U.S. dollars, loans............ ceereeerenne 485 546 683 3,349 3,349 508 2,841
. Payable in foreign currency, pianned for country use.. 226 245 63 5,981 9,848 1,490 8,358
(Total sales agreements, including U.S. users)........ (272) (311) (60) (7,570) (13,061iX.......... )y (13,061)
Title l,total. ... it iire et 432 440 477 |, 5,017 7650 ............ 7,650 '
Emergency relief, economic development and world
2N TSP PP 250 250 280 2,342 3,095 ....cccenn 3,095
Valuntary relief agencles...... .00 i eceennnes 181 190 197 2,674 4,555 ............ 4,555
Other official economic assistance ; 657 350 646 5815 23,165 5,633 17,532
Contributions to international lending organizations 2. 480 180 142 3,151 3975 .....cceu... 3,975
Peace Corps......coeonvvnnennns Meeasresesesecssensecans 91 85 75 921 922 .eeiiennnen 922
1 ST PP PRI 86 85 429 1,743 18,268 5,633 12,635
Total official econcmic assistance...........ccooeiiiainnen 3,677 3,442 3,940 44,448 97,545 12,098 85,447
[ . TP PP 1,389 1,299 1,639 19,748 33,044 12,098 20,946
GBrANS....oee.eeeneeereenrenerenecaceassonecssnassnsasces 2,288 2,143 2,301 24,701 64,501 ........ .... 64,501

L

-
‘,
L



é; Other official economic brograms )

Export-import Bankloans. ............cccceiiiiiiiiiiien 1,169 1,259 2,086 8,788 15405 10,705 4,700
Otherloans. . ..o ociaiierenianeneniarescneosassccsarsnnos 112 263 386 964 964 434 530
Total other official loans............... Cesesersnnensanennoes - 1,281 1,522 2,472 9,753 1 11,139 5,230
Total economic Programs. .....c.cceeerceenccacnscoscasnsnses 4,958 4,964 6,412 54,201 113914 23,237 90,677
. TS 2,670 2,821 4,111 29,501 49,413 23,237 26,176
GrantS....ccoiiieieiereneesrencrasanzossnssesoassacnans 2,288 2,143 2301 24701 64,501 ............ 64,501

Military assistance—{Charged to FAA appropriation)....... 457 1.5%6 l,égg 1;.413 39,296 , 1,242 38,054

Creditsales (FMS).........oocoiiiiiiniiinnnes 70 743 ,007 3,171 1,242 1,929
s . 387 771 550 11,404 36,125 ............ 36,125
' MHitary assistance service, funded grants 2,308 2,484 2,753 14,261 14,261 ......... ... 14,261
Transfers from excess stocks....... 136 108 101 1,008 1,608 ............ 1,608
Othergrants..................cc.... 27 140 597 1,112 2472 ............ 2,472
Export-import Bank military loans? . 210 179 151 1,991 1,991 1,106 885
Total military programs............ . 3,138 4,427 4,702 32,784 59,528 7 57,281
Total economic and military programs4.................... 8,096 9,391 11,114 -. 86,986 173,542 25,584 147,958
 LOBNS..eiuurnernensanseensensthocncnaeneeariiinaaaanes 2,950 3,743 4,812 34,499 54,575 25,584 28,991
B - P eerenans 5,146 5,647 6,302 52,486 118,967 ............ . 118,967
} ¢ i “f {i 3 o
S SAGN , ey 197 SLONONE I ey, uden o puhased by the Sgorimpor enk an guratems
1 $65,600,000 in fiscal year 1971, and $28,000,000 in reimbursements by  _ ¢ Estimated $9,500,000,000 for fiscal year 1973; projected $11 biftion
the Department of Defénse for grants to Vietnam. for fiscal year 1974.

. % Data exclude catiable capital. . A!'D S::d ﬂf\:f ?neirlteral pn?;;s for coverage and qualifications, particularly tor



TABLE B-1—Indebtedness of foreign govemmentsrto the United States arising from World War | as of June 30, 1972

[Dollars in thousahds] .
l Cumulative payments Principal
nmatured  and interest
Indcb?orgggs: June 30, 19?2 { Total Principal Interest ouubn-gi'ﬁhg' v principal dueandunpaid
$31,577 $43,536 [ G0 T $43,536 ...c.c0eueeenn $43,5636
44 26,887 $862 ......onnnnnn 26,024 ........onnn-n - 26,024
360,464 780,302 19,157 $33,033 728.111 $156,780 571,331
2,286 12,286 10,000 - T S C L e
133,997 319,068 19,829 304 298,934 67,740 231,194
24,732 41,198 .............. 1,248 39,950 7,036 32,914
12,212 21,212 35,322 212,212 3,677 3,677 .eeiriinnazonn
3,911,498 8,001,187 226,039 260,036 7,515,111 1,435,303 6,079,808
,739,631 12,541,813 434,181 1,590,672 10,516,959 1,908,000 8,608,959
4,532 338,852 1,326 4,445 ¢33,080 419,638 13,442
3,107 5,089 73 4,632 871 3,661
424,529 2,466,893 . 37,464 63, 365 2,366,063 945,900 1,420,163
10.4%8 17,3§g 22 752 16,573 2,974 13,599
9,689 16,122 234 1 003 """ 14888 " 27777 12,106
26 68 141 - R s
315,271 522,615 61,287 21,359 499,969 91,984 407,985
y 128,696 74,498 7292 123,905 25,870 98,035
524,240 716,841 .............. 88,750 708,090 ............-. 708,090
3 36,609 100,187 1,952 636 97,598 28,679 68,919
Total..eenaensrnncniannnens 12,195,087 13,605.247 25,800,334 762,401 2,000,919 23,037,006 4,697,232 18,339,774

1 The Federal Republic of Germany has recognized liability for securities s The indebtednesc of Nicaragua was canceled pursuant to the agreement
fa!!i due between Mar. 12, 1938. and May 8. 1945. of A&r.
$r? .090 26 has been made available for educational exchange pro- cludes claim allowanoe of $1,813,428.69 dated Dec. 15, 1969.

ms with Finland. to 22 U.S.C. 245 1 Excludes payment of $100,000 on June 14, 1940, as a token of good
ol"‘:m:!uctes 513 ltE‘» l refunded b&the agrgcen?vent of May 28, 1964. The pay

agr by Congress s Pﬂnc:pally proceeds from liquidation of Russian assets in the United
.. tinterest paymentfrom Dec. 15, 1932, to June 15, 1937, were paid in
- pengo equivalent. "‘ lgtl:l;lggs $12,813,601.32 on agreement of May 28, 1964.

1
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Table B-2.—Status of German World War | indebtedness as of June 30, 1972

Interest through

Cumulative p%yﬁm

‘ Funded indebtedness ’June 30,1972 Total
wm as of June 23, 1930, and May 26, ‘
‘ Mixed claims (Relchsmarks) 1 1,632,000,000.00 848,640,000.00 2,480,640,000.00 81,600,000.00
- Army costs’ (Reichsmarks) ........... 1,048,100,000.00 756,187,051.50 1,804,287 051.50 - 50,600,000.00
" Total (Relchsmarks) ...................... 2,680,100,000.00 1,604,827,051.50 - 4,284,927,051.50 132,200,000.00
U.S.doltar bquivalent?............. ceessesnanen $1,059,107,665.84 $646,667,062.08 $1,705,774,727.92 +$31,539,595.84
Agreement of Feb. 27, 1953, mixed claims
(U.S. dollars)..... Naeeeeesenecrecssantertnacsn 97,500,000.00 ...ccciciarniannnionnnn 97,500,000.00 73,500,000.00
Cumulative p”ﬁ:?g{ Total outstanding Unmatured principal Pdm'p" u‘l?d‘munwd
Mmment as of June 23, 1930, and May 26,
mxoddﬂms (Reichsmarks)............. 5,610,000.00  2,393,430,000.00 367,200,000.00 2,026,230,000.00
Army costs (Reichsmarks).................. 856,406.25 1,752,830,645.25 ....ccecenenniinnennnnes 1,752,830,645.25
Yotai (Reichmarks) .......... ceenenee vere 6,466,406.25 4,146,260,645.25 367,200,000.00 3 3,779,060,645.25
u.s. doltar equivalent3.............. vetenenaane £$2,048,213.85 $1.672, 186,918.23 $148,091,760.00 $1,524,095,158.23
Agreement of Feb. 27, 1953, mixed claims
. (u.s. dollars). veetresenssrenes eteseesisecesnitennnsnnsecnaraneaestoran 24,000,000.00 24,000,000.00 .............. ceceenenan

1 Azaeemem of Feb. 27, 1953, provided for cancellation of 24 bonds total-
Reichsmarks and issuance of 26 dollar bonds totaling
bands mature serially over 25 years beginning

19563, All unmatured bonds are of %4. ,000 denomination.

D ntludes 4,027,611.95 Reichsmarks (1,529,049.45 on moratorium a
reny costt) and 98, 562 50 interest on funded agreement) de-
Government in the Konversionskasse fur Deufsche
ulden and not paid to the United States in dollars as required by

oy

ree-

3 The unpaid portion of this indebtednessis converted at 40.33 cents to the
Reischsmarks, which was the exchance rate at the time of default. The 1930
agreemen! ed for a conversion formuta for payments relating to the
time rgf paymsnt. These fngures are estimates made soiely for this statistical
re

‘pgayments converted to U.S. dolfars at rate applicable at the time of
payment;:i.e., 40.33 or 23.82 cents to the Reichsmark.
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TABLE C-1.—Foreign loans and other credits of U.S. Government agencies, as of June 30, 1972 summary by program

[in dotlars or dollar equivalents]
Principal outstanding
’ ¢ Long-term Short-term Accounts
Cradit program Total credits credits receivable
Total, Worldwide........ooievericraenciinnriienecnneanns SRS 30,580,537,269 30,126,766,087 81,651,369 372,119,813
Under foreign assistance and relatedacts. .......coooiiiiiieiiniienees 13,026,528,794 12,735,831,589 14,914,544 275,782,661
COURLIY I0BMS. . .. eennriniriinenrrnenanerasncsotancasnsesnnsrennes 11,420,500,965 11,420,500,965
Soctal progresstrustfund...............cociiiiiiiiiiiiiiies 506,614,304 506,6 .
|\Deficiency and basic material development .. 7,821,985
> ?inancing of militarysales. .......ccooeveecnneninnanne. .. 868,565,001
| | OPIC—Investment SUPPOrt. . ...c.vcereeroceniinernearrarareneancnns 7,641,777
LOGISHCBE SUPPOML. ... ....eeeconveineuinsnsessesseseasennsnees 206,980,012 ...... e e eeer————— 206,980,012
assistance advisory groups. ceen 2,795,814 ....oeiiiiiiiiiiiiiiieiinea e 2,795,414
Housing guarantee receivables........ veee V4 72 5 & - 2SR 712,718
. AID refund claims—Grant ASSISLANCE ... .0 omoeeereenenerenrannncens 4,896,618 ....cvevneiinniiiiaiiionnaans e 4,896,618
Under Mutual Edueaﬁon and Cultural Exchange Act.........cc.o..coe 794,294 798,294 . ....noiiiieaaiisctateriairannes .
Acncultutal Trade Development and Assistance Act............ 6,561,744,394 6,560,122,321 .......cccc.aneenen 1,622,073
Currency loans to foreigngovernments. .........ccccoviiiiiiannen 3,700,593,012 3,700,593,012 ......envrniiicieiiiicicinseaneanean
Curremy loans to private enterprises. ..........c.ooooiiiniieinnns 162,511,173 162,51 )18 2 S P
Long-termdollarsales..........coceeiiiiaiiieiiiiiiiiiiiiiiainne 2,697,018,135 2,697, 018 L P
AID refund claims—Grant assistance.............c.cceeeeiernennnes 1,622,073 ...oiiiiiiiiiiie e venen 1,622,073

4
-
*
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t
| i\
ity Credit Corporatzon Charter Act.. .... 581,868,634 516,854,241 65,014,393 .. .ciciieniincnens
‘Under commpdapomm Bank ACt. .. cccvvereormiocnceannesrcnnensaonens 5 913,815 686 5,895,970,211 ...cuvvreunnn.nnn 17,845,475
Postal debt setﬂements ............................................... 30,731,519 . 1,672,372 ' 288,522 28,770,625
Administrative area devetopment ...................................... 9,363,494 9,363,494 .....ccciiiiiiiiiiierinnantcnnacons
Surplus property Sales. ........ccoeiriiuiieiiiiiiiiitiniiiiiiineee 315,172,474 311,388,945 724,054 - 3,059,475
Sales of OVerseas SUrplusesS.......cvveeveeaiccsccniireaitiscnrenens 312,009,960 311,285,906 724,054 ............i...es
Sales of domestic SUrpluses.......oiveaciicrniiiiriiiiiinnaiaes 103,039 103,039
"~ .Sales of foreign service PrOPertY. ..couerereieerannncsaaccissnnanes 3,059,475
BEHISHIOAM . c. oo eevnennemeracroarrseesssnnsnsensssoscessesasesasansans 2,834,730,083
LoanstoUnited Nations. ........eceeiuiiiiieiiimeenaecciciaceiennns 70,899,043
War account settlements and fendiease............cocivieniiiiianens 1, 151 614,831
Under AtomiCEN@rgy ACt.;......c.ooiiiiriiiieiiiiainncniiciiriioianes 19, 43
Under F.mtom Coopefation ACL....cceeeersrenesrsocncenascoccssssnsnss 51,160.320

ment. :
Panama Canal Company.l......ccoeevieecncirarieienianiinneaniiieeass

Federal Aviation Adminisﬁ&'abon ........................................ 266,417 .

United S‘htes Coast Guard...... PO P TSRLACIITITEIY 149,147

Tennessee Valley Authority.......cceoeveenanaa . 3,259,823 .iiuiiiiniianaetiscnnietianannaanes 3,259,

tmmigration al ndy turalization Service.. .. 267,569 .coooivirnnnnninniiannieatisoinanees 267:2%9

National Bureau of Standarde. iiiiirenniiennees 420931 L eaee 42,931

National Oceanic and Atmospheric Adm.nistratmn . 37,459 ..iieiinriecrennccctnniatieienaness 37,459

Depanmontof the lnterior .................................... (=7 PPN 647

AGJUSKITONLS. ...eoueneii i rnraaeeeastie i iretas et s b enaaes ~288,400 —345,928 .....ceeiiieannnnn 57,528
Indonesian debt rescheduling of Mar. 16, 1971.................... —345,928 —345,928 ....ccerreeecnccaccosrncsasancanscss
Overpayments other than AID refund claims.............ccoeeeeen 57,528 .ccvunuirierienracneens teeevecenanne 57,528

i

i
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TABLE C-1

.—Foreign loans and other credits of U.S. Government agencies, as of June 30, 1972,
summary by program—Continued

o dellass or doliar squivelents)

 Principel and interest due and unpeid 90 days or more

Long-term S rt-term

e




Indonesian debt rescheduling
Overpayments other than AID




a

TABLE C-2.—Foreign loans and other credits of United States Government jes, as of June 30, 1972; summary

by area and country
{in dollass or doliar equivalents]
Principal outstanding Principsl and interest due and unpaid 90 days or more
Area/country Total credits credits receivable Total credits * credits receivable
Total, alicountries
interna-
tional organiza-
tions...ccoeeeen.. 30,580,537,269 30,126,766,088 81,651,368 372,119,813 678,039,280 375,857,627 5,926,504 296,255,149
(excluding
Greece and
Turkey).......... 6,306,598,207 6.221,816,412 20,427,655 64,354,140 24,516,779 549 3,864,417 20,651,813
Austria. . ............ 47,051,325 46,729,916 85,037 236,372 7861 ............... 1,668 6,193
Belgium............. 56,736,268 55,631,956 858,392 245,920 23005 ............... 9,516 13,489
Denmark............ 21,533,950 737,093 1,063,463 68,031 ............... 4,852 63,179
Finland.............. 53,106,949 52,030863 .............. 1,076,086 L . 55
France.........c..... 311,119,947 306,937,747 130,997 4,051,203 169364 ............... 16,707 152,657
Germany, Federal
Republicof........ 40,541,599 29,659,497 6,025,871 4,856,231 172960 ..... . .iiaannaan 172,960
feeland.............. 24,741,586 24,741,186 . ............. 400 400 ... ...eeeiicccacnnacane- 400
frefand.............. 31(8;525.322 104,852,063 3,332,796 340,463 j 5 < < IR 1,333

- . - 2
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Netherlands......... 28,578,925 26,060,458 91,786 2,426,681 k7 4 Wy o= 7 S 371,797
Norway. ............. & 1 - 1,094,111 253,163 .....cceennncnn 71,687 181,476
Portugal.............. 80,600,213 80,474,678 ............-. ' 24,573 148 ... ......... 24,425
Spain....ccoceennen.. 542,034,153 27916 15,671,893 401 26,085 5,009,913
Sweden.............. 11,421,805 8,796,493 1,281,493 1,343819 = 12867 ......aiiacmiiiiaaiiinen.
.......... . S 10,591 Y 2 < B 37,683
United Kingdom..... 3,962,806,695 3,955,493,270 92,809 7,220,616 19,684 ............... 3,668 16,016
Vatican City. ........ - X 13 RN 9,051 ... o iiiiiecceeiccecacsececcccsssscssssmnesmenssacaanee
Yugosiavia........... 568,407,236 568,354,275 44,752 8,209 35899 ..ccciicennnens 29,711 6,188
Energy < " !
........ 59,783,235 55,161,566 .............. #,621,669 3,259 .iiiiiieeecaceccceasaeanen 3,259
European Coal and
Steel . 41,300,000 41,300,000 . ......cceieeeaiiaaaaanneeececcaacaseasesaraateaaaaaanesotascsatasetrantasanannnsanes
Ngrrthm
ization....... 1,980,242 69,122 1,882,489 28631 1,348961 ............... 1,348,278 683
Western Europe— :
........... 47,942,554 B7.982,554 .o e eaeeeeeacasmssessecesesecssesseasessecssesessoacsasenststancnssonanan
Eastern Europe.... 285,141,476 284,194,926 619,664 326,886 100,703,311 100,507,897 ............. 195,414
Bulgaria............. < L1 1 7 N B002 .o iieieenenaca-eececsesscesssveseseasescessans
...... 4869868 ... _..._...... 75692 6212295 6212295 ........ceiiiiiiiiainianee
Germany, Soviet
Zone......cce.c.... 52594 ......eeceeeccceacecscsescasanas B2594 ... eenecreeccacsamccccccccrrrsssenasnccacsesasesene
Hungary............. 1,380,690 13800690 .. .....iicecaccoaanes 1,104,552 1,104,552 .......ccciieencenenacaces
Poland............... 89,620,844 85,u1,180 GI9,664 ... . ....ooeeeeeianaaaccncccccssnesesssciaasanaansesssstssensrnennenann
Rumania............ 42,353,440 82,353,880 ..o eeneeesesemnmceseszesescsessssseszsesiiiesseesessscesesessssstseanas
USSR......ccoeeen 146,785,346 146,589,748 .............. 195,598 93,386464 93,191,050 ............. 195,414
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TABLE C-2.—Foreign loans and other ¢redits of United States Govemment agencies, as of June 30, 1972; summary
try—Continued

by area and coun
[in doliars or doliar equivalents]
Due on Due on Due on

Areafcountry Total credits credits receivable Total credits?® credits veceivable

Near East (includ-
T and o
S 14,023,356,464 3,901,727,376 3,720,105 117,908,983 180,144,044 70.227.674 170,019 109,746,351
Cyprus............... 3,875,663 3875658 .............. 5 201,812 201,807 ............. S
Arab Repub-

[+~ S, 541,391,785 541,339,391 .............. 52,394 31,629,862 31,599,090 .............
Greece............... 208,416,760 186,925,650 39,892 21,451,218 18,400,031 180 ............. 18,399,851
Iran.....ccceeaee..... 768,751,386 767,018,994 426499 1,305,893 36,807,419 35,623,767 509683 1,132,669
| [ T, 13,677,043 13677043 .........cocciiciimiancaannan 14 b L
Israel ... .......... 1,065,958,745 1,060,033,845 909,686 5,015,214 1,026,458 44,996 72,760 908,702
Jordan............... 34,553,091 30,667,340 2,296,180 1,589,571 1458427 ..iiiciieineneieaccccas 1,458,427
Kuwait............... 30,004,266 30000000 .....cccccaee. B266 L oooeiiiiiiteeenenacacecs e aaeenaaaes
Lebanon............. 18,524,845 18,161,205 45,868 317,772 247240 ............... 44,296 202,944
Saudi Arabla........ 66,565,068 66,556,314 .............. 8,754 2964 . .......eiiincieceenane
Syria.. .. ..ol 11,962,602 11,922,435 .............. 40,167 2,487,149 2446982 ............. 40,167
Turkey.....coceeeee.. 1,259,573,775 1,171,549,501 1,980 88,022,294 87.,782417 310,838 1980 87.469,599
United Arab

........... 12 O FO00 .. eeeccencccsaserevesocascaasseresenscscsssassenene
Yemen............... ¥ v - SR BTG oo eeoeeeeeeeeccscomcscssmasasnaaccacssnsnaannanmassnss
Central Treaty

....... 100,251 ........ciieiiieniiaieanaanaae 100.251 100,251 ....cccciiiciaennnanncaannas 100,251
South Asia......... 7.985,914,896 7,979,409,268 719328 5,786,300 39,312,504 33,586,041 167,202 5,559,261

001



426 109 ............. 317

= a3
21,011,771 16,141,631 118 4,870.022
179,026 ..........eeiiieneneinaanns 179,026

16995480 16,321,281 167,084 507.115
1,125,768 1,123,020 ............. 2,748

......................................................................................

.........................................................

......................................................................................

"""""""""""""""" 14,755,996 '430,008...1111111177 14,325,988
Ghana 512,080 86615 51276 374,149
Guinea. .. . 11111l 41516624 40961443 ... ... 555,181 968,709 416453 .......0. ...

82,866,454
Rhodesia............ 43579 ... ..eiieccceeeanae 43,579 1008451 3964872 ............. 43,579
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TABLEC—Z.—Fore:gn loansandothercted:tsofUmtedStatsGovetmmtagmcm as of June 30, 1972; summary
. by area and country—Continued

- [in doliars or doliar equivalents]

i}
1 ]



Brunel........c.co... 13,929,900 23,920,900 ... ouooueenneannaneacozoiaseseseanemezscsesesessssmesessessesseasossnisesessnatezocs
BUrma........ccceuee 48,627,262 48,586,218 7,068 33,976 b &3 N 121
Republicof........ 175,295 . ...ceveencncncncacanaaanaancanas 175,295 121,563 .cceenenacacceccnncnannnanan 121,563

Japan................ 853,692,758 847,206,892 2,648,756 -t
Khrier Republic..... 4,166,139 2,050,341 .............. 2115798 2,114,318 _._........ciiceinanaas 2,114,318
Korea, Republic of.. 787,930,858 761,509,204 24,176,741 2,244,823 1,721,688 244013 ............. 675
................. FUX. - < s 42,283 17 ooeeeceeeeaaaenenaeeeae 33,517
MaCa0.....cocceeeeee 5990 . .oeiiitiiiieiiieaaees X T USRS PP S LS
Malaysia............. 41,762,843 41,731,539 ...ccan.e..... 31,304 108L ..oeeeiiiencecseccsanann 1,041
New Caledonia....... a5 ......... e eeemeeanaa—na- BA5 e eeeeeanaesanannanamsescesnsanen
Neu&m)ea . 25451
u«n Vebrides. ... “78 --.--...-.....'.-..-IIZZZIZIZZZIIZ""""""7'6'IliIZIZIIZZIIZIZZIZZIZIZZIZZZZZZIZIZIIIIZIZZZIZIZIIZZIIII
Zealand. . ...... 45,848,919 45,719,705 _............. 129,214 29453 .....cccnriieececncncacnnann 29,453
Philippines.......... 316,965,840 268,577,709 51,075 48,337,056 50,094,734 2,020,511 51,075 48,023,148
Pitcairn island. ..... . b 1+ 7 S SR BOB oneiieaeaecanccescsesesseccsascssemsssavannasnersentos
........... 210414 74,562 7.080 128,772 22872 .eaeeeennnnans 174 22,298
Thalland............. 111,926,697 82,986,127 9,745,468 19,195,102 19,053,596 _.............. 3997 19,049,599
[ . 31,466,103 30,203,707 ....cccceui... 1,262,396 857860 .....cooennnaacnacccncnnannsn 857,860
Western Samaa...... . A 4 T SRRSO 2% 5 U TR S S S ST
Western Hemi-
sphere........... 6,004,286,872 5941002431 7,077,430 56,207,011 134,019,635 92,236,448 1020461 40,762,726
Antigua.............. 2,599,715 843,750 ..ceneacnennan 1755965 1755965 .........ccocaccceccccsacene 1,755,965
Argentina............ 354,415,247 350,101,239 863 4313545 3488274 1,606941 ............. 1,881,333
" Seufootusis ot end of Sahie, ’
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TABLE C-2.—Foreign loans and other credits of United States Government agencies, as of June 30, 1972; summary
try—Continued

by area and coun
Ba dollars or dolisr equivalents]
Principal and interest due and unpeid S0 days or more
Due on Oue on Due on
short-term accounts
Area/country ' Total Total credits credits receivable
Bahamas............ 13,481,382 1330673 ..o eiiaicnenanns 1,331,673
Bermuda............ 2956532 9 2885183 ... ......... 71349 Liiiiiiiieeenetieenienccccacaeene
Bolivia............... 207,713,015 2,163,038 1,322,116 522,400
Brazil................ of 371,564 330,119 1,018 40,427
British ae- 39345 90 16712 .............. @ 22633 ....c.iiiiiiiceiiieatenecenaatcasiticcestttateeccane
British Virgin

............ 1,878 ) . | U 120
.............. 71,580,514 2313379 .....cccueennnn. 1,647 2311732
islands..... 39,891 ..oiiiiiiiicneaccnneanneeneeas BB it iiacenoa oo aaas
................ 927,412,320 38,727,353 34,582,679 1,858 4,142,816
Colombia............ 766,085,827 720,420 54987 1 1
CostaRica........... 73,678,342 17,167 ............. 702
Cuba.....cccoeeannee 39,224,590 52,535,100 49645348 ............. 2,889,752
Republic........... 727,695 1,292,477 50,013 939,184

............. 117,392,553 3,083,494 1,087,183 323,248
El Salvador........... 57,313,268 227,593 146 ............. 227.447
French Gujana....... =3 v 2RSSR - 3 ¥ AN PRPPRS PSP PP
Grenada.....cceeeeee 2T9B ceeeiiiviecncncccacccananscaseas  ZoFIB aeeiiictieniettiatttateeactaeacaaicctesteteseeees
Guadeloupe. . ....... BA3S . .oeneeeeieeceriennnnennnnnees GBS ittt tetsase et acanaainee
Guatemala........... $2,969,303 63,568 ....ccociiiciiicicicicinnnae 53,568
............. 29,932,770 fecececsscoecesssssanceasessasesssanssssesersanassasssnos
Halti................. 33,846,393 391,404 389,893 ............. 1,511

............ 43,501,330 ecetees o asessssscaceessene

“ -

o1



§——-8L—F1.L-8%

- L d - -
147,846 3 31
B,179 .ouunneennaacoceooaceszassscannsacsanesesaezanostasens
2.178.;22 1,230,922 667,796 17 563,109
BA,865 .....ceneeeeccnceccnncsrsesscasansesssseanaansscstsess
235,184 250,020 ............... 20,767

8,283,931 5503456 ............... 24986 5478470

76093 1,552,603 1482371 .............
1,508,994 1,519,285 203,509 ........c...n 1315776
278 nieieeencaecccccsceassesessnsncosssssencasaasaasens
30,891 ...ccceeeeecccccocccecserasnranscseccennsnasanasceccssane
34,227 AR 7
B 240 ........eeaccccacccccasacresensssacsesennnneazensscasans
1,567,897 1,508,415 4,247 ............. 1,504,168
1,231,796 1,239,157 126,500 131 1,112,526
- L s
494,399 894,399 ....ccienaiamiiccnaennnanan 494,399
10,780,178 10,760,408 .......c.coiermnmnnnanncoces 10,760,408
7,347,116 7,347,116 .....ccoiiiininnnenaten 7,347,116
3,433,062 3,413,292 ... ..cciiiinniniiineiiienns 3,413,292
-mymga-ugmm ¥ and interest Due 'wﬁqwmmwwmaﬂmm
and wwdog:or%ﬁ Iﬁ:m‘m;ﬁlwfm Mpﬂnﬁpﬂ balance on the loan is included in the total shown for

g0t
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TABLE C-3.—Foreign loans and other credlts of U.S. Government
agencies, as of Dec. 31, 1972, summary by area and country

[in dollars or doliar equivalents)

Prﬁlolpll and Interest due and unpuld 90 dayo or more

fon lhont .e°“8 i
Area/country Total - orgom "‘ cmflu ressivanls

Total, all countries

and international
organizations....... 639,119,917 334,164,629 9,954,136 298,001,182

Western Europe (ex-
¢luding Gresce and
TUrkeY). v vveerinenss 19,381,217 148 1,901,127 17,429,942

AUBtIIa. . iiiiininiiene 6,388 ......oi0000ieis 6.160 208
a.lolumt'.'l IENNERENNNNENY] 33 IR NN R NN NN NN N] 48' 7 47.851
D.nm‘rknulittllnrovl 466‘490 [ EE RN NN NN RN 358'840 107.650

F'nl.ndnouout¢lulctttoolltln--alct| RN N N N N NN RN NN

F"nc’-ua-nuuuunn 441 141 AR N NN AN NN NN NN ) 441 141

Qermany, Federal Re.
publicof.....cooiveers 190,852 ..ovviiiiiiniiieiininnnnnnnes 190,662
|°.'an R NN RN N N N N N N N N N A RN NN RN RN NN
880

'r.l.ndunrnuoau-callclob 3'30 RN NN N RN '48

171 2P 16.245.484................ 568,777 18,679,707
Luxombourg............ 0.... 9890 soiiiiiiviiins

.‘t.lhlllit (RN N NN NN 7 I NN NN NN NN NN NN}
Netherlands............. 332,711 Liiiiiiiiiiiciiiiii e 332,711
N\rw‘ytlliltl!ll.ilttlio 19‘ "a l'ttllllllti-tot 107'367 6666

Portu ‘.‘.l.lll"‘ IR R NN 3\,.'7 “'III...I.II‘. 3189
’ ’ 44,84 343,806

8pa|nc‘l.'ll"l0' (AN ENEN] 388'\"L7 [ E N RN NN NN NN
Sweden.......oviiiiinis 3,437 i 38,067 1,370

Switzerland............. 13,681 .0vviirnennenr. 10,682 3,029
Un“ed K"\ﬂ °m|nunlcu| 224'733 XN AR RN NN Y] 200'458 24.278
v"lcan 'tylllOlltllltlbllllllll I EEEE R R E NN NN RN NN N ] llltll'll e LK) lll‘lllld“l' LX)
YUQOSIavia. . .vvverseens 43,201 10000t iiieiiens ? 6,423

European Atomic En.

orgy Community...... 28,838 11uvriinrrirenerieenriininnns 25,838

European Coal and

Ng::,:‘g?lmr?'%nl llbllll‘l'lllQQIIICl'l!.lllllll!lltllllllllldllll'lll'llll‘olcllll
an rea

Or, anluton........?. 809,779 siiviiiiiinn, 478,174 134,608

Western Europe--Re: ‘ '

U|Oﬂl oolnotloltlllc!lolnllcuttcAoooltoll-no.--o-lcltocnlt.n'nntlouaulncllluvuanll

‘E‘.ht.rnsurop.uatn- 7|627.8°1 7.6270801 '|u-ut,uu’nou.‘uu-nu’nv

eul .'l.ll R I R R N RN RN NN AN RN NN R ] DO R N RN RN NN NN NN
czechoslovam......... 6,822,749 6.522.749 TR I TP PP TPTeY ST
@erman SovletZons...............
Hung. X NN R R NN N NN 1.104.552 1104'552 E RN R N NN NN RN RN R RN NN NE N

' POIQnd ‘|lli|.bll'llll|l|l!lll.'tIlillbl!IIQ‘QOliotallitliltlQla|0|0llilt EEXNENRN )

50 .n'ar AR AN R T RN Y AN RN N NN l‘ll!tl'1.'0050!'!0!!0‘!41"'0!.n illbll.'ltlb
nion of SWIet Soclal-
'stRopub"c..'.llllll(‘ [EE R N Y N N N N N NN RN N N] lllll'l..l'.l.l.l'lll'

Ses footnote ot and of table,

I
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TABLE C-3.—Foreign loans and other credits of U.S. Government
agencles, as of Dec. 31, 1972, summary by area and country—Con,

{in dollars or doliar equivalents])

Principal and lnumt due and unpald 90 dayu or more
longerm  shortte acooants
Area/country Total mﬁt‘"‘ arorfm rtcolvam.

Near East (includin
Gmco, Turkey. an
Egypt)..oioeieiann,, 189,174,080 77,616,738 2,822,133 108,836,209

--------------- seersr ettt e bnae

Cy .

Eg;pt, Arab Ropublle of. 38,920,397 38, 919 488 ..iiiiiiiss 209
Greece.................. 18,258,800 , 39,880 18,218,920
I8N vvervvnsnerrrnneeens 37,087,763 36,813,711 1,126,070 418,982

7.7 P ITNIN 4 14 .0iiiiiiiiiiiiiiiins
Ilrgol. civinneenees 1,240,378 69,126 ' '198,749 972,498
Jordan..........oooneenn 2,860,076 ...iiiiivuvl.e.. 1,481,469 .408.607

KUW.".........:..a.............-.......u-.u.-.....u.u......... (R RN RN RN RNEN N}

b 220,896 ........0000000s 7 18,769
L:t:rnn?f‘-n«uunn e errtereses --os’nl-oltuunuluﬁnunounubl:lsuzuoulrolunnzncs-.uc'K
audl Arabla,............ 1.848
SOULNOIN YOMBN . . o uuuvunieirnntcinvirisiiarsisnarnsstansiorscrssesnstsnnsersesnnss

8yrian Arab Republic. .. z.no 824 2,670,688 ......... 166
TUPKOY . 1vroieecersines 87,903,384 343,741 8,i38" 87 554.806
Unlt'dArabEm‘rate"CIOIIIGlll!lltllll!lllil'!'ldllllllll!clll"lb IEE RN NN NN NN ]
Yem.nArabR.publ'ollllll R R N N R I I NI I NI U O O O O O O I A B O I N N A S R I A S I B SR O LN '}

South Asia............ 18,763,439 13,073,142 30 6,690,267

Afghanistan............. 426 109 oviinvieinns 317
Bangladesh..........oo0v0vus T I T I I Y

INAIB, ovverneensrnonsonns 16,360503 11,360,882 .00 4L e g ,621
NOPQ IR R RN NN NN NN 17 0 [ F RN RN NN RN RN NN 3 19.02‘

Pakletan................ 737 142 219,887 ..iiiviininis 817.553
sr’La alllll XN RN 1486'312 1.483'664 (AN AN RN NN NN
southAﬂa—R!ﬂ‘on!' nnonnhnuuuuuoudauuunnuunnu.uul--nunoo

Afrlca(excludtng
EQYPt).cveviaiiinen.. - 22,961, 595 6,991,168 378,828 15.591 602

A'ﬂﬂfiﬁ RN NN NN EN RN 1670 R N N R RN NN NN RN 570
Al‘l Oa.‘.....u- XN RN RN 3' 1tloololctut“tll!nltlllucloq o 631
BO.WGI’I! IR N RN N NN AN bllilll'..ll."lll.'l'II‘I‘OA“I.QQDOﬂIQIUil

c‘m‘foon..................un.u.........--uu-nnuuuuuu-uu-...-nnnn

00|ntra| African Repub-.

G s avviarrrastaniaiartiteiiitieas tunht-uonlvolilllllnnco-liciboatlllvl‘!lllltnll

ch. R R R N N RN NN NN NN N] Illllll(l.lllll""l'lll.l!lllIl‘ll‘lll.l.llll‘
D.hom‘ R EEEEEE R NN NY 9 XA AN R XU Y)
Ethlopla. ... L 14.325.741................ 487 14,325234

Gk%b O F R N R T unnc-uncnnnlnuunulonnnu-o;oal
Ga 1 N P TP TN peesaeeat ettt e s e
Ghana....coivinveiiinnn, 776,088 "' 203,048 51.275 _ 522.663
GU"\QQ..nuu..u.“‘... 1138'591 632'648 teresieenans 605'94

|VOWCOBSt....-.-.-...............................................................u

enyaulalcrbtlill!l'uc'tlla0.;l‘unllcul.cullnlc'Ollln.-ntllvtltl'tllltlnnIct'll't'ol

Soe footnote at end of table,
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TABLE C-3.—Foreign loans and other credits of U.S. Government
agencles, as of Dec, 31, 1972, summary by area and country—Con,

{in dollars or dollar equivalents)

Principal and interest due and unpnld 90 days or more

Ionm-‘. m lhon t nc%g. 02
Area/country Total on’o&’{m . me ucolv“mo

leorla.................. 682,888 251,954 314.232 16,672
16,720 .ioovvvivviiinnn 4,386 12,334

Maln asy Republlc.....coovvivinnsninns T ,
e op 1,287

alawl.....ooininn ererereseia i Ceerevarranes
Mall Ciavrrssesiiesenn 26133 26,133 iiviiiiiiiiiiie e

M’urlt'u‘lilll'lll.'o'llllllllllill.icbl"l.'l.i&QillllIIIIO"TNUOGlltllllllllllll.l

MOrOgEO, ivevusrvitiinins 10,249 ....ooiviviini 8,474 1,778

Niger.... ,
NI“"'.Q!.Jllt'vt"'.l‘l' 51'474 226'522 I NN RN NN NN ‘952
Rhodesia.........oovvvs 1,241,086 1,197,807 ..voovviivin 43,879

8t Helona...ooovoiiiiiiiiiiiiiiiiii e T
Senegal.......cooiiiiiis 83,722 83,722

BOyoholle8. . o\ vivviiiiiiiiiiiiriiii i e e

Slerraleone.......c.r., 1,987,829 1985,744 rerrereennes 1.7gg

Somall Repubie.||\[1| 1606688 1606665 |III11111!
South AfrIoR. e eiil 267 26,768

Udaﬂ............u.....n.... R N NN RN NN N NN

swazl|‘ndlil‘tllllt.tl'lct..llllc A N N N NN NN NN NN NN NE NN
Tanzanla.. Cerrrerrrene 18,927 ..o . 18927

R RN NN NN N TN XEEXR] IO RN YN RN Y YN ENY)

T 1' .
Tunloll............. 438,234’ 434.616............. 618
Uq‘nd.l.ll‘il"l’l'll‘l 9 9 I NN NN RN NN RN )

ZAIP. . ovvviiiiiii e iiienens e i
Zambla......coiiiiiiins . 828,332 826,332 ... e
Ent African’ ‘Gommon

Sorvices Organkzation.....ovvuriiiiiriiririiiierrisiiiiirieriiiiniisrisarsiitriaes

——

U"'v’r"?o'E'.tA'r'caltlI'll!l!llt!'!lt.!l'Ql.ll.lllbllllll‘l!ill.O.t‘lil.lil‘ltlt
West Africa Develop.
m‘nt ankCOllllli R R R R R RN N N N NN NN N N RN NN NN ]

Afl’mR.ﬂlﬂﬁl'.u..n..-...u.“......... N N N R NN N RN ]

~ Eastern Asla and Pa-
018, ceerrernnrnines, 174,152,831 78,999,132 918,534 04,237,868

VAu'tr"'.lll"ll"‘..l(ll 374’092 tsssr b bsrr b 12’8“ 361248

'un‘ R R N N S N N NN R Y NN R XX
ia2

Illlllllhll.llll'l [EEE RN SNRNTY)

chlna. Peoples Repub-
cof ‘;";'pillllllﬂplll e 129.426 l.i."'.'.‘lll.l“'lllll...‘l' 129"26

%hlna Republicof...... 93,950,604 73,372,850 344,308 20,233,449

'.nd'll lllll lhllitillll!‘!l'!l"llll.'l‘iill"illl'l.ll'll“‘ll [EEFEEEEENENENE]
F"nchpoly".".l l R R R N I R RN NN NN NN NN NN NN
Glibe and  Ellice

|l"ﬂdl.n.n R R N N N NNl L N N AR R NN

HonuKOHGH- IR AR NN RN RN NN N X R RN N NN N R NN
(ndonesia............... 101.981 20,156 ........0000. 72,828

Soe footnote at m of ublo.
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TABLE C-3.—Foreign loans and other credits of U.S. Government
agencies, as of Dec. 31, 1972, summary by area and country-—Con,

{in dollars or doliar equivalents)

Principsl and interest due and unpaid 90 days or more
longoaim  shorcierm sceounts
Area/country Total efood’tm credits rocclvugto

JAPAN. .vverriiennsine 752,821 1iiviiiiireaii.. 477,770 274,681
KhmeF Repubile. 101 2,114,318 ... LT 91141318

Kores, Republicof...... 5376460 3,630,664 33,762 1,812,134
. - —h’“op 8,856 ' X "'8,662
Ll L I T T L I N T RN TRy an)

\\:llwtla................ 829,700 ... 0 e2e,790

N N N NN RN RN

wc".uonl.llvllll'.“lo‘lllll'll‘lllc.ol.lll'lll'llOllD'.llltllll'.lll'l!ollcll.
N.weu.n.‘(Papu.>l|at'|llllnlllllll.l.‘lllllQ'll.llllCll.lll.lll.lll'l."'tl"‘!.
New Hebrides .......oooovivrniaisiiss

O R N N N NN NN NN XA E NN N

N.“lz.ﬂllﬂd.-.u...-.u 6i'974 QNI RININN IO OINREIIINODNTE Bi;éy

Phillppines.............. 80,329,449 2,066,686 36,800 48,227,003
Pltc."n "l.ndll'l'l'illlll‘ll'!l‘l"lll.llllllllt""'!.l‘ll’.ill'll.lllll'!ll-ll‘l
quupore............... 19,841 ..vvvivvnininns 6,339 13,502
Thalland..........oo00ee 19,057,473 .viniiiiiinns 4,624 19,052,849

----- YR N R N R R N N N N N NN RN R N LR,
veae

Tonge......
Vlotgam. Republioc of 1,048,992 ..i.iiiviiiiiiininniiiiiiens 1,048,992
Western 8amoa,.........oov0i0iiis

Western Hemisphere. 197,622,791 149,957,002 3,936,487 43,629,302

Antigua................. 1,831,689 132,100 ...0000vvuees 1,694,489
Argentina..........,.... 4,306,803 1,618,141 87,822 2,633,840
ahamas,.......ooveenss 1,338, i ereeta e rerenes 1,338,

Bermuda........oovveees L

Bolivia.......oonnieeeees 1,916,918 1,337,782 0vnniiiinn 879,16
Brazll............o000000 3,878,819 378,818 3,154,793 41,91
Brlt'.hHondur"lthollll!hi'holllllhlltllOl.lllll"lll.ll.llll!'l!ll!l’lll!'llllolln
British Virgln 181aNAS. . ..vviveieiiiiiiiiiiieiieericriiiiiiiiisiiiriiiisassssinneise

’ Cgﬂadoo-.-..........-u. 2]126'970 Freserintsnreene 4'319 211210651
c.{man |.|.nd'l'lllllll"!ll"lb'lI"lli.lbl DR R NN S R EE N NN N RN ]
Chlle..........coovuuvens 92.717.025 86,163,837 3,181 - 6,880,20
Colombia................ 11,806,37 188,384 37,68 11,610,308

“, , co.‘.RIc.cﬁuuuuuu 743,322 19.358 XXX EENXET NN 723.9“
i : Cubﬂ ..... RN XEEX] 66‘919.950 54,0IC|348 SEN OISRV IR L 2.909.602
Dominican Republic.... 3,301,483 2,032,185 303,280 966,01
EBOUAdOr.,vuyicieiieneses 2,008,181 884,447 328,792 1,097,94

E'sl'v&dor.u.o....n.... 243.217 N NN RN RN N NN KN 243.217
Ff.ﬂch Qu'.n..nat-|o.u|lnhlulntlnl-nooboio-'n-ntn-oqnnuaoc--ocnto(tlonlo-uotnn.utn

f.n& .ooloc-conutlolnalttullltlculttln.-lotlntloovllllltoiollciovtliolvlcninoutotu
Gu.d.loup.tcutonoooilala'ua000.100;101.0010!:00utal.lnbotoc-'dol-tuouulnnl-ooonu'u

Gua(.ﬂnl"..........‘... 314“343 261.162 CsdsabBisbane §3.681
UYBNA. . cievvirinaanasenssnansans O N R N N TN RN Y

Haltl, .. oeoerinrreniennes 284,388 " 283,010 ... . 0 ieis 1,348
Hondura'l'lllicltll'lli 86.853ll..itl'l.l'.‘ldl'l!l.o.'lll‘ 86'858

Ja’ﬂllca-.n-aoc.-........ 6]5(’1 R N R N RN N N N E NN NN RN R R P 6'501

“ﬂ‘rﬁn'qu.-aoill!l'!.b’lllll.llltillli.ll‘lll'btviI"ltllldOOIIUQOOOIQUIQOOUUDlJIIN

800 footnote at end of tabley
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TABLE C-3.~Foreign loans and other credits of U.S. Government

agencies, as of Dec. 31, 1972, summary by area and country—Con. -

fin dollars or dollar equivalents]

Principal and Interest due and unpaid 90 days or more

IonDueeftg ho?tute »9 4 c%ugnotn
Area/country Total crg its ¢ s ore%lm reacel?/ablg
Mexlco......ccovnvvnnnns. 1,782,767 1,201,900 ....vvvivunrs 536,857
Montserrat, ......oeiviiiie i iiiiiienn,
Netherlands Antliles.... 1,000 ..iiiiiiinieinns 1,000
Nicaragua............... 254,270 1,046 14,033 239,191
Panama......... 6,499,486 ,...........,. ‘e 35,126 6,464,360
Paraguay................ 1,673,475 1,500,804 .....0000nne 72,671
POru.....cooivveninninns 1,199,442 218,031 ...ivivvinnns 981,411
8t. Christopher-Nevis-

L0 1T L] S
St.Vincent. ....vieviiiiiiiiiiiiiiiii e, T
Surlnam...oviiivieinns 12,610 ..0iviivuinnnceriorasnnnaenes 12,610
Trinidad and Tobago.... 4,000 .. iiiiiiiiiiiriiiiiriisienins 4,000
Turks and Caicos

181aNdS. . ovieivinnirorisrineincneias T I O T .
Uruguay....o.coeieinnnis 1,248,646 6,68 76 1,241,888
Venezuela,,....cvveeenss 984,781 77,200 384 907,197

Central American Bank

for Economic N

INtEGratION . . vvuvvioouiiisrirrnniiiioronnneiseercorurssestoornsseessssasonosss
Waestern Hemisphere—

1o 11 T
Waestern Hemisphere=

Unspecified........... B09,406 ......cuciiiiniiniriririvices 509,406

Worldwide.......ece.. 9,886,968 .....ooivvviiiiiiiiiiiiinin,, 9,686,965

United Nations.......... 7,347,099 ........covvvvvvvvnnininnieer 7,347,099
Worldwide=~Unspecifiead, 2,239,866 .........c00veeieeoisrniscnne 2,239,866

tinol | h d “Princi 1d 90 D
‘ rmo uqn amogma 's\aogln n tables heade ringipal and Int ranpgu:n%sd'grnfa ay1

ore,” and nternationa

ovolopmcnt.':‘ alms on Long:-Term Foreign Loans of the

4

4

T



E TABLE D.—Status of accounts under lend-lease and surplus property agreements (World War II) as of June 30, 1972

[Dollars in thousands]
-~ Credits ) ,
Collections | Status of amounts
. outstanding
Settiement Foreign '

obligation currency (in Due over a
and interest U.S. dollar Total Amounts period of years
billed (net) U.S.dollars  equivalent) Othercredits  outstanding pastdue! by agreement
Australia......ccocoeeunnne $44,061 $34,535  $8,662 BB63 .ot eaaaneaas
AUSHA. ... oeeeeannns 10,591 3,054 6,980 B56 - oo ean
Belgium...........cocnene. 116,627 41390 12,196 61,340 $1699 .. ......... $1,699
BUMMA. .. ooeunnnernannnnnn 6,708 1,005 5,560 TA2 oo
1ada. . ooeeeeennennent 388765  38BL765 ......eeeieeiemiecnacnaeaieienaenena ittt e enes
CRINA. .. c.eeceeecneennnes w2163 16062 1501 ss21{ 321 aven { 73R
Czechoslovakia. . ......... 10,836 596 1,062 1,990 7,186 6,212 973
Denmark. .o.ccoeuneeennnn- 5,240 4,266 931 A oo eaaaas
Ethiopia........c.ccoenenne 4,558 3,899 . S . - R R
Finland. .. ooneeeeeennnens 25,169 19,729 2,271 697 2470 ... 2,470

France ............ .. 1,273, 947,356 51, 51,402 223,458 ............ y

Germany, Federal Re-

publicof...........cocet 3224,418 3,855 218,755 ............ 1,808 ............ 1,808
Greece. .........ccoenenss 72203 41,703 29344 1,186 - iziho oy



TABLE D.—Sta

A

!

e

! A
fus of accounts under lend-Jease and surplus property agreements (World War If) as of June 30,

i «  1972—Continued
. [Dollars in thousands]
Credits :
Collections Status of amounts
outstanding
Settiement Foreign
obligation currency (in Due over a
and interest U.S. dollar Total Amounts period of years
billed (qet) U.S.dollars equivalent) Othercredits outstanding pastdue! by agreement
Greenland..... qeeeeeanann 8 - S g PP TP TP L L LTS
Hungary......ccoeeeeneees 23,710 ... 18,512 1,818 1,380 1,104 276
lceland......coceneninnen- 4.85 4,496 ke 17 N PP PE PP PR PR
[T5Y [ WD +198,174 184,777 6,943 287 6,165 6,165 .......i....
Indonesia...............-. 85, 44,017 3,765 904 536,395 ............ 36,395
lran......... U 46,460 3,027 7829 .....cceennt 35603 35603 ............
lraq...............: ....... 13?) g) .............................................................
Haly....oooovmniiencennnns 165,0 98,269 3,541 1,247 ............ 1,247
Japan. .. ..ocooiiiiiiiiae 13,728 .....ccnnnnne 12,971 (- AP PP O
Korea....coveaeeconnnnnnn w369 ....iiiiaaees 3,026 3,977 28906 ............ 28,906
Liberia. coueenneaneanccnnns 19,440 7. 3.1y A 16972 ...ceennnn.- 16,972
lebanon.......cecevecen-- 656 ....iiiina.n 521 1 0 7 S
Luxembourg.............. 9 8 ..............................................................
MiddleEast..............- 50,3 11,1 k2 Y. R EEOTETECEETTTTIEE
Netherlands...........-:- 176,795 103,219 45,192 28,383 ....ciiiiiiiiieaeeeaeisananenaannne
NewZealand.............. 4,935 . 2,176 2,114 644 i
NOTWAY...c.ccavmenennnanns 21,277 11,262 8,435 t 3 O
Pakistan........cccocemees X 1308 . .eoiureneneacanenaneetaaesasnase sttt e

(1]
"W



i
Philippines.......cc...... 000 ............. 2,005 2,988 | S 5
and........ccieennnnns 51,104 36,153 10,385 ............ 4565 ............ 4,565
t
Saudi Arabia..... eeeeennne 21,427 .3 . vy AU PP PP T
Southern Rhodesia....... 1,415 1,371 i 43 ............ 43
Sweden............ | N 2,115 40 1,824 BO .o eeeeeeneieierena e neanaas
Thailand.................. 7,064 2,235 4,178 (G0 SR
Turkey....coceeveneecnne. s 14,474 11,082 2,110 1,281 it
Union of South Africa..... 117,774 116,608 242 L .2 S
United Kingdom........... 1,155,592 467,620 40,792 154,635 492,543 ............ ¢ 492,543
USSR....cccoooe.. .... 351,747 205,158 ...t 146,589 93,191 53,398
Yugoslavia.......... PO 694 63 17 623 7 o 7
American Republic....... 136,685 114,365 11,921 3,154 7,244 494 76,750
American Red Cross....... - 2,023 . 1 7.2 SO
Federal agencies.......... 243,114 243,092 7223 1
Military withdrawals. ... 187 §2 186 ..uiieiiiiaaaaeeeaaaaaeee e naaas
Miscellaneous items. ... .. 1,472 1,1 b LT
United Nations Relief and
Rehabilitation Adminis-
tration.................. 7,226 A7 IR
Total.....co....... 5,491,448 3,308,012 660,025 ..334,688 1,176,697 234,384 942,314
1 Principal and interest considered past due as of June 30, 1972, ¢ Includes $84,881,702.21 principal and interest postponed pur-
and items subject to negotiation. suant to agreement.
2 Credit.. Represents amounts collected under advance payment ’Represmtsmmuntwhid:ispo@onedbyagreementpending
agreements not applied to outstanding indebtedness. settlement of certain claims.
3 Reduced due to settiement of a 3d claim. 8 Includes $297,494,921.56 due under surplus

property agree-
¢ Agreement provides for repayment of 37,099,999.99 rupees. ments, $751,057.229.05 due under lend-lease’ settiements, and
s dated Mar. 16, 1971, provides for payment of principal $128,145,049.38 due under other lend-lease agreements.
and . interest semiannually on June 11 and Dec. 11 of each year ’Lmth?nﬂ.ooo.

beginning June 11, 1971, and June 11, 1385, Note.—No settlement agreement for lend-lease has been reached
- ‘ with China, Greece, or the U.S.S.R.

1}
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TABLE E-1,—Status of dollar repayable AID and predecessor agency
loans as of June 30, 1973

{in thousands of dollars]

Country

Outstandlno
balanco

annuaz
Interes

Amount delinquent
interest  Principsi

1973 Rmopg .
prlnc?pn’

Argenting......vivieis
Bolivia,veecevriviranes
Brazil ,.....co00vuve
Chile....oovsiiinivinas
Colombia.,....oouvuens

Costa Rica...coooiiis
Dominlcan Republic. .
Ecuador.....coveernaes
€l Salvador............
Quatemala.....cooieue

Gu BNB.vsrierorrsnanes

° S 2000000000000
Honduras.....covveees
Jamalca....iviiviiiis
MexICO..ovrviaricnnass

Nicaragua......cvovees
Panama. . .coiieinnnes
Paraguay...cioorvieees
Poru...covveivoranenes
SUrin@M..ceevinnennens

Uruouay...............

Vanezuela,........euee

Latin American
Reglonal........oe0s

East Caribbean
Regional.......ce0es

central American
Regional........e000

China...ivovrvnnirnnns
Indonesia....ccevuvees
Korea.................

y‘ trcsbsensttany

Mal
Ph'"pplne'c Gasarrssnnse

'Lebanon........ ceeens

&i".{::::::::::::::

'8.,“..-...........

U'k&y...nnnn-un

Asla Reglonal.........
A‘ h n“ ntll'll'ltlt
Arab Republlc of

Coplonririis
Greeces..ivcoiiiriiirie

India,..ocoieininiinans
'an l'l“l’l’l.l IR NN

187801, . o0 virenernseens
Snluwnltmuhm

4
665 067
46,368

142,026
9 -

31,948

13,193 3,164

1164 4.537 R R RN R RN
1,094 680 408 96

. 16,777 18,604

RN

XX ENE R

9,225 '''4,968

B19 ivrureres 2
1,750 2149 224 1. ininin,
) IEER NN NN NN NN NN NN N NN N )

N Y NN Y RN AN NN Y]

433 1216 O A R

486 iiiieiiiiiiiiiiineiiiiieresenenins

R RN KK R R L R S R Y Y RN NN NN}

30,568
9,459
62,638

41,922
47,012

3,012
125
93,046
44,314
250,625
3 0 7

12,480

15(2)
1,377,563
42
823,681
185,662
2

9,

63,962
18,183
16,073

2,746,500

77,669
103,182

33,687

0 PP EIIAINIININIIIREIOIIIIITY

3 R N R RN NN

186
1,084 1'150 YRR Y RN R Y PR YRR
854 91 3 8
1,300 2,888 - SRTRTAY
308 314 98 198
553 30 8 IR Y]

0 6 R R NN RN NNR N

715 623 I N NN AN NN NEE]
800 2,660 ............ 63

126 389 N RN RN
1 0000080000 00ivaltsIvtRtattsttastIbDS
862 sasriecarnna

953 1.872 BEaserserIRIIEINIGIIN LY
3,717 lg 23

(] l S8RV ENININNIBIEIIIINIIIY

9 XX YR NN N

GdePesssRT et eNE bR Ol

C60a060NIERNNEIINIIVIILY

285 94 SOOI EPONINIIIIIILERERNETITIDS
54 411 R R N Y RN RN YN

G400 00T IB IRV RERENHbOsIRIIIRELY

29804 R AR R R R N R N N XS N RN RN RN N ]
e uloncclo--n.l Ryl

0 ‘!0]00'1 .
1,132 """'4,387° 1878 2426
266 109 ll'tl'l.‘l..lll‘lll.ll.. '
800 1

) stsdesdrrssssirbsrraeny

1,;86 2,019 84 84

626 R RN R RN RN NN N N]

483 1,098
12,980 $1,629 ' 3.394

2' 46 : [(EXTEXX}
2,681 8120 178 323

Pt
L]

Ve PENEIENIUIOIIRILIDOISY

(]

0
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TABLE E-1 .-siatus of dollar fepayable AID and predecessor agency'
loans as of June 30, 1973—Continued

{in thousands of dollars]

Outstanding 1973 Repay.  Amount delinquent
foan anpnual m1n *
Country balance Interest  princlpal Interest Principal

JOfdaI‘l AR RN NN ‘e L N N N NN NN Y

8,448 63 ........
8paiN. iviiisiiiiins 11,674 430 3,862 tiiviiiininiiiiiiinenn
Tha'land¢.‘b‘l"‘.'ll' 12'241 384 304 QEBIPRNI NS IIRNIBRERINIRNRODLY

vlatnam-"utll'l..ll"llt!ltoo '''''' L N N N Y N NN NN NN NN NN
camerooniuolloll.$~'l 12.295 9ooo‘.l.ll‘OQllllll.ll'.'ll‘.l.'l'l"
Dahomey...cccovvvvvs.s 841 .
Eth'oplac.lllolloicotnt 52'338 748 140 I NN NN N NN NN NN

Ghana....oovveevensee. 121,762 3,804 3,838 . riiiiiiiiiiiiininenns
GuUINBA...voreniiinnes © 7,174 18 siivvinnnoss 173 468
lvory Coast.coeuuavenss 6,886 69 5 T T T T T I
Kenya.....ocoevnenenes 8,930 -] - O

blbafll....u.....u.u 68,708 488 ... ..iiiiene 108 168
.I'O.“lll.‘.llll..v.l.!'lb'lllt.blll.ll’ll"l'."llll."l."'ll.!"'l'l"'ll..l.
Maagasy.............. 4.377 o T N
Ma'aw'..l.."..l...“b 6'690 121 N N NN NN NN NN NN]

a Vo0t 0000000000000 '8 NN NN R Y N Testatstene

Moroccol..l'..ll..ll.. 97'219 2’640 803 40000008000 000000000000
ngernn---uun.nu 2,654 17 RN R IR SRR XX RS XS R XA AR AR RNT Y o
Nigeria......ocoivunen, 74,933 826 74 73 (iiiininins

Seﬂﬂga N N RN NN N Ry N Y X A L R RN X

SOMANIA. .. veeernrerens 13,534 -7 AR 300 830

Sudan......ceeeiinnnn, 4,468 . N 1

Tanzania......cooveiee 11,662 11 102 (iinieiiniiiinenaiiiniee

Tunisia....c..oovereenes 147,468 1,898 287 L
10,349

Uganda,...oievieiines eesaneseessetraebetradtrntseneranes

) 91
za"‘......n........“ 68'199 1)690 1.093 R R N NN NN

Africa Reglonal....... 49,113 780 iiiiiinerniierinicriinnnacesrsinnse
west Afﬂca Re iona'- 77 N N N NN NN NN NN R NN NN NN
East Africa Reglonal. . 3,463 - S
sou’hA‘rlc'R”'on.'cl.t.l'bil'lilll'lil'ottllllllilollo'lll"l'llhl’ll‘l‘.ll‘.l..‘
Be'glumuucazcnotno:o 25.230 716 3.048 !‘0!'!0’0‘.‘!“000!0..‘.

DQﬂmal’k.....u..un. 24'870 634 645 Asesberintetsrsrrisiee
Flﬂlﬂﬂ N N N N N NN N AN R RN YN YY)
Fr‘nceuog-tolootlltlollonloctllul||oo|clloolloolloloitllc't!'.‘ltlaltlltl’iloltt‘tlloo
Gefmaﬂy-..uu..uuunuunnu-uu.........un...u.uu.un.n.no.u..‘...s-

leoland. ocovaiiainens 7,762 288 1,188 110
=r‘|’nd.‘t'|l0.l0ltlll¢ 80'650 2'114 5'193 CONIEIIGININI NI OISR INRS

O KT T S T, SOOI

Nﬁfh‘flﬁﬂdﬁ.uu-uuun.....u....... IO R N N R R R NN TN NN}

Nomyau¢¢0lnutlccnlcu 14'32 .‘.“3.8'3 1’839 L S XA ]

PolaNd...vvveeeveneee 85,363 1,692 2,966 tivvunnrrrrieiirernenans
POrtUGAl..ierreirnnrs, 17,199 ‘488 1,343 Y218 V684

swedol\........u.............. R R L R R R R R R N R R RN N RN R YRR Y

Un'tOdK'ﬂgdom...u. 236.”20 6.225 16.356 0.1.00;0&01"»}...on‘tn’ac
$o0 footnotes at end of table, ‘
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TABLE E-1. --Status of dollar regayable AID and predecessor agency
loans as of June 30, 1973—Continued

{in thousands of dollars]

Outstanding 1973 Repay-  Amount delinquent
loan annue{ m1n 1
Country balance interes principa Interest Principal
Yugoslavia, ........... 10,252 357 (-3 S

European Community. 36,100 1,600 8,200 .ervvvrrvrvrrrrrrennins

Grand total.......... 10,440,147 188,694 120,324 10,932 14,362

i Discussions for possible reschadulin ln rocess.
fo h n Sty 23, 1073:

9The following amounts were receive
Country Interest  Principal
celand. 10
Taﬁ‘u% T T P %%5 ggg
india, ....ZZ‘Z..IZZ‘..' '.'.‘.:I::ZZ‘.‘.‘.ZZ'.IZZZZZZZZIZZZIZ'.ZZIZZIZ 1.623 139

L e 2,429 6,840

TABLE E-2.-Status of dollar repa 5able Public Law 480 loans, as
of June 3

[In thousands of dollars)

1973 annual repayments  Amount delinquent

Country Outsg:?gggg Interest  Principal Interest Principal
Mexleo. ,.vvuiiiiiraacnns 7,506 321 [53: RN 1
BUrma. . ..oiiiiiiiiene 3,978 122 D < ‘e
AN e 2,094 64 A
Israel......coovnnnnees . 28,899 349 750 63 181
Finland.......coooveeenes 12,918 392 186 vviiriiiiiiiiniiienns

Grand total............ 55,398 1,248 1,847 63 182

§ Represent Public Law 480 G loans only,

&

0
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TABLE E-3.—U.S. Military Export sales

11

trd
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TABLE F.—Comparison of outstanding loans, U.S. assistance, and
liquid liabilities

{In milfions of dollars]

Oumandmu forelan 'ol?%' Major U.8,

"degrt\':n a c es, as °°"°'f'3$'3fé‘n u. s liquid
Y June ?ﬁ) 109; 2, sum.  assistance, nd other
mary by area military iablilitie
rincipa |y 193% s Ingolout}gln's
lntorol 's 7’? ot ’orol n
Princ un alda b ry couanrtorln
outstendir duyt r more nét total July, f37°3
Western Europe (excluding
Greece and Turkey)....... 6,307 25 40,460 47 009
Eastern Europe. , 288 101 1,568 13,144
NearEast(lncludlng Greece.
Turkey. and Egypt)....... 4,023 180 16,043
South Asia............ 7.986 39 14.104 } 2313684
Eastern Asla and Pacific. ... 4,048 166 46.203 '
Africa (excluding Egypt). ces 1,668 - 23 4,498 928
Western Hemisphere....... 6,004 134 10,690 6,113
Total,seseriversicnnens 430.6 1678 4133,463 70,878
33'333: 8 80%00,000 held by Japan,
lu\c udes Middia'East and Asian countries.
add due to rounding and due to the exclusion of loans and credits to worldwide
orfﬂﬂutlon
ay not add due o rounding.

[Whereupon, at 12:20 p.m., the committes was adjourned, subject
to the call of the Chair.]

O

BEST COPY AVAILABLE

b

7



