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NATIONAL SECURITY COUNCIL 
WASHINGTON, D C. 20506 

Februa ry 26, 1994 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: -ROBERT BELL 

FROM: KEITH HAHNjp^ 

SUBJECT: S i g n i f i c a n t M i l i t a r y Exercise ARCTIC SAREX 94 

Attached a t Tab I i s a proposed memorandum t o the Executive 
Secretary, Department of Defense, approving m i l i t a r y exercise 
ARCTIC SAREX 94. At Tab I I Defense recommends approval and State 
concurs. 

ARCTIC SAREX 94 i s a search and rescue exercise designed t o 
expand U.S. contacts w i t h Russia and i s a p r i o r i t y event under 
the U.S.-Russian Federation m i l i t a r y - t o - m i l i t a r y contacts 
program. Forces from the U.S., Russia and Canada w i l l conduct a 
coordinated j o i n t and combined SAR mission near Eielson A i r Force 
Base, Alaska March 20-26. 

The c r i t i c a l c a n c e l l a t i o n date i s March 4, 1994. 

Concurrence by: John Beyrle 

RECOMMENDATION 

That you sign the memorandum at Tab I approving the exercise, 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

MEMORANDUM FOR COL. ROBERT P. MCALEER 
Executive Secretary 
Department of Defense 

SUBJECT: S i g n i f i c a n t M i l i t a r y Exercise ARCTIC SAREX 94 

M i l i t a r y exercise ARCTIC SAREX 94 i s approved. 

William H. I t o h 
Executive Secretary 



FOR OFFICIAL USE ONLY , , 

OFFICE OF THE SECRETARY OF DEFENSE 

WASHINGTON, DC 20301-1000 

2 3 FEB 1994 

MEMORANDUM FOR EXECUTIVE SECRETARY, NATIONAL SECURITY COUNCIL 

SUBJECT: Significant Military Exercise - ARTIC SAREX 94 

The Department of Defense recommends NSC approval of the 
attached Significant Military Exercise Brief, Exercise ARTIC 
SAREX 94. The Department of State concurs with this 
recommendation. 

Please note the c r i t i c a l cancellation date for this exercise 
i s 4 March 1994. 

Robert P. McAleer 
Executive Secretary 

Attachment: 
As stated 



UNCLASSIFIED 
JOINT STAFF 

INFO SERVICE CENTER 

ZYUW RUKQS(£1037 02S0530 
R 250530Z 3h'l 94 ZYB 

') FM USCINCPAC HONOLULU H1//J3// 
TO JOINT STAFF WASHINGTON DC//J7-JETD// 
INFO AMEMBASSY MOSCOW AMEMBASSY OHAWA 

SECSTATE WASHINGTON DC//PM-ISO// 
SECDEF WASHINGTON DC//USOP:SP/EP/ASD(ISA:EAPR)/ 
ASD:PA/PM-lSO/0USi;:SR// 
JOINT STAFF WASHINGTON DC//J3/J4/JS// 
DA WASHINGTON DC//DAMO-000// 
CCMDT COGARD WASHINGTON DC//G-R// 
USCINCTRANS SCOTT AFB IL//TCJ3/JA// 
CINCPACFLT PEARL HARBOR HI//N3Z8// 
HO PACAF HICKAM AFB HI//DOX// 
CDRUSARPAC FT SHAFTER HI//APOP/APDP-EX/OP// 
COMMARFORPAC//63// COMALCOM ELMENDORF AFB Ai;//J3// 

UNCLAS //N03500// 
SECTION 01 OF 02 
EXER/ARTIC SAREX 94// 
MS6ID/6ENADMIN/USCINCPAC J3// 
SUBJ/PART 1 SIGNIFICANT MILITARY EXERCISE BRIEF// 
AMPN/POC/CHUti; ROYtE/COL/UStlNCPAC J35/477-bZ94// 
RHXS/1. EXERCISE NAME: ARTIC SAREX 94 
2. GEOGRAPHIC AREA: ALASXA 
3. DATES: 20-26 MAR 94 
4 CRITICAL CANCELLATION DATE: 4 MAR 94 
5 TYPE: FIELD TRAINING EXERCISE 
6 PURPOSE- ARTIC SAREX 94 (AS94) IS A USCINCPAC DIRECTED FIELD 
TRAINING EXERCISE (FTX) DESIGNED TO EXECUTE COMMANDER, ALASXAN 
COMMAND (COMALCOM) AUTHORITY AND RESPONSIBILm FOR MILITARY SEARCH 
AND RESCUE (SAR) IN ALASKA. THIS EXERCISE SUPPORTS USCINCPAC INTENT 
TO EXPAND CONTACTS WITH THE RUSSIAN REPUBLIC'AND IS A PRIORITY EVENT 
UNDER THE U S -RUSSIAN FEDERATION MILITARY-TO-MILITARY CONTACTS 
PROGRAM FORCES FROM THE U.S., RUSSIA AND CANADA WILL CONDUCT A 
COORDINATED JOINT AND COMBINED SAR MISSION IN THE DESIGNATED 
OPERATING AREA NEAR EIELSON AFB. FAIRBANKS. ALASKA. 

.1 A. THE FOLLOWING JOINT MISSION ESSENTIAL TASKS WILL BE TRAINED 
DURING THE EXERCISE: 

(1) PC-I- PROVIDE HUMANITARIAN ASSISTANCE AND DISASTER RELIEF. 
(2) PC-I 604: MAINTAIN RE(}UIRED COMMAND, CONTROL AND 

COMMUNICATIONS. 
(3) PC-I 530: DEVELOP/COORDINATE OPERATIONS CONCEPT WITH 

COUNTRY TEAM/USG AGENCIES. , 
(4) PC-I 539- COORDINATE WITH FOREIGN GOVERNMENT AGENCIES. 
B. OVERALL EXERCISE OBJECTIVES ARE TO: 
(1) TEST AND EVALUATE MUTUAL SEARCH AMD RESCUE PROCEDURES WITH 

FRIENDLY FORCES. 
(2) MAINTAII/ FORCE READINESS TO ASSIST IN PEACETIME . 

HUMANITARIAN ASSISTANCE ACTIVITIES. 
(3) PROMOTE RATIONALIZATION, STANDARDIZATION AND 

INTERf)PERABILITY FOR PEACETIME MISSIONS BETWEEN U.S., RUSSIAN, AND 
CANADIAN SAR FORCES IN THE ARTIC AREAS OF THE NORTHERN PACIFIC 
REGION. 
7. OPLAN EXERCISED: NONE 
8. POLITICAL IMPLICATIONS: THIS EXERCISE IS A FOLLOW-ON TO THE 
SEARCH AND RESCUE EXERCISE HOSTED BY RUSSIA AT TIKSl DURING 19-24 APR 
93 AT THE TlKSI SAREX, THE COMMANDER OF llAF DISCUSSED A FOLLOW-ON 
EXERCISE IN ALASKA IN 94. THIS IS THE FIRST YEAR THE CANADIANS WILL 
JOINT STAFF VI " 
ACTION J7-JETD(3) (U.B.f) 
INFO NMCC:CW0(1) J3(3) NIDS(l) J4(5) J4:SMEDENG-J(1) 

J7(6) J5(l) J5:NAB-J(1) QUAE CONTROL(l) J7:JECG-J(1) 
J6FJ(1) J6U-J(1) J1:PPP0-J(1) 
+NEACP 

SECDEF V2 
ACTION (U.B.M 
INFO PJBD(l) SECDEF-N(l) USDP:FILE(1) 

USDA:TS(1) USDA:IP(2) ATSD:PA(1) USDP:NS&CP<1) 
USDP:DASDEUR(1) USDP:DSAA(1) USDP-CH(l) 
USDP:PPEAP{1) N&IA(1) USDP:EP(1) USOP:EUR POL(l) 
USDP:NAT0P0L(1) US0P:RSA(1) 
+US0P:CCC 
+SAFE 

17 

PARTICIPATE. EXERCISE IS EXPECTED TO BECOME AN ANNUAL EVENT IN 
THE ARTIC REGION. 
9. POLITICO-MILITARY SCENARIO SUM4ARY: THE SCENARIO USED FOR THIS 
EXfRCISE IS A CRASH OF A COMMERCIAL PASSENGER AIRCRAFT IN A RUGGED, 
REMOTE LOCATION OF THE HIGH ARTIC. SEARCH OPERATIONS TO LOCATE THE 
CRASH SITE WILL BE SIMULATED. INITIAL RESPONSE FROM THE U.S. 
INCLUDES REgUESTS FOR ASSISTANCE FROM RUSSIA AND CANADA. FIXED WING 
AIRCRAn FROM ALL THREE COUNTRIES WILL DROP HOSPITAL AND PARARESCUE 
PERSONNEL TO THE 50 VIHIMS ON THE FIRST DAY. ON DAY TWO, U.S. AND 
RUSSIAN HELICOPTERS WILL REACH THE CRASH SITE AND EXTRACT PERSONNEL. 
10. SUMMARY OF KEY EXERCISE EVENTS: 
DATES EVENTS/LaATION 
20 MAR 94 EXERCISE PARTICIPANTS ARRIVE 
21 MAR 94 BRIEFINGS ANO AIRCRAFT PREPARTION 
22 MAR 94 FIRST EXERCISE DAY - FIXED WING OPS 
23 MAR 94 SECOND EXERCISE DAY - HELICOPTER RECOVERY 

- AFTER ACTION REVIEW 
24 MAR 94 REDEPLOYMENT PREP 
25 MAR 94 ARTIC SAR CONFERENCE AT ELMENDORF FOR 

(EY PERSONNEL 
26 MAR 94 REDEPLOYMENT 
11. DIRECTING HEADQUARTERS: USCINCPAC 
12. PARTICIPATING C0M4AIJDS. HEAOfJUARTERS, AND FORCES: 

A. UNITED STATES 
UNIT AIRCRAFT/EIJUIPMENT NO OF PERSONNEL 
USARPAC-6TH INFANTRY DIVISION 75 

RESPONSE CELL 
2ND BRIGADE 
C/228 AVN 2 X CH-47 
283 MEDEVAC 2 X UH-1 
4/123 AHB 2 X UH-BO. 

USCGD17 (COAST GUARD DISTRICT 17) 1 X C-130 12 
IX H-60 

PACAF UAF RESPONSE CELL 50 
llAF RESCUE COORDINATION CENTER 
354 FIGHTER WING 
353 FIGHTER SQUADRON 

AK ANf. 144 TAS 1 X C-130 20 
210 RQS 1 X HC-130 

2 X HH-60 
B. FRIENDLY NATIOKS: 
CANADA 2 X C-130 45 (INCLD 15 

SAR TECHS) 
AIRCOH, WINNIPEG 1 X TWIN OnER 
ATGHQ, TRENTON 1 X MAJAID KH 

(HOSPITAL) 
RUSSIA 1 X AN-124 50 

1 X AN-12 
3 X MI-8 
1 X ABN HOSPITAL 

C. TOTAL: 252 PERSONNEL (157 U.S., 45 CANADIAN. 50 RUSSIAN). 
U.S. TOTAL BREAKS DOWN TO: USA 75 

USCG 12 
USAF 50 
AKANG 20 

13. SCOPE OF ANTICIPATED PARTICIPATION 
A. OTHER UNIFIED COMMAND: NONE 
B UNASSIGNED FORCES OF THE U.S. MILITARY SERVICES: NONE 
C. ALLIED NATIONS: CANADA. RUSSIA 
D. OTHER FEDERAL AGENCIES OR DEPARTMENTS: FAA, STATE " 

. // 
BT 
UNCLAS //N03500// 
FINAL SECTION OF 02 
EXER/ARTIC SAREX 94// 
MSGID/GENADMIN/USCINCPAC J3// 
SUBJ/PART I SIGNIFICANT MILnARY EXERCISE BRIEF// 
RMKS/ 
DEPARTMENT, CUSTOMS. 
14 SIMULATED USE OF WCLEAR OR OTHER UNCONVENTIONAL WEAPONS: NONE 
15. COUNTER DRUG OPERATIONS OR TRAINING: NONE 
16. COORDINATION WITH OTHER UNIFIED, OR SERVICE COMMANDS. 
GOVERNMENTAL DEPARTMENTS. AGENCIES. OR REPRESENTATIVES: USDAO MOSCOW, 
ASST SECRETARY OF DEFENSE FOR PUBLIC AFFAIRS, US PACIFIC COMMAND 
OFFICE OF PUBLIC AFFAIRS. 
17 RECOMMENDED PUBLIC AFFAIRS POLICY: RECOMMEND ACTIVE PMBLIC 

: /i^C T O T 



UNCLASSIFIED 
JOINT STAFF 

INFO SERVICE CENTER 

AFFAIRS ROLE TO PUBLICIZE THE COOPERATION BETWEEN THE U.S., CANADIAN, 
AND RUSSIAN MILITARIES IN AN ARTIC SEARCH AND RESCUE EXERCISE. 
081ECTIVES' 

A VALIDATE THE CAPABILITY FOR JOINT U.S./RUSSIAN/CANADIAN 
MILITARY SEARCH AND RESCUE OPERATIONS IN AN ARTIC ENVIRONMENT 

B. FOCUS ON US FORCES/CF/RUAF INTEROPERABILITY IN SEARCH AND 

""̂ "c "MPHASIZE THAT THE EXERCISE IS THE FIRST INVOLVING Ca4BINED 
RUSSIAN U.S. AND CANADIAN FORCES ON U.S. SOIL. 

D 'HIGHLIGHT THE INCREASED COOPERATION AND JOINT TRAINING 
OPPORTUNITIES BETWEEN U.S., CANADA AND RUSSIA. 

E DEMONSTRATE THAT THE US PACIFIC COMMAND MILHARY-TO-MILITARY 
CONTACT PROGRAM, WHICH INCLUDES THIS SAREX, IS A MEANS TO ENHANCE 
STABILITY ACROSS THE ASIA-PACIFIC REGION. 
18. GENERAL POLICY CONSIDERATIONS 

A DIPLOMATIC INFORMATION: THIS EXERCISE IS STRONGLY 
SUPPORTED BY THE RUSSIANS. RUSSIAN SEARCH AND RESCUE PERSONNEL WERE 
VERY FRIENDLY AND COOPERATIVE DURING THE TIKSl SAREX (APRIL 93) 
AND DURING LAST AUGUST'S SAREX CONDUCTED BETWEEN THE U.S. COAST GUARD 
AND THE RUSSIAN MARITIME SEARCH AND RESCUE FORCES AT PETROPAVLOVSK, 

*̂!HE°!Sm*5"uNCLASSIFIED IN ITS ENTIRETY. CLASSIFIED 
INFORMATION AND EQUIPMENT WILL BE SAFEGUARDED: U.S. EXERCISE 
PARTICIPANTS WILL RECEIVE A SECURITY AND FOREIGN DISCLOSURE BRIEFING 
PRIOR TO THE START OF THE EXERCISE. 
19 PERCEPTION MANAGEMENT: THIS EXERCISE PROVIDES AN EXCELLENT 
FORUM FOR FOSTERING A COOPERATIVE SPIRIT BETWEEN U.S. AND CANADIAN 
AND RUSSIAN MILITARY PERSONNEL. MILITARY PERSONNEL AND EQUIPMENT 
CAPABILITIES CAN BE DEMONSTRATED ANO tXERCISED DURING A HUMANITARIAN 
OPERATION BY ALL THREE COUNTRIES. 
20 ADDITIONAL REMARKS: STRATEGIC AIRLIFT IS NOT NEEDED FOR THIS 
YEAR'S EXERCISE. FUNDING FOR HOSTING THE RUSSIANS IS EXPECTED TO 
COME FROM THE NUNN-LUGAR ACCOUNT.// BT 

rNJ = 94025/03398 T0R'=94O25/O5392 TAD = 94025/0539Z CDSN=MAZ151 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D C. 20506 

February 26, 1994 

1490 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: 

FROM: 

SUBJECT: 

ROBERT BELL 

KEITH HAHN 

S i g n i f i c a n t M i l i t a r y Exercise NOBLE STALLION 1 

Attached a t Tab I i s a proposed memorandum t o the Executive 
Secretary, Department of Defense, approving m i l i t a r y exercise 
NOBLE STALLION 1. At Tab I I Defense recommends approval and 
State concurs. 

NOBLE STALLION 1 i s a b i l a t e r a l multi-warfare exercise designed 
t o improve U.S. Navy, U.S. A i r Force, I s r a e l i Navy and I s r a e l i 
A i r Force m i l i t a r y c a p a b i l i t i e s i n a v a r i e t y of surface, 
subsurface, ground and a i r warfare operations. I t w i l l take 
place i n the eastern Mediterranean and over I s r a e l i airspace and 
t r a i n i n g ranges March 8-24. 

The c r i t i c a l c a n c e l l a t i o n date i s March 2, 1994. 

Davi d/fatjclr field Concurrence by: 

RECOMMENDATION 

That you sign the memorandum a t Tab I approving the exercise, 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 

^ d j T i / n T-> T7< m 

D e c l a s s i f y on: OADR 

DECLASSIFIED 
E.O.13526 

White House Guidelines, Sephmberll, 2006 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D C. 20506 

MEMORANDUM FOR COL. ROBERT P. MCALEER 
Executive Secretary 
Department of Defense 

SUBJECT: Significant M i l i t a r y Exercise NOBLE STALLION 1 

M i l i t a r y exercise NOBLE STALLION 1 i s approved. 

William H. Ito h 
Executive Secretary 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C. 20506 

February 28, 1994 

MEMORANDUM FOR SANDY BERGER, BO CUTTER, NSC SENIOR Dlft^fCTORS, 
LEON FUERJH, KATIE MCGINTY AND GORDON/ADAMS 

FROM: BOB FAEVER AND HELEN WALSH j ^ v i 

SUBJECT: Next Steps i n FY 95 Budget R e q i ^ t f o r the 
M u l t i l a t e r a l Development Banks 

Treasury and State are coordinating the L e g i s l a t i v e strategy f o r 
our budget request f o r the multilateral>flevelopment banks. 
Recall t h a t Congressional underfunding/of e a r l i e r requests 
r e s u l t e d i n large arrears t o the MDBs/(over $800 m i l l i o n ) . Thus, 
our FY95 request comes at a c r i t i c a l / j u n c t u r e . I f i t i s again 
underfunded, we w i l l need t o make ssme unpalatable choices, such 
as r e n e g o t i a t i n g our MDB replenishments, withdrawing or l i m i t i n g 
our p a r t i c i p a t i o n i n the regional/MDBs and -- regardless of the 
choice -- accepting a weaker inf/uence i n these i n s t i t u t i o n s . 

Treasury and State's basic l e g / s l a t i v e strategy i s t o convince 
the H i l l t h a t the MDBs are a /ood value and are e f f e c t i v e i n 
promoting kev U.S. o b j e c t i v e / (e.g., exports, the environment, 
reduction of p o v e r t y , f o r e i g n p o l i c y goals i n key regions l i k e 
the Middle East and FSU, e t c . ) . They also want t o demonstrate to 
the H i l l the high l e v e l o f A d m i n i s t r a t i o n support f o r t h i s 
request. (This was sore/y la c k i n g i n the Reagan and Bush 
Administrations when ther MDBs suf f e r e d t h e i r l a r g e s t cuts.) The 
i n t e n t i s t o s e l l the MuB request on a r e t a i l l e v e l --
i d e n t i f y i n g , especialW on, the House side, those members t h a t 
would have an interest, i n supporting the MDBs. 

At the same time, the A d m i n i s t r a t i o n i s t r y i n g t o provide 
p o l i t i c a l cover f o t Congressional members. We understand t h a t 
the Vice President has been a c t i v e l y working w i t h environmental 
groups t o defuse/the misguided campaign by some hard l i n e groups 
t h a t " f i f t y yea/s i s enough", i . e . , the MDBs hurt the environment 
and should be ciismantled. Treasury has also been working w i t h i n 
the MDBS t o secure reforms i n areas t h a t have been c r i t i c i z e d by 
NGOS and PVOsi (e.g., greater transparency, more a t t e n t i o n t o 
environmental assessments). 

I n the wefeks and months ahead, i t would be extremely h e l p f u l i f 
senior Wnite House o f f i c i a l s would use speeches, i n t e r v i e w s , etc. 
t o spe/k out i n support of our MDB budget request. Our window of 
opp o r t u n i t y f o r i n f l u e n c i n g the debate i s between now and June or 
July, depending on how f a s t the l e g i s l a t i v e process works. 



In t h i s connection, we urge you t o consider using upcoming events 
f o r appropriate P r e s i d e n t i a l and Vice P r e s i d e n t i a l statements i n 
support of the MDBs. For example: 

o G-7 Jobs Conference: could include an e a r l y P r e s i d e n t i a l 
statement of our support f o r the work of the m u l t i l a t e r a l 
development banks i n cr e a t i n g economic conditions conducive 
to growth and jobs. 

o Vice President Gore's T r i p to L a t i n America: could stress 
the important r o l e t h a t the Inter-American Development Bank 
and the World Bank have played i n re s o l v i n g the debt c r i s i s 
and promoting growth and good governance i n L a t i n America. 

o D-Dav Commemoration: could applaud the r o l e the World Bank 
played i n r e b u i l d i n g Western Europe and h i g h l i g h t the 
s i m i l a r challenge f o r the World Bank and the EBRD i n Eastern 
Europe. 

In addition, when NSC provides clearance for various agencies' 
Cabinet speeches or testimony, we need to be vi g i l a n t for 
opportunities for similar statements. 

Attached are papers t h a t you might f i n d h e l p f u l : t i m e l i n e s f o r 
Congressional consideration of our request and upcoming MDB 
meetings (TAB 1 ) , an updated graphics package which Treasury 
intends t o hand out t o pu b l i c and the H i l l (TAB 2), and a set of 
t a l k i n g points and background t h a t you may wish t o use (TAB 3). 
As always, we would be happy t o provide a d d i t i o n a l information or 
help you d r a f t any t a l k i n g points on t h i s . 

Attachments 
As Stated 



CONGRESSIONAL TIMELINE, 1994 
MULTILATERAL DEVELOPMENT BANKS 

Appropriations Process: 

February 7 

ID 
March 

March 2 2 

Late May/ 
Early June 

September 

October 

Administration's budget submitted t o H i l l . 
Treasury b r i e f i n g s f o r Senate and House 
Budget Committee, Senate Foreign Relations 
Committee and House Banking Committee. 

Secretary Bentsen t e s t i f i e s before House 
Appropriations Committee, Sub-Committee on 
Foreign Operations (Congressman Obey, Chair). 

Secretary Bentsen t e s t i f i e s before the Senate 
Appropriations Committee, Sub-Committee on 
Foreign Operations (Senator Leahy, Cha i r ) . 

House Appropriations Sub-Committee and f u l l 
Committee mark-up MDB l e g i s l a t i o n . House 
f l o o r takes up b i l l . 

Senate Appropriations Committee marks-up 
leg i s l a t i o n and floor action takes place. 

House/Senate Conference on le g i s l a t i o n . 

A u t h o r i z a t i o n Process: 

March 

A p r i l 

May 

June 

June/July 

July 

July/September 

September 

September/October 

Administration submits a u t h o r i z i n g 
l e g i s l a t i o n f o r the Global Environment 
F a c i l i t y t o House and Senate. 

Administration submits a u t h o r i z i n g 
l e g i s l a t i o n f o r IDB replenishment t o House 
and Senate. 

Administration submits a u t h o r i z i n g 
l e g i s l a t i o n f o r A f r i c a n Development Fund 
replenishment t o House and Senate. 

Possible hearings by House Banking Committee 
(Sub-Committee on I n t e r n a t i o n a l Development) 
on Administration's a u t h o r i z i n g requests. 

Senate Foreign Relations Committee marks-up 
MDB au t h o r i z i n g l e g i s l a t i o n (probably w i l l be 
included i n the Foreign Assistance A c t ) . 

House Banking Committee marks-up MDB 
au t h o r i z a t i o n l e g i s l a t i o n . 

Floor action i n House. 

Floor action i n Senate 

House/Senate Conference. 



KEY UPCOMING MDB MEETINGS AND MAIN OBJECTIVES 

Mar 7-8 IDB Eighth Replenishment Negotiations (Washington) 

- a r r i v e at a funding agreement which maximizes 
concessional flows t o the poorest countries i n the 
region (which may require f u r t h e r negotiations, 
since achieving an agreement consistent w i t h our 
goals may take more time than an t i c i p a t e d ) 

Apr 11-13 IDB Annual Meeting (Guadalajara) 

sign eighth replenishment agreement upon 
successful completion of negotiations 

ensure implementation of management and loan 
q u a l i t y reforms 

Apr 18-19 EBRD Annual Meeting (St. Petersburg) 

- obtain more rapid disbursement of funds 

- ensure compliance with the Bank's 60/40 
private/public sector mandate 

- encourage continued broadening of the loan 
portfolio among the countries of operation 

- s t r e s s the importance of the Bank's p o l i t i c a l 
mandate as an integral part of lending policy 

Apr 25-26 World Bank Development Committee (Washington) 

- press for the expansion of the Bank's information 
disclosure policy, especially with the IFC 

- encourage increased NGO out-reach and 
participation 

- seek further "belt-tightening" of the Bank's 
administrative budget 

- seek improvements in environmental assessments 
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ADB Annual Meeting (Nice) 

- sign GCI IV upon successful completion of 
negotiations 

- obtain ADB adoption of an inspector general 
function, an information policy and good governance 
language in the GCI IV. J ^ governance 

arP^J!^ enhanced environmental monitoring and 
?p"a?IoSs''''' participation in IDB 

^^"^ AfDB seventh Replenr.H^.n^ v . ^ ^ . j ^ . j , , , ^̂ ^̂ ^̂ ^̂  

Agreement which stresses improved 

l T L t r o i \ l : i 'ylTri'^ ^° " " l i o n 

7n f i ! l ^ i j ' °" creation of an inspection function an 

i : ^ d S r ^ ? ? t ^ ? i r ' ' ^"^ °' goveJ^ance 

May 11-13 AfDB Annn;.l Meeting (Nairobi) 

iuccessfJ^L^nT!?-^ replenishment agreement upon successful completion of negotiations 

- press for improved transparency and 
accountability of the AfDB overall 

7 avoid management moves for an early capital 
increase (pre-1996) for the Bank as a way^Jo solve 
It s weak loan performance ^ 

SEODF 7541 



Multilateral Development Banks (MDBs) 

FY 1995 Budget: Good Value for the U.S 
MDBs Serve U.S. Interests 



U.S. Support for Developing Countries 
(1993, US$ billions) 

60.Or-

50.0 

4 0 . 0 -

30.0 

2 0 . 0 -

10.0 

$ Billions 

0.6 
$1.5 

U.S. Paid MDBS, 
Leveraging 

$45.0 

$12.8 

$57.8 

Multilateral 
Development 

Banks 
(MDBs) 

MDB 
Commitments 

US Bilateral 
Assistance* 

Total 

Figure is estimated USFY 1993 obligations. It includes PL480 and economic and 
military assistance. 



Multilateral Development Banks (MDBs) 
Support 

Healthy World Economy 

Democracy 

Poverty Reduction 

Population and Health 

Environment 

Physical Infrastructure 

Economic Policy Reform 



Agenda for Change 
What have we done? 

• Lower Administrative Costs (e.g., eliminating 
first-class travel) 

• Easier Access to Information 

• Improved Oversight and Inspection 

But we want more progress: 

Sustainable Development (more protection for the 
environment) 
Stronger U.S. Export Performance 

More Help for the Poor (health, education, 
population) 
Better Loan Quality 



MDBs Support Human Needs 

(US $ billions; 1992 and World Bank FY 1993) 

H MDBS 

^ US Bilateral Assistance* 

$15.5 
Totals 

Asian Bank 

Inter -American 
Bank 

World Bank 

Agr icu l tu re 

32.1 

Educat ion Population, Healtli,Water, Sewage Urban Dev 
Nutr i t ion 

CSS 

m 

MDBs US Bilateral* 

Estimated; most recent fiscal year available 
(1992). 



MDBs Support The Environment 

(US $ billions; 1992 and World Bank FY 1993; estimated environmental lending) 

Total Environmental 

Lending All MDBs 

+ $0.2 + $0.2 + 
i i i i i i i i i i i 

World Bank Asian Bank European Inter-
Bank American 

* Estimated; most recent fiscal year available (1991). B a n k 

$0.01 

African 
Bank 

$0.4 

All MDBs US Bilateral' 



MDBs Respond Rapidly 
to Important U.S. Initiatives 

Support for democracy and economic transformation 
in Eastern Europe and former Soviet Union. 

$1.8 billion in environmental loans to Mexico by 
World Bank over next three years. 

Emergency Rehabilitation Program for Gaza 
established by World Bank. 

$1 billion to South Africa per year planned by World 
Bank. 



MDBs commit $45 billion. 
U.S. cost is only $2.0 billion. 

$2.0 billion U.S. 
pays MDBs 

(FY 1995) 

$45 billion in MDB commitments 
to regions of the world 

Lending By Region 



MDBs Support Important Commercial Ties 

Economic Assistance to 10 key LDCs' 

(US$ billions;total last three years) 

*Largest Export-Import Bank Exposure: 

Mexico Indonesia 
Venezuela Argentina 
Brazil the Philippines 
Algeria China 
Turkey India 

Eximbanks $1.9 

MDBs $56.6 



Higher U.S. Exports = More U.S. Jobs 

$1.6 billion 

U.S. Paid MDBs 
(FY 1993) 

> $5 billion 
From MDB 

Supported Adjustment 

> $7 billion 
More U.S. Exports 

> $2.2 billion 
Direct MDB 

Procurement 

42,000 U.S. Jobs 92,300 U.S. Jobs 134,300 U.S. Jobs 



FY 1995 is Pivotal Budget Year 

U.S. arrears now exceed $840 million: 

• U.S. influence eroding. 

• Others may reduce payments. 

Funding the MDBs is a high priority: 

• MDBs project U.S. influence throughout the world. 
• Direct help to poor people. 
• Promote democratic values. 
• Protect the environment. 

• MDBs increase global economic growth. 

MDBS cost little. 

• $2.0 billion U.S. contribution leverages $45 billion a year in 
commitments 



D E P A R T M E N T O F T H E T R E A S U R Y 

W A S H I N G T O N 

2 /21 /94 

THE MULTILATERAL DEVELOPMENT BANKS (MDBs) 
A Development Agenda Serving U.S. interests 

MDBS are a crucial policy tool » Although the multilateral development banks account for 
only ten percent of the Administration's foreign assistance request, they are a 
critically important and cost effective tool for achieving U.S. economic and political 
objectives abroad. They are the most effective aid instrument in promoting economic 
policy reform in developing countries. 

MDBS provide benetits to the U.S. » The MDBs promote development in a way which 
also provides substantial benefits to the United States. MDB efforts to promote open 
markets, trade and investment liberalization, and sustainable growth in developing 
countnes helps U.S. business. On an annual basis, U.S. companies have received 
MDB-financed procurement contracts amounting to more than $2.2 billion. This far 
exceeded last year's U.S. contnbution to the MDBs of $1.5 billion. We believe 
additional U.S. exports on the order of $5 billion annually are attributable to policy 
reforms supported by MDB lending programs. 

MDBs are cost effective » Because many other governments help to finance the MDBs, 
total MDB lending is far larger than the U.S. contribution. For every dollar we 
contributed last year, the MDBs will lend $30 this year. 

MDBs support U.S. policy objectives » We are increasingly relying on the MDBs to 
promote critical U.S. interests around the world. In helping to ease the l^tin 
American debt crisis, promoting reform in Eastern Europe and the former Soviet 
Union, reducing poverty in Africa and Asia, and catalyzing development in the West 
Bank and Gaza Strip, the MDBs provide vital support for U.S. global objectives on a 
scale which cannot be replicated by our bilateral programs. 

MDBS allow for U.S. policy leaderstiip » The United States has a leadership position in 
shaping MDB policies and operations. Most key U.S. development objectives -- e.g., 
greater stress on country performance and market forces, and renewed emphasis on 
poverty reduction, good governance, private sector development, and protection of 
the environment - are now broadly shared by other members. 

However 

U.S. Arrears Jeopardize U.S. Interests » In real dollar terms, U.S. funding for the MDBs 
has fallen by 40 percent since 1978. Yet we are the only major donor with MDB 
arrears. The large size of U.S. arrears ($847 million) could jeopardize the ability of 
the MDBs to respond effectively to countries and regions of importance to the United 
States. It also reduces U.S. leverage with the institutions and other members, and 
places at serious risk our ability to retain influence over MDB policies and operations. 



o 

U.S. Stake In Developing Country Growth 

c The MDBs are the most effective aid instrument for encouraging developing countnes 
to undertake the economic policy reforms necessary to become free market-onented 
democracies. Policy reform in a host of areas -- financial, public enterprise, 
industrial, energy, and agricultural sectors -- is important for these countries, in 
conjunction with other social reforms, to generate adequate economic growth to 
reduce poverty. 

o U.S. economic prospects depend heavily on global growth. A healthy world 
economy spurs U.S. exports and creates high quality U.S. jobs. A large and growing 
portion of the world's economic activity is taking place in developing countries. 
These countries account for over 85 percent of the world's population and almost 
one-half of the world's purchasing power. They include five of the twelve largest 
economies (China. India, Russia, Brazil and Mexico). 

Developing countries are the fastest growing export market for U.S. goods and 
services. Their importance to the U.S. domestic economy is increasing. U.S. 
exports to developing countries increased from $73 billion in 1987 to $185 billion in 
1993. More than 40 percent of U.S. exports in 1993 went to developing countries. 
Exports to developing countries create or sustain some 3 million U.S. jobs each year. 
With an increase in value of 10 percent per year, U.S. exports to developing 
countries would reach $380 billion by the end of the decade. 

Economic development in MDB borrowing countries also serves U.S. security (e.g., 
Eastern Europe and Former Soviet Union) and humanitarian (e.g., Sub-Saharan 
Africa) interests. The increased emphasis the Worid Bank and regional MDBs are 
placing on poverty reduction is particularly important given the fact that over 1.1 
billion people in developing countries are still living on less than $1 a day. 

The next few years will be critical ones for the countries in Eastem Europe, the 
former Soviet Union, Africa, Latin America and Asia which are seeking to adopt 
sensible economic policies that promote free markets and democracies. Strong 
support for the MDBs from the United States and other donors is essential to help 
advance and consolidate these reforms. 

Strengthening MDB Performance 

As the largest single donor to the MDBs, the United States has the responsibility to 
act as a leader among donors in setting the policies and priorities that influence MDB 
lending. Nonetheless, the United States - whose voting share ranges from 5.8 percent in 
the African Development Bank to 34.6 percent in the Inter-American Development Bank -
must persuade and encourage other donors to share its priorities. We do not have the 
voting power to unilaterally enforce our desired changes, not is it productive for the 
management of the MDBs that policies be set unilaterally by any one donor. These 
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conditions require that the United States approach to change balance our concerns with 
those of other donors. 

Democratic and Republican Administrations have both played key roles in 
establishing and strengthening the MDB system. The United States is now actively 
engaged with other members of the institutions to further improve operational effectiveness 
and generate improved results in such key areas as poverty reduction and environmental 
protection. 

The extent to which development assistance achieves its intended effects is of 
paramount importance. Problems of unsatisfactory project performance affect all donors 
both bilateral and multilateral, and reflect both the inherently difficulty task of development --
including the serious constraints posed by managerial and institutional weaknesses in 
borrowing countries - and deficiencies in donor processes and procedures. 

The Administration has encouraged the MDBs to take measures to improve the 
management of their development programs, and is pressing for vigorous implementation of 
the action plans now underway in the MDBs to improve project performance and maximize 
the development impact of their operations. Successful U.S. policy leadership was also 
demonstrated by the World Bank Executive Board's recent approval of a substantially more 
open public information policy and the establishment of an independent inspection panel to 
address public concerns. We are now pressing for similar steps in the regional MDBs. 

The United States also actively pushes for sound MDB financial management and 
controlled MDB operating costs. In conjunction with with other members, the United States 
IS pressing for zero-real growth in administrative budgets and the elimination of unnessary 
expenditures. Recent positive developments include: 

• the elimination of first class air travel. At the World Bank, changes in travel 
policy enacted in 1993 will save an estimated $18 million annually. Savings at 
the EBRD will exceed $4 million; 

• the Worid Bank's commitrnent to zero real budget growth over the three-year 
FY 95-97 period; and 

• strategic reorganization at the EBRD with stronger country focus as well as 
reduced staffing. 

In day-to-day Bank operations, the Administration is actively promoting such 
fundamental development principles as outward oriented free market policies, economic 
adjustment and refomi, promotion of individual opportunities, poverty reduction (including 
increased social sector lending), good governance, and environmental protection. 
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MDB Cost-Effectiveness 

The cost effectiveness of the MDBs is demonstrated by the extent to which U.S. 
financing generates substantially larger levels of lending. Leveraging is particulariy high in 
the "hard loan" windows, e.g., the World Bank has lent $122 for every dollar in U.S. paid-in 
capital, but is also significant in the concessional "soft loan" windows for the poorest 
countries. 

On an annual basis, U.S. companies have received MDB-financed procurement 
contracts amounting to more than $2.2 billion. This is $700 million more than the United 
States contributed to the banks in the past fiscal year. The Administration is engaged in a 
major outreach effort to further increase U.S. business awareness of opportunities 
generated by MDBs. The MDBs also provide major benefits to U.S. financial services 
industry. It should also be noted that the two MDBs headquartered in Washington, D.C. 
provide substantial benefits to regional economy. 

U.S. business also benefits by the substantial extent to which MDB support for 
economic reform and development expands the import capacity of MDB borrowers and 
encourages more liberal trading regimes. We believe that U.S. exports which are 
attributable to such MDB programs are on the order of $5 billion a year. This was 
demonstrated dramatically in the successful resurgence of growth in Latin America, a region 
whose reform efforts were strongly supported by over $80 billion in Worid Bank and Inter-
American Development Bank lending over the last six years and which is now the fastest 
growing market for U.S. exports. 

The MDB presence in borrowing countries also helps establish a sound enabling 
environment for U.S. industrial and financial investors. Many of our bilateral programs ~ 
such as Export Import Bank lending - rely heavily on the MDBs to establish the economic 
environment which make their programs viable. 

o Over the last three years, the MDBs have loaned $57 billion to the 10 developing 
countries where Export Import Bank exposure ($21 billion) is largest. U.S. bilateral 
economic assistance to these ten countries was only $2 billion. 

U.S. Reliance on the MDBs 

Because the MDBs are so cost-effective, the United States relies heavily on the 
banks to address critical U.S. strategic (e.g.. Eastern Europe/Former Soviet Union, and the 
Middle East) and humanitarian (e.g., (Sub-Saharan Africa/Asia) interests, as well as our 
economic interests. The amounts involved are impressive and far exceed U.S. bilateral 
programs. Examples include: 
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o 

S7 billion in IBRD lending commitments to Eastern Europe over the last four years: 

an IBRD lending program for Russia which could generate up to $9 billion in new 
commitments over the next three years; 

the recent World Bank agreement to provide $1.8 billion over three years for Mexico 
(a key component in environmental clean-up efforts along our shared border); 

o IDA alone extending concessional credits of up to $11 billion for Sub-Saharan Africa 
over the next three years; 

o Worid Bank plans to lend up to $1 billion annually to promote economic development 
and transition in South Africa, 

o IBRD/IDA support for India's welcome and ambitious program of economic reform is 
running at about $2.5 billion annually; 

o the World Bank's central advisory, aid-coordination, and financing roles in Gaza and 
Jericho, helping move forward Middle East peace efforts; 

o expanded MDB support for environmental protection - more than $2.6 billion last 
year and projected to rise rapidly; and 

o increased MDB support for human resource development - over the next three 
years Worid Bank expects to lend more than $14.5 billion for education, population, 
health and nutrition. 

The Problem of U.S. Arrears 

In an era when continued heavy, U.S. reliance on the MDBs appears inevitable, we 
find ourselves with large and growing arrears on our internationally negotiated funding 
commitments to these institutions. The United States is the only major donor country with 
substantial arrears. These arrears (currently $847 million) threaten to unravel the MDB 
system and pose clear risks to: 

o The institutions' ability to respond effectively to pressing development needs. 

o U.S. ability to retain influence over MDB policies and operations - already under 
threat from other members who now provide the bulk of MDB financing. 

o The borrowers: the poorest countries relying on concessional "soft loan" financing 
such as IDA are most at risk since U.S. cutbacks entitle other donors to do the 
same. Sub-Saharan Africa, which receives half of IDA funding, is particularly 
vulnerable. 

The MDBs: A Development Agenda Serving U.S. Interests, page 5 



U.S. arrears are spread across all the institutions: (dollar figures in millions) 

World Bank 

IBRD (hard) $51.2 
IDA (soft) $309.5 
IFC (hard) $38.7 

Inter-American Development Bank 

OC (hard) $2 8 
FSO(soft) $1.0 
lie (hard) $0.2 
MIF (soft) $35.0 

European Bank for Reconstruction and 
Development 

EBRD (hard) $8i.i 

Asian Development Bank 

ADB (hard) 
ADF (soft) 

African Development Bank 

AFDB (hard) 
AFDF (soft) 

S265.0 

$0.1 

$62.2 

The issue of arrears is not just a numbers exercise; important U.S. interests are at 
stake. In order to preserve U.S. leadership and safeguard the benefits we receive fi-om the 
MDB system, the Administration believes it important to eliminate U.S. arrears on these 
internationally negotiated commitments. The Administration plans to do this over a four 
year period, beginning with fully clearing arrears to the IFC and the IDB this year, and also 
starting to clear arrears to the IBRD and the AFDF this year. At the same time, the 
Administration is committed to reducing the cost to the United States of any new MDB 
funding arrangements. 

Attachment: Background - Role and Operations of the MDBs 
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Role and Operatioris of the MDBs 

The World Bank and the four regional banLs - the Inter-American Development Bank 
(IDB), Asian Development Bank (ADB), the .Airican Development Bank (AFDB), and 
the European Bank For Reconstruction and Development (EBRD) - were established to 
promote sustainable growth in developing countries and transitional economies. 

Economic policy reform and poverty reduction are central to MDB mandates. 
Experience has demonstrated that borrowing countries are more likely to accept and act 
on loan conditions set by the MDBs than bilateral donors. The World Bank is generally 
the lead donor negotiating macroeconomic and other free-market reforms, which benefit 
from Its strong in-house analytical capabilities. Effective World Bank led cross-
conditionality among donor programs has also proved to be a powerful tool for 
advancing reform. 

With the exception of the EBRD, each MDB has both a "hard" and "soft" loan window. 
The hard loan windows lend on near market terms to the more advanced developing 
countries. Loans are largely funded by MDB borrowings in intemational capital markets 
and require very little direct contribution from the United States and other donors. The 
soft loan windows, the World Bank's International Development Association (IDA) being 
the largest, lend on highly concessional (80-90 percent grant) terms to the poorest and 
least credit worthy developing countries. "Soft" loans are financed largely from direct 
donor contributions. 

Members subscribe to two types of capital in the hard loan window.s: (1) actual cash 
transfers of "paid-in" capital, which can be as little as 2.5 percent of the total capital 
subscribed by members, and (2) "callable capital", a contingent pledge by members to 
provide capital if necessary to meet the MDBs' debt servicing obUgations on their market 
borrowings. No MDB has ever needed to ask members to pay callable capital 
subscriptions, and we do not expect any to do so in the future. 

o Because paid-in subscriptions to the hard loan windows are much smaller than the 
callable portions, relatively low budget outlays are highly leveraged. For example, 
for every dollar of U.S. paid-in capital, the Worid Bank has lent $122. There is 
also major leveraging in the hard loan windows of the regional MDBS: $40:1 in 
the IDE, $61:1 in the ADB, and $83:1 in the AFDB. (The EBRD has not been 
operating long enough to derive a meaningful, comparable number.) 

o Leveraang in the soft loan windows is less than in the hard windows, but is still 
significant, e.g., for every dollar the U.S. will contribute to the Tenth 
Replenishment of IDA, IDA will be lending almost six dollars. 

The MDBs will approve new loans totalling roughly $45 billion this year. These 
resources, and the MDBs' vast reservoir of technical and analytical expertise, give the 
institutions a central role in the economies of many developing countries. The MDBs 
pursue a broad range of inter-related activities ranging from the adoption by borrowers 



of sound economic policies to the effective implementation of sustainable development 
policies. Non-lending activities (e.g., resource mobilization, consultative groups, 
economic and sector studies, policy guidance, and research) are of major^and growing 
benefit to the intemational community. 

Asia and Latin America are the largest regional recipients of MDB funding, although 
increased attention is now being placed on supporting adjustment and reform in Eastem 
Europe and the countries of the Former Soviet Union. Sub-Saharan Africa is a major 
recipient of concessional "soft" loans, and receives about one-half of IDA funding. With 
few exceptions (i.e., Iran, Sudan and Equatorial Guinea), the country allocation of MDB 
funding accords very well with U.S. interests. 

For development assistance to be relevant, it must not only be delivered but be effective. 
Performance problems are a constant concern of the development community, reflecting 
the inherently difficult task of development, as well as deficiencies in donor process and 
procedures including the tendency to over-emphasize lending quantity as compared to 
lending quality. Managerial and institutional weaknesses in borrowing countries on 
which the ultimate responsibility for operational success or failure so heavily depends 
pose senous constraints. Countries with the greatest need or extemal assistance, e.g., the 
low income counties of Sub-Saharan Africa, are often the ones least able to use it 
effectively. Capacity building in such countries is a difficult, long-term effort. 

The Worid Bank's October 1992, intemal evaluation of its portfoho performance (the 
"Wapenhans Report") documented a gradual deterioration in the performance of the 
Bank's project portfolio, i.e., the share of projects with "major problems" had roughly 
doubled over the last decade (to 20 percent in FY 1991), and only 63 percent of the 
projects completed in FY 91 were judged ":satisfactory". Factors contributing to 
declining performance included difficult global conditions, and deteriorating instimtional, 
policy and macroeconomic environments in borrowing countries. The Report also 
identified Bank policies and practices as both contributing to portfolio problems and/or 
bemg insufficiently effective in resolving them. These problems are not unique to the 
Worid Bank; in fact, they are shared by the regional MDBs as well as by bilateral donors 
including the United States. 

The Administration has commended the Wapanhans process and has strongly 
encouraged and supported the preparation and implementation by the Worid Bank of a 
sound action plan responsive to the Bank's initial report. The action plan initiated by 
the World Bank in July 1993, was strongly supported by the United States and 
established a comprehensive process foi- strengthening efforts in such key areas as: 



0 use of the country portfolio (rather than individual projects) as the central basis 
for performance management, 

o more active project/portfolio restructuring (including cancellations), 

0 improving the quality of projects at entry, 

0 improving the Bank's role in project performance management, 

0 enhancing the Operations Evaluation Department's independent accountability 
role, and 

o enhancing skills, training and incentives for management and evaluation. 

The Administration has also pressed for similar reviews in the regional MDBs. In the 
Inter-American Development Bank, a review of the loan portfolio was prepared in 
October, 1993 (the 'Tapoma Report"). The Asian Development Bank and the African 
Development Bank are in the process of preparing similar reports. 

Another key Administration objective relates to promoting more transparency in MDB 
operations. The United States was successful in encouraging the necessary consensus 
among other Board members to develop a substantially more open Worid Bank 
information policy. The new policy, approved in August 1993, establishes a public 
information center and significantly expands the scope of technical and other 
information, including environmental assessments, made available to the public for all 
Bank projects under preparation. Key documents currently restricted to member 
governments will also be made available to the public once the documents are approved 
by the Executive Board. Ensuring full implementation of the new policy, and also 
getting similar policies adopted by the Executive Boards of regional MDBs, is a major 
Administration priority. 

The Worid Bank Executive Board also approved in September, 1993, the establishment 
of an independent inspection panel to address public concems on whether the Bank is 
observing its own policies, mIes and procedures in the design, appraisal and/or 
implementation of its operations. The panel will consist of three members and will 
receive requests for inspection presented by parties affected by Bank projects or by 
Executive Directors. 
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1384 
NATIONAL SECURITY COUNCIL 

WASHINGTON. D.C. 20506 

February 28, 1994 

MEMORANDUM FOR RONALD K. PETERSON 

FROM: WILLIAM H. I T o \ j J > ^ 

SUBJECT: Defense Draft B i l l DoD Authorization Act General 
Provisions (DoD 103-036) -^^^on Act General 

The National Security Council c;i- = f f 
b i l l . ^ council s t a f f concurs i n the Defense d r a f t 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D.C. 20506 

February 24, 1994 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

•f • .-0 

THROUGH: ROBERT BELL 

FROM: KEITH HAHN 

u \̂ — 

SUBJECT: Defense D r a f t B i l l DoD Au t h o r i z a t i o n Act General 
Provisions (DoD 103-036) 

The proposed l e g i s l a t i o n a t Tab I I establishes a cost of l i v i n g 
allowance designed t o reduce the loss i n purchasing power t h a t 
o f t e n accompanies the assignment of m i l i t a r y personnel t o high 
cost areas. Some m i l i t a r y members faced w i t h an assignment t o a 
high cost area e l e c t t o r e t i r e , or otherwise leave the service, 
r a t h e r than accept the loss i n purchasing power. The problem i s 
p a r t i c u l a r l y acute f o r Navy and Coast Guard personnel because 
coastal l o c a t i o n s tend t o be high cost areas. Some p o s i t i o n s i n 
these areas remain vacant f o r extended periods of time or are 
f i l l e d by j u n i o r members w i t h less experience. 

DoD c u r r e n t l y has long had a s i m i l a r program f o r m i l i t a r y 
personnel assigned t o Hawaii and Alaska. This program i s 
d i f f e r e n t from the Variable Housing Allowance program which only 
allows f o r d i f f e r e n c e s i n housing costs between duty assignments 
i n the U.S. 

Concurrence by: Jeremy Rc^'^n^ 

RECOMMENDATION 

That you sign the memorandum a t Tab I concurring i n the d r a f t 
Defense l e g i s l a t i o n . 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 
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EXECUTIVE OFFICE OF TEE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503 

February 22, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 
LRM #D-596 
DRAFT ̂ 458 

TO: Legislative Liaison Officer > 

-.u _ 'on-j^ fiA7-8478 - 234 
(b)(3) 

ACDA - " ' 
CIA - I 
COMMERCE " Michael A. LeviT^v - v'^*/-'^- 3086 - 324 
EDUCATION - John Kristy - (202)401-2670 - 207 
ENERGY - Bob Rabben - (202)586-6718 - 209 
FEMA - John P. Carey - (202)646-4105 - 327 
GSA - William R, Ratchford - (202)501-0563 - 237 
HHS - Frances White - (202)690-7760 - 328 
HUD - Edward J. Murphy, Jr. - (202)708-1793 - 215 
INTERIOR - Danny Consenstein - (202)208-6706 - 329 
JUSTICE - Sheila F. Anthony - (202)514-2141 - 217 
LABOR - Robert A. Shapiro - (202)219-8201 - 330 
NASA - Jeff Lawrence - (202)358-1948 - 219 

IC - Sonyia Matthews - (202)456-6722 - 429 
William H. Itoh - (202)395-3723 - 249 

- Jane Ley - (202)523-5377 - 261 
OSTP - Chris Clary - (202)456-7116 - 288 
STATE - Juli a C. Norton - (202)647-4463 - 225 
TRANSPORTATION - Tom Herlihy - (202)366-4687 - 226 
TREASURY - Richard S. Carro - (202)622-1146 - 228 
VA - Robert Coy - (202)535-8113 

[002] 

FROM: RONALD K. PETERSON (for) 
Assistant Director for Legislative Reference 

OMB CONTACT: MIKE GOAD (395-7301) 
Secretary's line (for simple responses)t 395-6194 

SUBJECT: DEFENSE Draft B i l l Department of Defense 
Authorization Act for Fiscal Year 
1995-General Provisions (DOD 103-036) 

DEADLINE: 10:00 A.M., MONDAY, February 28, 1994 

COMMENTS: Attached i s the analysis for seotlon 303 of tha 
subject draft b i l l circulated under cover of LRM i^D-551. 

OMB requests the views of your agency on the above subject before 
advising on i t s relationship to the program of the President, i n 
accordance with OMB Circular A-19. 

Please advise us i f this item v i l l affect direct spending or 
receipts for purposes of tha the "Pay-As-You-Oo" provisions of 
Title XIII of the Omnibus Budget Reconciliation Act of 1990. 



f a i f u a v : ^ B r r t u n wwi i r c r toH i i wr«~UBW 

SECnON-BY-SECnON ANALYSIS OF A BILL 

Sec. 303. Cost of Uving allowance for memben of the unifonird services assigiMd to 
high cost areas in the coodnental Uoited States. 

SccUoD 303(*) amaids chapier 7 of title 37, United States Code, by adding t new sectioa 434 
entitled "Cost of living allowance in tbe contioeotal United States.* 

Subsection 434<a) of tbe new section creates an entitiement to a cost of Uviog allowance for a 
member of the uniformed ••ivioes vsigned to high cost arM tn ifae contiaeotal United States 
(CONUS). "Kgh cost mom a CONUS location where the coK of liring exceeds • 
thresholdt as deflned tn subsection (g), above the national average cost of living. TUs threshold 
is determined as prescribed in subsectioa (e), but may not be lower than 5 percent. 

Sobwction 43Ab) of tbe new section establish^ that a inember is not eotided to an 
•llwancc while treveiin; between pcnnancot duty stations. The same rek applies to the 
variable houiing allowance under 403a(bXl) of title 37, United Sates Code. 

Subsection 434(c) of the new section establislies that a member serving an unaccompanied 
vaar of duty overseas is entided to an allowance based on the area where his depesdoots letide. 
The same role applies to the variable bousing allowanoe oader lection 403a(aXl) of title 37, 
United States Code. 

Subsection 434(d) of the new section establishes that a member assigiwd to a CONUS 
location, whose dependents must reside in a high cost area dsewbere, may af̂ Iy fbr an 
alloHance ba>ed on the location where bis dependcntt reside if it would be inequitable to base 
tbe al;o-.̂ ?ince cm the duty location. The sane rule applies to tbe variable housing allowaaoe 
under 403a(aX2) of title 37, United States Code. Regulations promnlgaied under subsection 
434(h) should establish criteria for the application of this rule. 

Subsection ^i<e) of the new section explains tbe msrhrnatiral prooesi used to determine 
eligibility for, and tls amount of, the cost of Kving allowaace for a grvan location. Tbe cost of 
living in each locadon is dtA ided by tbe nadonal avenge cost of living. If the result exceeds tbe 
threshold established jointly by the Secretaiies concerned, tbe basic pay of members asigned to 
that location is nailtiplicd by the percent by which the tfveshold is exceeded in order to 
detannine the amount of tbe allowance. The allowaooe it adjusted to maintain afier-UX 
purchasing power. 

Subsection 434(f) of tbe new section defines cost of living,\Jt., the starting point for the 
calculations set forth in the preceding sabsection. Since tbe matbematical process described 
above b^'ns by dividing tiK cost of living in a given location by tbe national average cost of 
lin ing, it is impoitaot to note those elemaou of the definition that are location-specific (ac 
opposed to averaged) and those that are standards. 



FEB 17 '94 9:37 FROM COMPENSflTION-OSD PASE.0e3 

The definition includes only nonhousing costs (goods, services, and transportation); this 
element is location-specific in tbe numerator of die calcnl̂ on and is averaged in die 
denominator. It excludes honsing beeanse Buctuatioos in housing ooeU ara covered by a variable 
housing allowance. It includes average income taxes in tbe numerator and in tfie denominator, 
this element is a standard fbr both sides of the calculation. If taxes are excluded, the resulting 
index is artificially high. The definition recognizes savings attributable to military bcilities 
(military exchange, commissary, and military health care) by deducting them from the nnmfintfnr 
and fiom the denominator; tUs dement is location-specific m the numerator and is avwaged io 
the (lenoralnatw. Family member food costs axe Inchided tn goods and services but the Servloe 
meniber's food costs are excluded by deducting the military subsistence allowance fiom the 
numerator and from tbe denommator; thus, the warba't st̂ stence ̂ owaooe is a standard. 

Subsection 434<g) defines "tfaiesbold" and directs that tbe annual selection of a ducsbold win 
be based on funds availabb fcr die (augram. 

Subsection 434(h) of the new section establishes thai members of reserve components 
ordered to active duty for less than 140 days are not entitled to the allowance. The same rale 
applies to variable housing allowarce; see 403a<bX3) of tide 37, United States Code. Hiay are, 
however, entitlod to navel and tfansportation allowances (per diem) if the active duty is away 
from their normal duty station; see 404<aX4) of dUe 37, United States Code. If ordered to active 
dut> for 140 days or noore, the assignment is considered a permanent change of station and the 
member « not entitled to per diem. In this latter situadoa the member would be entitled to die 
allowance under dus section. Tbe member would be entitled to tbe allowance if erdend to acdve 
duty in support of a "contingeDcy" opentioo rcgaztOeas of chffadon. 

Subsection 434(i) of tte new section recognizes that, within the fSramework of the legislation 
proposed, irgulstions are needed to refine its application. Since tbe legislation applies to all of 
tie nniforiEed services, the Secretaries should promulgate the regulation and will jointly 
establish a comnooo tbrasbold on an annual basis. 

Section 303(b) makes a cooforming clerical amendment to tbe table of sections at the 
beginning of Chapter 7 of such title. 

Members ofthe umformed services are fivquenUy required to move to high coat areas in the 
continental United States. The private sector pay scale in Ihcec aieas is able to leAect the higher 
cost Of living, bnt the military pay scale Is somewhat inflexlMe. An allowanoe rBlmbatses 
members for variations in the cost of boosing, but dtere is nothing similar to compensate for 
variation in nonhousing costs. Research reveals that these nonhousing costs vaiy ftom 5% below 
to 19% abova die national average. 

To Illustrate, a move-fiom Newport News, a location with a nonhousing cost of living only 
slighdy higher than tiK national average, to San Fiandsco results in a 11.7% loss in purchasing 
power. At die extremes, a move from Minot Air Force Base to Westchester County results in a 
25.5% loss in puicĥ ing power. Such'moves can have die effect to of negating two pay raises, 
one due to promotion and anodier due to longevity. One or two lours in high cost areas over die 



course of a career generate a loss in purchasing fKTwcr that, because cf ia magnitude, cannot be 
recouped. 

Fnrther, die disparity ia growing rather than «Hwtitfing A —mpling of US citiei showed a 
COM of Uving difference between lowest and hî ieat of 33% in 1980 and 53% in 1990. (Since 
these figures indude bousing costs, they are higher than tbose cited fai the first paragraph of dns 
section.) 

Aside from considerations of equity, assignments to high cost areas have an adverse impact 
en rsadinees. Soma members fiaoed with an assignment to a high cost area elect to retira, or 
otlierwiae leave die service, rather than accept the low in purchasing power. Tbe problem ia 
pazticidarly acute for the Navy and Coast Guard because coastal locatioDs tend to be high cost 
neas. Coast Guard and Navy assignments personnel report that some positions in high coat 
areas remain vacant for extended periods of time or are filled by jookt tnerobers with less 
cxperiotce. Otber services report that personnel in certain occupational specialties are repeatedly 
assigned to high cost areas. Analysuof reenlistmeat data fiom hi^ cost areas has shown a 
definite decrease in retention over a ten year period. The economic trend discnssed in the 
preceding paragrq>h portends even greater readiness probleras. 

Tbe propocad legislation establishes a cost of living allowanoe designed to reduce ttie loss in 
purchasing power that ensues upen assignment to a high cost area. Calculations disregard 
hou.<(ing and subsistence as these costs are addressed by otber allowances. Tbey taks into 
acootmt savings attributable to military facilities (coinmissary, exchange, and military health 
care) and relate tbose savings to die specific location. Also, the calculations recognize the fact 
that income taxes lepreseat a smaller portion of occt of living in high cost areas than elaewliere. 
Finally, the allowanoe is adjusted to maintain after-tax purchasing power. 

The entitlemeot only covers that pait of the cost of living In high cost areas that exceeds a 
specific threshold established by die Secretaries coocenied That threshold nay not be lower 
than S% above the national average. A threshold floor is established at that point because 
members may be assigned to areas where die cost of living is as mnefa as 5% below tha national 
average. Thus, assignmeats widdn that tea point range (5% below to 5% above die national 
average) tend, over the oome of a career, to oflbet each other. 

It is intended diat this legislatioo minor that regarding tbe variaUe boosing allowance in 
B»otion403aof title 37, United States Code. Two easeatia] diffareaoes lemaia: Vari i^ 
Housing Allowance applies in Alaska and Hawaii bat this allowanoe would not because ov< 
Cost of Living Allow'ance applies there; Variable Honsing Allowance has wid^tfiotd 
dependents rates bat this allowance would vary only on basic pay and location. 

bl sommazy, tiiis legislation proposes aa aDowance that merely protects service members 
from a catastroĵ e loss of purohaaiag power over the eoursa of a c 

Threshold levds would be set annually by the Secretaries concemed based on frmds 
available. Limited fiinds in FY95 would suggest a threshdd of 14% payable m the last quarter 



only. Outyear fimdswonld suggest an 8% duesbold. 

Tie eoeta to fund die CONUS oeat of living allowaaoe are as follows (million): 

Oastqtr) 

FY95 FYPfi FY97 FY98 I T O 

DoD Total $0.22 S24.9 S2S.6 $26.4 $27.2 

A* TOTAL PAGE.ees »A 



LRM #D-596 

RESPONSE TO LEGISLATIVE REFERRAL NEMORAMDUM 

I f your response t o t h i s request f o r views i s s i a p l * (e.g., 
concur/no comment) we prefer that you respond by faxing us t h i s 
response sheet. I f the response i s simple and you prefer t o 
c a l l , please c a l l the branch-vide l i n e shown below (NOT the 
analyst's l i n e ) t o leave a message with a secretary. 

You may also respond by ( l ) c a l l i n g the analyst/attorney's d i r e c t 
l i n e (you w i l l be connected t o voice mail i f the analyst does not 
answer); (2) sending us a memo or l e t t e r ; or (3) i f you are an 
OASIS user i n the Executive Office of the President, sending an 
E-mail message. Please include the LRM number shown above, and 
the stibjeet shown below. 

TO: 

FROM: 

MIKE GOAD 
Office of Management and Budget 
Fax Number: (202) 395-5691 
Analyst/Attorney's Direct Number: 
Branch-Wide Line (to reach secretary): 

(202) 
(202) 

395-7301 
395-6194 

(Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: DEFENSE Draft B i l l Department of Defense 
Authorization Act f o r Fiscal Year 
1995-General Provisions (DOD 103-036) 

The following i s the response of our agency t o your request f o r 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX RETURN of 
response sheet 

pages, attached t o t h i s 
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CC: 
J. Schtihart 
R. Dotson 
J. Fish 
A. Donahue 
D. Taft 
K. Maclntyre 
J. Foresgren 
A. Rooney 
J. Jukes 
E. Rea 
R. Bent 
B. Sasser 
R. Adkins 
R. Civiak 
C. Dennis 
D. Childs 
B. Rideout 
B. White 
R. Turman 
P. Weiss 
B. Dorotlnsky 
B. Clendenin 
H. Meyers 
T. Grams 
K. Fontenot 
N. Min 
S. Swain 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

F e b r u a r y 28, 1994 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH; 

FROM; 

SUBJECT: 

^̂ R'OBERT G. BELL 

STEVEN R. JONEsC^ 

OMB Proposed Amendment RE: S.1587, The Federal 
A c q u i s i t i o n Streamlining Act of 1993 (LRM 1-2113) 

OMB requested a quick-turnaround concurrence on the attached 300 
pages of a c q u i s i t i o n s t r e a m l i n i n g l e g i s l a t i o n . The l e g i s l a t i o n 
implements "Section 800" panel recommendations along w i t h r a i s i n g 
the s i m p l i f i e d a c q u i s i t i o n t h r e s h o l d t o $100,000 and implementing 
Defense A c q u i s i t i o n P i l o t programs. These i n i t i a t i v e s are high 
p r i o r i t y items t o achieve Secretary Perry's a c q u i s i t i o n 
s t r e a m l i n i n g goals. 

I have reviewed OMB's " l i n e - i n / l i n e - o u t s " and have no a d d i t i o n a l 
comments t o o f f e r . 

Concurrence by: Jeremy Rosnejt^^ 

RECOMMENDATION 

That you sign the memorandum a t Tab I . 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D C. 20506 

MEMORANDUM FOR JAMES J. JUKES 

FROM: WILLIAM H. ITOH 

SUBJECT: OMB Proposed Amendment RE: S.1587, The Federal 
A c q u i s i t i o n Streamlining Act of 1993 (LRM 1-2113) 

The NSC s t a f f has reviewed the proposed l e g i s l a t i o n and has no 
a d d i t i o n a l comments. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AMD BUDGET 

Washington, D.C. 20503 

February 25, 1994 

LEGISLATIVE REFERRAL MEMORANDUM 

/ 

LRM #1-2113 

TO: Legislative Liaison Officer -

AGRIC-CR - Vince Ancell ( a l l testimony) - (202)720-7095 - 230 
COMMERCE - Michael A. L e v i t t - (202)482-3086 - 324 
EDUCATION - John K r i s t y - (202)401-2670 - 207 
ENERGY - Bob Rabben - (202)586-6718 - 209 
HHS - Frances White - (202)690-7760 - 328 
HUD - Edward J. Murphy, Jr. - (202)708-1793 - 215 
INTERIOR - Danny Consenstein - (202)208-6706 - 329 
JUSTICE - Sheila F. Anthony - (202)514-2141 - 217 
OMB - Only, See D i s t r i b u t i o n Below - ( ) -
STATE - J u l i a C. Norton - (202)647-4463 - 225 
TRANSPORTATION - Tom H e r l i h y - (202)366-4687 - 226 
TREASURY - Richard S. Carro - (202)622-1146 - 228 
VA - Robert Coy - (202)535-8113 - 229 
AID - Robert M. Lester - (202)647-8371 - 202 
AOUSC - Robert F e i d l e r - (202)273-1120 - 245 
CEA - - (202)395-5036 - 242 
EPA - Thomas C. Roberts - (202)260-5414 - 326 
FEMA - John P. Carey - (202)646-4105 - 327 
GSA - William R. Ratchford - (202)501-0563 - 237 
NASA - Jeff Lawrence - (202)358-1948 - 219 
NEC - Sonyia Matthews - (202)456-6722 - 429 
NSC - William H. Ito h - (202)395-3723 - 249 
0PM - James N. Woodruff - (202)606-1424 - 331 
SBA - Christine Swedin - (202)205-6702 - 315 
USTR - Fred Montgomery - (202)395-3475 - 223 
CPPBSD - Beverly L. Milkman - (703)603-7740 - 290 
OGE - Jane Ley - (202)523-5377^ 261 

FROM: JAMES J. JUKES (for) (/') 
Assistant Director f o ^ ficgislatlve Reference 

OMB CONTACT: Jin BROWN (395-3473) 
Secretary's line (for simple responses): 395-3454 
Allan BROWN (395-3501) 

SUBJECT: OMB Proposed Amendment(s) RE: S 1587, The 
Federal Acquisition Streamlining Act of 1993 

DEADLINE: 5:00 MONDAY February 28, 1994 

COMMENTS: This "Line In, Line out" document incorporates the 
current draft of the Administration's proposed amendments to 
8. 1587. This document nuist be submitted promptly in order to 
be useful in the pending markups of this b i l l . Any proposed 
revisions must therefore be received by the deadline i f they 
are to be considered for inclusion in this package. 



OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President, in 
accordance with OMB Circular A-19. 

Please advise us i f this item will affect direct spending or 
reoeipts for purposes of the the "Pay-As-You-Oo" provisions of 
Title ZIII of the Oanibua Budget Reoonoiliatlon Aet of 1990. 

CC: 
Elaine Karmack 
John McClelland 
Bruce McConnell 
Peter Weiss 
David Haun 
Bob Damus 
Paul Welnstein 
Carol Dennis 
Allan Broim 
Alan Rhinesmith 
Doug Criscitello 
Jim Boden 
Steve Kelman 
Wayne Wittig 
B i l l Coleman 
Matthew Blum 
Margaret Yao 
Dorothy Robyn 
Jennifer Palmieri 
John Kamensky 
Gary Waxman 



LRM #1-2113 

RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM 

I f your response to t h i s request f o r views i s simple (e.g., 
concur/no comment) we prefer that you respond by faxing us t h i s 
response sheet. I f the response i s simple and you prefer t o 
c a l l , please c a l l tbe branch-wide l i n e shown below (NOT the 
analyst's l i n e ) t o leave, a message with a secretary. 

You may also respond by (1) c a l l i n g the analyst/attorney's d i r e c t 
l i n e (you w i l l be connected to voice mail i f the analyst does not 
answer); (2) sending us a memo or l e t t e r ; or (3) i f you are an 
OASIS user In the Executive Office of the President, sending an 
E-mail message. Please include the LRM number shown above, and 
the subjeot shown below. 

TO: Jim BROWN 
Office of Management and Budget 
Fax Number: (202) 395-3109 
Analyst/Attorney's Direct Number: 
Branch-Wide Line (to reach secretary): 

FROM: 

(202) 395-3473 
(202) 395-3454 

(Date) 

(Name) 

(Agency) 

(Telephone) 

SUBJECT: OMB Proposed Amendment(s) RE: S 1587, The 
Federal Acquisition Streamlining Act of 1993 

The following i s the response of our agency to your request for 
views on the above-captioned subject: 

Concur 

No objection 

No comment 

See proposed edits on pages 

Other: 

FAX RETURN of pages, attached t o t h i s 
response sheet 
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NATIONAL SECURITY COUNCIL 
WASHINGTON. D C 20506 

February 28, 1994 

ACTION 

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: \ROBERT BELL^i / 

FROM: KEITH HAHN ( J j 

SUBJECT: Commerce Proposed D r a f t B i l l on Telecommunications 
Amendments 

The d r a f t b i l l on Telecommunications Amendments a t Tab I I 
provides the Commerce Department's proposals f o r implementing the 
Adminis t r a t i o n ' s goals of p r o v i d i n g u n i v e r s a l service, promoting 
investment, p r o t e c t i n g competition, securing open access and 
adapting t o new telecommunications market conditions. The 
language i n t h i s d r a f t b i l l i s c o n s i s t e n t w i t h the determinations 
made, t o date, by the National I n f o r m a t i o n I n f r a s t r u c t u r e Task 
Force. 

Concurrence by: Jeremy Rosner 

RECOMMENDATION 

That you sign the memorandum a t Tab I concurring i n the proposed 
Commerce d r a f t b i l l . 

Attachments 
Tab I Memorandum f o r Signature 
Tab I I Incoming Correspondence 
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NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C 20506 

MEMORANDUM FOR JAMES J. JUKES 

FROM: WILLIAM H. ITOH 

SUBJECT: Commerce Proposed D r a f t B i l l on Telecommunications 
Amendments 

The National Security Council s t a f f concurs i n the proposed 
Commerce d r a f t b i l l . 
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,« Th. »«tln8 «8Ml.tory « H " " ^ ^ 

• Of i»S*in.Vb.lll-.«H«9 •! 
; »,l,nol09V..i™8«""'"VIX'"'"»""' 

b.,.Oon.«n,r.bvHnp.d.n,eon,p.«^bh.nd ,. Ou«,.n,pHvrt."^ 

^ M b , « « w o * . n d . . M o . . . ^ r . n , . . . t . , . d . . - . . d b v * . P - o . 

,7, A .t~.-«nn.d, .d.P«bl -V r...-™ «u.d provW. 

: ,.«„«,.n.iv-..prtv.«..dto,4™«>^^d.b,o.db.nd..n.r.o«v., 

^ .d . .h -MMo~. th . r .bypr i"™«n. -" lp '«*" ' " * ' ' ' "^""* 
^„,««on...™lc«.nd«.v.d..pr.«.-^n.b.«WP.h,,h,u..mr. 

; .4v.ne.d . . « ic . o«.r.d to * . P 4 » " 

W A n.w. n«r. t*db.. ' o t ^ ^ ^ ' 

; «^„o^M.ndh,.rKrtp,.o..jM.v*.h...»«»«*«"-'^^^^^^^^ 

^ « «-u™ ««.n*ort.n. vnlv.^.. . p . 4 '> l™' * ^ 

\ ,«ld«(cv go.lt oontlng. to b.m.t. 
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soi lon with ragard to 

9/1 

S(/2/94 5;00rM ' 

tht purpoaas of thla Titla ara -

(1) To anact a flaxibl., adaptabla rajjuiatorylrloKn. that ancouragos tha 

wltffipr̂ <i provision of broadband, Intâ t̂lvt, |U)h.d, dlgltat •arvlca. to 

; i wlda ranga of parsons and ptscas. »nol Jding bui net MmltwJ to homes. 

' bualnasses. classrooms, librarias. hospltils and OlinUsj 

(2) TP anoouraga tha davalopmant (ff broadJ)in̂ , Interactive, awhchad, 

^ digital aarvlcaa. whlla ansurlng that curr'ant aarvii >aa raiiad upon by the 

: public, Including basic talaphcna and capa talavl A wrvloas, oontlnua to . 

i bi provtdad at raasonabia prices and at high itVits of quality. 
0) TO ramova unnacassary and art ftelal bar isils to participation by tha 

prwata aactor In communications marlcrts. wWls arsurlng that consumers 

: rtmain protaotad from any antlcompatl Iva aotiv tie u and that 

oommunloations natyvorks that sarva tljia public srj Intarconnactad and 

; interepefebla. 

(4) TO artcouraga private Investmak prort» >ta and protect oompatWon, 

•r»d ar>oouraoa flaxiwa, rasponslva go>jernmant 
; communications networks. 

(5) To harmonlie rtflulatory provlilons ur̂ rfar jha Communications Aot 

of 1934. In order to provWa a mora ujilfled, atrsatinned approach to 

regulation of broadband. mteracUva, sUched. dl| iltal aarvteas, thereby 

•voiding the Imposition of conflteting ]pr duplKjjthla regulatory burdens on 

oommunloations service providers. 
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• ' ' TP provWe thai l^eril Commun|>atlons *jon|mlasloft flaklbllltv In th. 

I tat regulation can keep 

MUPT,i/2/^ 5:00 PM 

(0) 

f̂ ulatlon of auch communicattons sen/̂ es, ao I 

ppc with the rapid technotogical and m|irk.tplac|i cUnges that pervade th. 

tttecommuntoationa and information indpstnei. vrhii 

tdvanetng traditional universal eervlce gbels, and 

Commission has th. 

ilmllarly, rather than 

raaaoriabia terms end conditions for oor ̂ petltort enjl consumers alike. 

(7) To ensure that the Federel Communlcatlimi 

statutory authority to treat similarly alti atad fIrw • 

t«gulating firms accordlnfi to the teohrr rtogy tWi r ijse to transport 

mformitton. 

(S) To ensure provision, on a nonilscrlmifw to|y basis, of open acc.ss 

19 pommunlofltten. networks for Inforriatton pMivULrs .nd oonsumsr.. 

(9) TP facilitate the fealliatlon of tU goal t \$x 

result m the connection of all clissrooMs, llbrir aŝ  

the Urtlted States to the information Ir frastnict ir^ 

(10) Tc promote an open Iftfbrmajion ma* >tp 

tt reasonable prices, based on oonsur|er dempĵ d 

the mformstion Infrestnjctur.. j 

(11) To promote and devetop a s<clety whjari 

ivallabla to all pf opto, inciudino diiadirantaged, d 

rural uaara, as well es edwoationai, midtoai. anjd ijman business entitles, 

among others. 

. pr.s.rvlng end 

ensuring lust and 

prhr.te .ector activhiM 

hospitals, end clinics In 

ace, with services offered 

with expanded access to 

Information la easily 

sabtod, lowlncoma, and 
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Ctmmisslonwlth flexibility 

IllArrii/2/SK9$00FM ' 
T • iu i TO advance aubstar̂ tlal governrUntal â jj ijrst Amendment 

I intereat* In promoting a diversity of vtovi. provldi 4 jhrough multiple outi.f 

: by tnebtlng individuals and organteatlom| allk. to >ubMsh and otherwise 

mak. information avallabto In alectronte jform, lf*:|ud ng the deveiopmem of 

1 iQccI community networks. 

• (13) To provide the Federel Commu r̂ loattoris 

: to taltor Its regulations so that It oan pri vent abuse j of m.rk.t pow.r thet 

; couhi harm consumers or Impede compi itition. w wii. .nsuring that 

: government regutotton promotes new a U Inric vatton in technoiogles and 

• Hfvlcee, efficient Investment In JnfrastiUtufe d( ve Cpmern, and full end fair 

competition In ti^ offering cf telaccmn̂ unteattor s i erytaes to th. publto. 

Iicj704. MIW TTRE A0060 TO THI COMWUWCAT^ ACT. 

: The communications Act of 1934 (47 ^.8.C. 76l U ..q.) I. am.nd.d by 

•ddmg • naw Trtle Vll, entitied "l j" with tt a foltowing sections; 

-aMj.TOl.BtnNmoNS. 

|«Cr purpOHS cf ti>ls Title, tiie followtn|i term. iefin.dt 

•(i) -Titie Vn firm" meens a person tret Is .uf^w; to Federel 

CcfjwnuhtoMlcns Commisston lurlsdiotton unt er thi. t tto 

"(b) -Titie Vll broadband servtoes" m̂ ans bro'a ibi ind. Interactive, switch.d, 

#i|it*l transmlsston eervtees offered by Titie j^l flrmi to md users. 
; •(c) "Qther TWe Vli aervtoes" means ĵommunU ati w services offered by a 

TWp Vll Arm. other than Titto Vli broadband services. thiit (1) use tiie same 
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'24-3H 

99 

lnter«ctt'.f 

.ub].ot .tth.r to 

.witched, diglt.l 

mujiT s:oo m * 
fc l̂t|M Tnia Vll broadbahd servlcea, and ii) wouto 

comffion oarrter reguletion under TItto tl. or rejuletton ujidir Titie VI, If offered by 

ncn-tlti#Vllflrma. 

"(d) "Tltto Vll servloes" means Tltto Vll i)roedb.njd r̂vtoes and oth.r Thi. 

Vli eervloas. 

"saci T02. lUwawTv TQ HBCT imi v. intouun w 

: "(a) Ar»y person thet offer. brosdb»nd, 

•ervfees may atoct to apply to the Commission for su^ 

und4rtiito Titie. 
I 
I 

' *(b) To ba eltolbie to baqome a Title Vll firm hi 

appljcent must offer Titie Vll broadband sarvijjes to at 
; I 

wbscrlbers In tiiat atate. The Commission misy vwlve 

per̂ entace In spsclfic cases, or modify It by |ute of tfe[i.l.l .ppllcabltlty. It If finds 

doirjg ao would advance the goals of tills Ttt4> 

•Ic) A TWe Vll appltoant must certify t̂  the Corjirr̂  sston tiiat It meets the 

oendttton hi subsection (b),and provide such jjooumeh 
I 
I 

•• the Commission may require. Its election jto becoit o 

fff̂ ctiva 180 days foltowing such certlflcticjn and pr wl >lon of such e for wh oh #ŝ mentation end informetion, for ..ch st.< 

unto., ti). Commisston, efter notice and oonjmem, dî iipws tiw appllcatton prior 

to t ^ time. 
*ai|s. 903. (SOMMiaaioN AUTHOMTY. 

e<»rvtoesto be regulated 

I pirtlculeritate, the 

•ait 20 percent of tts 

th I threshoW subscriber 

atjon end other informatton 

TWe Vll firm v̂ ll become 

the condition I. met, 
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SCtAFTjUl/̂ ŝOOlM 
\ •(•) Tha Commisston shan apply the reguletory wtlnie esteblished under m 

w Titie to aU Tttie Vll services, but only In tt»osa States fbr 
I 1 

: the services la a Titie Vll Arm. 

'(b) Services subject to Commission aufhomy ur d.' tills TKto, including 

botii titie VH broadband aervtoes and other Tit i 

i to ewiiar the provistons of TWe ll or TWe VI. 

; -(c) The Commisston shell, by ruto, establish priolceiures and rtand.rd. 
i 

I neoaisary to implement this Title. 

e Vll Hr rtois, shell not be sub]«ct 

crrtor, or common ! •(d) Th. Commls.lon sh.il trest e Utie U flrmiit • 

oorrtor, whh respect to any Title Vll wrvlcs It' offsr., if )ri h. purposes of applying 

Socttons 810(b). 332(c), 39e(h)(1), 408,40?! 408(g)̂  41 )|b), 41010,412,413, 

418,i803(a), 803(b), 806, and 810 of this A4 . 

(to add savings Clause somewhere re ar y FCC tiki. 

etemmms from changes to AT&T Consem Dej»ree, e»H.tow: 

ilch e perMn offering 

l"(f) Notiiing In tills Title shell be construed as! Its ring tiie CommlNlon's 

•tictronto publishing, .nd 

refulttion of tti. aotivltias of tiie Ben Opereting Compa|ilrt und.r Tlti. II tii.t 

pertain to regulation cf [long dlstennl. msnufjioturlng, 
i 

iterr/i monitoring .wvtoe..! 

I •«c[T04.fT|«AMlJIS0l«aWTtollYAW^ 

' "(a) TWe Vll firms shall provide op.n atps. to t i.l' network, so tiiet 
I 

idysine, IncludlftO •nd users and Information Jervic ivl tors, oen use Title Vll 

aervicea to transmit infomiation. including voi^. data. 

11 or other authority 

m imvieea. 

an i video programming, on 
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Ji 

• e nof̂ -dleorlmlrtotory basts. The Commisston njay estab ish 

! enaufje that Titie Vll firms comply wtth tills proJvlston. 

'(b) The Commission shall edopt rules, 11 conauHjitto 

: fctatilsh unhrersat servtoe obligations appltoab e to Tlt|e 

' may Include c6ntributions, either finenoiat or ir*klnd, t̂  

•dvtooementcf universal service consistent vilth uniî ersa| servloe obllgetions 

imaoled under otiier TIties of tills Act, whstiî r or not thelTltie Vll firms ere 
~ ' J ; 

eub)ijct to the ret. reguletion previsions of tiili Title, i 

"(o) The Commission shall seek to prorr ote tiie ̂ te(conneotton and 

kitercperabnity of networks providing Tltto vii services. 

Comfnlsslon is authorized to take acttons tiiat facilitate 

prooessea. including ths promulgation of procedures ard t metables for the 

VI 

thi 

ruto.,.. n..d.d to 

in wttii the etatM, to 

flrnwi 8uch obtlgetion. 

preservation and 

To furtiier this go.l, th. 

Industry standardS'setting 

adopition of industry stsndsrds. Th. commisijton shall 

aotal̂ ttoh Interconnectton end Int.roperebiltty jtandardi 

finds thet th. induitry standards-setting process Is not 

thto ir>el virttiiln e reasonable period of time, or thet pr< miilgating auch stenderds or 

TWe. 

as are riifce issry and feasible to 

by Indlvtduato wWi 

requirements li necessary to advance the gos is of thlji 

: •(«) The Commisston shall adopt rutos 

•naijre that Tltto Vll aervtoes are eccesstbt. alid usabji 
1 

dtoattllMts, IhCtudtng Individuato with function al llmltet m i of hearing, vision, 

movjament. manipulation, speech end interpretation, aod ire •v.n.bie to en 

•tf u l̂onal Ihstitutions In the netlon. 

h.ye th. .uthorlty to 

or) requirements by rule If It 

fuhctionlng to accomplish 
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•(•) The commisston shall reguHite tiie jates for tttik Vll wrvices only If it 

fhidaithat a Tltto Vll firm has maricet ^vft w|th respec 11» euoh Mrvlces. Th. 

Commieslon shell conduct prccdlngs to ..t.|>lt.h gutc vU ie. or .und.rd. fcr 

tfaflnkig •maricet poyvar' for the offering of Ttî e Vll •ttvHtw. Th. Commission I. 

etoo luthorized to adopt transWonel ruiss. es lieeded, f >r t he epptlcetton of such 

ftse ̂ ulation before it has mmi. a dmwmlnetton rega ding a Titi. Vll firm', 

meridet power. However, th. Commission .hilt Impoij. sich tr.nsltional ret. 

regû tlon only en Tlti. Vll firm, that, at the ti ne of tiii >lr i ipptlcetton for Tlti. Vll 

etatiie, are regutoted by the Commisston undaf Tltto illi • i 
i 

mari«et power, or under Titie VI es a cebto operator tNe|i li 

eemfetWon. 
'(f) For any TWe Vll servtees subject to 

the authority to impose requirements to provide publto fioilce regarding such rates, 

thro49h tariffing or seme otiisr approprfat. mians, and Mtabllsh, by mto, 

pfoĉ ures and staridards to ensure thst ratat ere fust mil reasonebto. 

•(g) With respect tc the offering of Tltto Vli seW Ici >s, the Commission shall 

proniulgBte rutos, es necessary, to address tĥ  concrrj. iWftooted In Swttom 223 

tiirough 229 Of Tlfle H. 

'(h) The Commisston may edopt suoH reguletion. as nminsery to ensure 

thet the denvery of video progremmlng dIrmWy to .ubi eri itr. vta Thto Vli .ervtoes 

to ô nstotent with the principles and objectĥ eii of secti on i a2B(b), 811,814,815, 

end b32 ef thla Act. Providers of video progijammtntf i tlriotiy to subscribers via 

011 

6 

rate rogt totjion, th. Commission hss 

common c.rrler with 

not eubject to effective 
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THto Vll eervtoes shell be eubject to the peym n̂t of f..|i liViprnwi by a tocei 

frenchtoing euthority, In neu of the fees requlrid of e Ci bit 

822.: TTie rite at whtoh such fees ara imposed shall not eccoed the rate at which 

f̂ renehtoe fees ere Impossd on any cebto operttor tansmttjlng video programming 

ki ti4 aame aervtoe area. 
i 

"(t) The Commtoslon may also Impose Additional 
tosue! such orders, as nwMssry, to carry out the pur^ i.i 

leduresiar 

012 

PI 6/16 

re quirements by ruto, or 

of thto Title, 

isolvlng expeditiously 

to Vli fir n nnd alleging a viototion of 

' *q) The Commission shall establish pro 

•ny domptolnta fitod by eny entity against a Tl 

the terme ef TWe Vll, or a Commisston order issued pUfsu|int to itt Titie Vll 

authority. 

-esc j 781. CTATs AUTHONTY TO ptQuiATa Tnu i|s csavi^ 

i J. 
' "(a) Notwlthitandlng any oth.r provl.ic|n of this 

foveinmem may regutet. entry Into the martajt for the 

eervioea. ' 

"(b) State governments may regulate r̂ tes for ajiy 

pursuant to the euthority provided under thto 11tto. 

' *(e) Ne atate er local government may Ngulate fat̂ a for any Titie Vli 

Mrvtoe if the Commisston finds, or has found, 

pow^ bl the provtoion of such eervlce. 

"(d) States mey r.gutot. rat.i for Intraittt. . .hms, subject to the 

felto l̂nc oondltionsi 

that the TH e Vll firm took, market 

Adt, no state or local 

r̂ovlston of any THI. Vii 

Titie Vll services only 
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•(1) For tiiose Intrastate TW. Vll broadbaod ..n^lcs fOr whtoh th. 

r io< I.l. or .t.ndards 

vguletiÔ . fhe Commission .h.ll, 

itandard. in 

firm sul)ltt(|t to Stat, reguletion 

m.y petition the 

Commtoslon finding to subsection (c) heji not bean liisde, e etate mey 
I 

J 

regutote the retes for such s.rvto.s pursuant to 

fstibltohed by the Commisston for rate 

efter notice and comment, establish eû h model̂  w 

oensultation wttii the ststos. A Tltto VI 

under tills subsection, or any other Interested paly 

Commtoslon for review of th. st.t.'s oimpitoncr wfth th. Commtoslon'i 
i 
I 

mod.ls or stsndards for rate r.gutotionJ If th. C jirjmlsslon dscllnes tc 

review tbe state's action, It mey do MO in .n orid »r ̂ vtthcut .tating It. 

rtasons, and such order Is not subjeot ip eppeai 

Commission ecoepts the petition for review, tt nlusk provide th. strt., th. 
I 

Tltto Vll firm, and other interested pertip. an opi or unity to oomm.nt. 
I 

Follovirfng Its review of such comments!, the COr im sston shall tosue en 

order, Including findings on whether t4 *tat. hi is 

explanation of the commission's r...o|i., and id 

finds necessary, and such order shell bis subject to 

"(2) For tiiose intrastate other Tjltie vii ̂  trv 

Commission finding in subsection (c) hks not bssn regutote the retes for such ..rvto.s; prpvldsd tii it th. Comnnlsston m.y 

prcmpt such stst. rvgulation, but ontj to the e icti nt necsMry to .void 

013 

P03/C5 

io compttod, an 

ra^n. for .ueh rcltof .s it. 

Bppeel in the U.S. courts, 

ces for which ths 

made, states may 
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• direct ©Cnfilct between state reguletory bctions ahd be policies Implemented 

; under tiitoTWe. | 

' *(e) The commtoslon to gramed the eutkority to 
i 

regulations eeneernlng other terms or condWoiis of e Tltto 

only ie the extent such reguletion to found to i»onfltot ^ Ith 

I prevtolena estabitohed under this Tttie. 

708. i«MBMsa. 
•The commtoslon may award damages :c any pi rson oLtmlng to b. 

damaged by e Titie Vll firm for e viototion of, or folluri to bomply wHh, *ny 
1 ; 

prev̂ ton ef thto TWe or any Commission ordsf tosued! \ uriuant to thts TWe 
; i 

• c . 708. CONPORMWO AfMENDMCNT. 

: (.) Section Vll of the Communications Act of 19|}4i 

'MtoOelleneous Provisions* end Includes Sections 701 

Titie iviH and the Secttons renurhbered to be ljBctionS:801 

' (b) Section 2(b) of the Communications Act to ei nshdwl to rMd •Except as 

provided in secttons 223 tiirough 227, inclusive, and a Jb].ct to tiie provisions of 

eect^n 301, tltto VI, and Secticn 708 . . .* ! 

I I 

014 

PC2/"03 

preempt other .tete or local 

Vll fimi'. offering, but 

the potlcl.. and 

wNch to tebeled 

hr̂ ugh 713, Is chsngftd to 

through 613. 
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obliQation to Interconnect with the facll 

provWere of tetooommunlcatlons and In tormatibr 

nondiscriminatory terms. In eccordanoe 

ties end 

1934 (47 U.S.C. ft 
lEC. |l08. laSOOMMUNlCATlONS COMFETfnON. 

to) Section 2011a) of the Communioattojfis Act e 

201(a)) to amended by edding at the end tiiereof th. fa towing tonguag.! 

•The duties ef a carrier under Section 201 (e) of thto Act include the 

015 

P02/I6 

iqulpment of other 

services on ressonsbl. and 

wttii («!gutKtions adoptad by the 

U.S.C. I I 201 etMq.) to 

th. purpo... of 

. Commisston.". 

(b) TWe li of tiie Communteations Act it 1934 d»7 

am^ed by adding at the end the foltowing i|.w sewUni 
i I 

• • l i . 228. TILiCOMMUNlCATIONS COMPVTlTiON. 

•(e) OduOATiONS OF LOCAt HxcHANOi C^iws^l or 

prorating tiie development of competWon ei|d the ey iltobiitty of 

tetocommuntoattons end information servlces'to tiie piiblk within 1 year after 

enactment of tiito section, and constotent v>mh ita euthor ty under section 230(b), 
I 

tiie jcommtoston shall adopt reiiuiations to re |ulre ea|> • k eel exchenge cerrler, 
1 I 

upon bona flile request, to provide to any en |ty eeel̂  ig lo provide 

teiemmuhtoations services or information \ ervloes*-

' "(1) imerconnectton to the carrl ir's tel^ >mmunlcations facllWe. at 

•ny tachnlcally fCaslbto and economtoi illy reasb P».I ile point wWitn the 

carrtor'a networic. Such imerconnecflin shall 'fem iraliy entaU the ooltocation 
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' neceasary for interconnection et th. cilrtor*. pri. nli... Th. Commteston 

may •How actual or virtual collocation, ̂ s it finds tc 

nd sd basto, whsre 

to eny of the crrl.r'. 

.It nailing .ystsm., ess.ntist 

tetocommuntoations or Informstlon serv^c. end tjie 

to meet 

and ooonomtcally reasonabto; 

•(2) nondlscrirhlnetory eccess, ci| en unbiif 

teehntcally feestoie and economiosiiy rciscnsbto 

IMIIWes or informetton, including dstebises and 

to th. efflctont transmission, routing, of otiisr pr̂ vtelon of any 

nt.rop.r.bilfty Of both 

providers' n.tworks, as nwd.d to m..( th. purjjoses of tiito subswrtlon; 

•(3) nondtscrlmtnstory acci i , w[ier. t.crinto.lly fMslbt. .nd 

•oonomloalty reasonable, to the poles, iocts, cOiduHs, and rights-of-way 

cwntd or contrcltod by th. crri.r; 

"(4) nondiscriminatory aocsss tojth. nstvvori functions of the carrtor's 

telecommunications netv^rk, euch ai heal looi> tra(nsport (Including 

eennections between .nd usars end local end 01 Icia switches), tocal end 

offloe awttchtng, and transport b.tw..n toc.l er d t fflcs end b.tween locel 

end offioes and Interexcheng. cerrtor p()lnts of i|:|re|ence, whtoh .h.ll b. 

offered on en unbundled basto] and 

•(B) tetocommuntoations eervtoei and netjw k̂ functions wWiout any 

riitriottons on tiie resale or sharing of those ser Mc< is and functions. 

*(b) PMCMQ REQUUTiONS-Wltiiln 16 mc nths efti r ttiectment of this aeotlon. 
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be techntoelly f..slbto 

•nd j)On.totent with its authority under Hotio 1230(b). thi Commission shall adopt 
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randltior s under which a tocal 

ler^es, end functions 

. Such regulations shstt 

ciisr t.rm. end condWona 

to 

itiy 

I fiottlties, ssrvlcM, .nd 

IMlArr2/2/M5$00FM > 

resutotions estebltohlng the general terms end 

•xohinge carrier must provide the unbundled ĉllWes» 

requifed by paragraphs (1) through (B) of subsiMtlon (af. 

ensure, at a minfmum, that-
I 

•(1) the carrier provides those fCcilWel, siejrvtoes, end functions on 

Just, reasonable, end nondiscriminatory fstM utk 

] and thst they ere at least equal In type imd quail y ^ the facilities, services, 

and functtons that the csrrtor provides t > tts.tf aiiy other person; 

•(2) th. r.t.s chsrgad by tĥ  carrtsr for th 

functions requlrwf by peregrephs (1) through (8j 

' reflect) the costs Incurred In providing t|i.m. Nothing In tiito .ubseotlon .h.ll 

preclude th. us. of price cap or Incentii. regut̂ lior. 
t 

•(3) the carrier does not bundle together a ly 

functions for whtoh unbundling to technically fee ilb 

reasonebto. 

The Itatas may adopt reguletion. tmptomentirig thte .ubŝ ctlon and paragrephs (1) 

through (8) of subsection (.) for Intrestat. .erric so onj . . .uch regutotton. or. 

not l/>oonslstent wtth those edopted by the Commlssloi i. 

ebUgationa undar thto sactton, th. Comml.slot| and the 

rate jncraleses fCr any class or group of retepejiirere. 

9l lubMotlon (a) [recover or 

etoments, festur.., or 

s end eoonomtcalty 

n carrying out their 

States shall prevent undue 
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• "(0) TB.SCOMMUNICATIONS NUMSCT FOUTAjllUTY.-Ttie 

regulations to secure tetoccmmunlctione number ports bll^ 

iete.| Such regutetions shall ensur. th.t-

"(1) t.tecommunlcations numbsr bort.bUltV . 

request, in s msnnsr th«t te techntoally jtoastbtoii nd 

\ and 

"(2) an impsrtlsl entity shell .dm n̂tstsr 

and make such numbere avallabto on erj equhab 

The isommtoslon shafl heve exclusive Jurlsdlci 

Amertoan Numbering Plsn that pertain to tiie United (ftkteb 
i 

I 

"(d) ExtwrnONS ANO MooiFicATWNa.-The Comm islpn 

requirements of subsections (s) through (c) for eny em ill 

defiried by the Commission) or any loesl exchjing. crm 

Commission shall adopt 

at the eern.st possibl. 

lall b. .vsllabto, upon 

aoonomtoetly reesonable; 

til lobmmuntcatton. numbering 

oparbtas in a rural area, as defined In Seotlon 

I baste. 

on oveî  tiiose portions of the North 

681 ofitil 
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mey modify th. 

ocl .xchenge crrtor (as 

th. .xt.ntth.ttt 

Act 

.rto 
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SKAFT 2/2/94 5.i>0m 
ll^yiMIBTWATini^ m|ftg»PBTgD LAI IQIJAQE IQF>| OPEN ACCESS 

IMt "(d) NONDISCWMWATORY ACCESS RlQUIR^WTa FOjFI (̂ ASU TiUVWiON SYSTSMS--

•(1) WWiln 1 year after enebtme it of this sebtion, the Commisston 

•halt, after notice end comment, edopt Iregutatioi. 

to offer nondtecrimlnatory eccese to channel capac 

eommercial end noncommerctol use by pereone i lot 

axcept when technotogy. costs, .nd mlrkrt con Jit on. wouW meke .uch 

offering Inepproprtot.. Siioh nondteorlr iln.tory: i sqylrem.ni. wouto 

eupereede eny obllgetions imposed on ̂ hose cebto i>p.retore by Section 812 

of till. Act. The ch«nn.l c.p.clty .ubjict to noi idl̂ rimlnatory access 
j ! 

requlr.m.nts shall not Include any ectiifated chann̂ te thet are othcrwi*. 

reculred for use (or the use of whtoh tejprohlbtted) by Federot tow or 

regutatton. 

•(2) So far as to reasonebto, in o|der to ef Iclsntiy Imptomcnt tii. 

purposes of thto Aot and to ensure .imjtor reguli toi y treetmem for slmtlerly 

eituated firms, the regutotlons edopted jby the C >m nlsston pureuam to 

aubparagreph (1) ahslt serve to conforrJi cebto 0{».ritor.' nondt.crimln.tory 
i 

•ooess obligattons undsr this subsecttoji to tiiosp of tocal exchenge carriere 

under eectton 883« 
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.quiring cabto operetors 

ty on their .yst.ms for 

effillated witii tiiem, 


