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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

February 26, 1994

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH : ~ROBERT ‘B‘EL’L‘W
(P
FROM: kerTH HanN|
SUBJECT: Significant Military Exercise ARCTIC SAREX 94

Attached at Tab I is a proposed memorandum to the Executive
Secretary, Department of Defense, approving military exercise
ARCTIC SAREX 94. At Tab II Defense recommends approval and State
concurs.

ARCTIC SAREX 94 is a search and rescue exercise designed to
expand U.S. contacts with Russia 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 near Eielson Air Force
Base, Alaska March 20-26.

The critical cancellation date is March 4, 1994.

S

Concurrence by: John Beyrle

RECOMMENDATION

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

Attachments
Tab I Memorandum for Signature
Tab II 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: Significant Military Exercise ARCTIC SAREX 94

Military exercise ARCTIC SAREX 94 is approved.

William H. Itoh
Executive Secretary
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OFFICE OF THE SECRETARY OF DEFENSE

WASHINGTON, DC 20301-1000

23 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 critical cancellation date for this exercise

e i

Robert P. McAleer
Executive Secretary

Attachment:
As stated



UNCLASSIFIED

- JOINT STAFF
INFO SERVICE CENTER

ROUT INE IYUW RUHQSG61037 0250830
R 250530 Jwil 94 1IYB
FM USCINCPAC HONOLULU H1//33//
70 JOINT STAFF WASHINGTON DC//J7-JETD//
INFO AMEMBASSY MOSCOW AMEMBASSY OTTAWA
SECSTATE WASHINGTON DC//PM-1S0//
SECDEF WASHINGTON DC//USOP:SP/EP/ASD(ISA:EAPR)/
ASD:PA, PM-1S0/DUSK: SR//
JOINT STAFF WASHINGTON DC//J3/34/35/1
DA WASHINGTON DC//DAMO-CDO//
COMDT COGARD WASHINGTON DC//6-R//
USCINCTRANS SCOTT AFB IL//TCJ3/34//
CINCPACFLT PEARL HARBOR H1//N328//
HQ PACAF HICKAM AFB HI//DOR//
CDRUSARPAC FT SHAFTER H1//APOP/APOP-EX/OP//
COMMARFORPAC//G3// COMALCOM ELMENDORF AFB AK//J3//

UNCLAS //N03500//

SECTION 01 OF 02

EXER/ARTIC SAREX 94//

MSG1D/GENADMIN/USCINCPAC J3//

SUBJ/PART 1 SIGNIFICANT WILITARY EXERCISE BRIEF//

ARPN/POC/CHUCK ROYCE/COL/USCINCPAC J35/AT1-520477

RMKS/1. EXERCISE NAME: ARTIC SAREX 94

2. GEOGRAPHIC AREA: ALASKA

3. DATES: 20-26 MAR 94

4. CRITICAL CANCELLATION DATE: 4 MAR 84

5. TYPE: FIELD TRAINING EXERCISE

§. PURPOSE: ARTIC SAREX 04 (AS94) IS A USCINCPAC DIRECTED FIELD
TRAINING EXERCISE (FTX) DESIGNED TO EXECUTE COMMANDER, ALASKAN
COMMAND (COMALCOM) AUTHORITY AND RESPONSIBILITY FOR MILITARY SEARCH
AND RESCUE (SAR) IN ALASKA. THIS EXERCISE SUPPORTS USCINCPAC INTENT
7O EXPAND CONTACTS WITH THE RUSSIAN REPUBLIC™AND IS A PRIORITY EVENT
UNDER THE U.S.-RUSSIAN FEDERATION KILITARY-TO-WILITARY CONTACTS
PROGRAM. FORCES FROM THE U.S., RUSSIA AND CANADA WILL CONDUCT A
COORDINATED JOINT AND COMBINED SAR HISSION IN THE DESIGNATED
OPERATING AREA NEAR EIELSON AFB, FAIRBANKS, ALASKA.

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

(1) PC-1: PROVIDE HUMANITARIAN ASSISTANCE AND DISASTER RELIEF.

(2) PC-1 504: MAINTAIN REQUIRED COMMAND, CONTROL AND
COMMUNICATIONS.

(3) PC-1530: DEVELOP/COORDINATE OPERATIONS CONCEPT WITH
COUNTRY TEAM/USG AGENCIES.

(4) PC-1 539: COORDINATE WITH FOREIGN GOVERNMENT AGENCIES.

B.  OVERALL EXERCISE OBJECTIVES ARE 10:

(1) TEST AND EVALUATE MWUTUAL SEARCH AND RESCUE PROCEDURES WITH
FRIENDLY FORCES.

(2) MAINTAIN FORCE READINESS TO ASSIST IN PEACETINE .
HUMANITARIAN ASSISTANCE ACTIVITIES.

(3) PROMOTE RATIONALIZATION, STANDARDIZATION AND
INTEROPERABILITY FOR PEACETIME MISSIONS BETWEEN U.S., RUSSIAN. AND
CANADIAN SAR FORCES IN THL ARTIC AREAS OF THE NORTHERN PACIFIC
REGION.

7. OPLAN EXERCISED: NONE

8. POLITICAL IMPLICATIONS: THIS EXERCISE IS A FOLLOW-ON T0 THE
SEARCH AND RESCUE EXERCISE HOSTED BY RUSSIA AT TIKSI DURING 19-24 APR
93. AT THE TIKSI SAREX, THE COMMANDER OF 11AF DISCUSSED A FOLLOW-ON
EXERCISE IN ALASKA IN 04, THIS IS THE FIRST YEAR THE CANADIANS WILL

JOINT STAFF Vi 2
ACTION J7-JETD(3) (V.8,F)
INFO NMCC:CHO(I; 33(3) NIDS(1) J4(5) JA:SHEDENG-J(i&
£1§§) 35(1) J5:NAB-J(1) QUAL CONTROL(1) J7:3ECG-d(1)
E-J(1) J6U-(1) J1:PPPO-3(1)
+NEACP

SECOEF V2 17
ACTION : (U.8,F)
INFO  PIBD(1) SECDEF-N(1) USDP:FILE(3
usnn:15(1z USDA: 1P(2) AISD:PAtlg USDP:NSBCP(1)
USDP:DASDEUR(1) USDP:DSAA(1) usop-cu(lz
USOP:PPEAP(1) N&IA(1) USDP:EP(1) USDP:EUR POL(1)
USDP:NATOPOL(1) USDP:RSA(1)
+USDP:CLL
+SAFE

_________ —mm o~ smmAn fAn A~

PARTICIPATE. EXERCISE 1S EXPECTED TO BECOME AN ANNUAL EVENT IN

THE ARTIC REGION. , )

9. POLITICO-MILITARY SCENARIO SUMMARY: THE SCENARIO USED FOR THIS
EYFRCISE 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 REQUESTS FOR ASSISTANCE FRON RUSSIA AND CANADA. FIXED WING
AIRCRAFT FROM ALL THREE COUNTRIES WILL DROP HOSPITAL AND PARARESCUE
PERSONNEL TO THE 50 VICTIMS 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/LOCATION
20 MAR 04 EXERCISE PARTICIPANTS ARRIVE
21 MAR 94 BRIEFINGS AND AIRCRAFT PREPARTION
22 WAR 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
_ KEY PERSONNEL
26 MAR 94 REDEPLOYMENT

11. DIRECTING HEADQUARTERS: USCINCPAC
12. PARTICIPATING COMMANDS, HEADQUARTERS, AND FORCES:
A. UNITED STATES
UNIT AIRCRAFT/EQUIPMENT NO OF PERSONNEL
USARPAC-6TH INFANTRY DIVISION 15
RESPONSE CELL
IND BRIGADE

€/228 AVN 2 X CH-47
283 MEDEVAC 2 X UH-1
4/123 AHB 2 X UH-60
USCGD17 (COAST GUARD DISTRICT 17) 1 X €-130 12
: 1 X H-60
PACAF  11AF RESPONSE CELL 50
11AF RESCUE COORDINATION CENTER
354 FIGHTER WING
353 FIGHTER SQUADRON
AK ANC 144 TAS 1 X C-130 20
210 ROS 1 X HC-130
2 X-HH-60
B. FRIENDLY NATIONS:
CANADA 2 X C-130 25 (INCLD 15
SAR TECHS)
ATRCON, WINNIPEG 1 X TWIN OTTER
ATGHQ, TRENTON 1 X MAJAID KIT
(HOSPITAL)
RUSSTA 1 X AN-124 50
1 X AN-12
3 X MI-B
1 X ABN HOSPITAL

C. TOTAL: 252 PERSONNEL (157 U.S., 45 CANADIAN, 50 RUSSIAN).
U.S. TOTAL BREAKS DOWN TO: USA 75
usce 12
USAF  §0
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: FAR, STATE -

-

BT

UNCLAS  //N03500//

FINAL SECTION OF 02

EXER/ARTIC SAREX 94//

MSGID/GENADMIN/USCINCPAC 33//

SUBJ/PART 1 SIGNIFICANT NILITARY EXERCISE BRIEF//

RMKS/

DEPARTMENT, CUSTOMS.

14, SIMULATED USE OF MUCLEAR OR OTHER UNCONVENTIONAL WEAPONS: NONE
15. COUNTER ORUG OPERATIONS OR TRAINING: ~NONE '

16. COORDINATION WITH OTHER UNIFIED, OR SERVICE COMMANDS,
GOVERNMENTAL DEPARTMENTS, AGENCIES, OR REPRESENTATIVES: USDAO MOSCOW,
ASST SECREYARY OF DEFENSE FOR PUBLIC AFFAIRS, US PACIFIC COMMAND
OFFICE OF PUBLIC AFFAIRS.

17. RECOMMENDED PUBLIC AFFAIRS POLICY: RECOMMEND ACTIVE PUBLIC

==743532>

AR AANAE /IAENT [alalSINE LY A A L



AFEAIRS ROLE 7O PUBLICIZE THE CCOPERATION BETWEEN THE U.S., CANADIAN,
AND RUSSIAN MILITARIES IN AN ARTIC SEARCH AND RESCUE EXERCISE.
OBJECTIVES:

A VALIDATE THE CAPABILITY FOR JOINT U.S./RUSSIAN/CANADIAN

ARY SEARCH AND RESCUE OPERATIONS IN AN ARTIC ENVIRONMENT.

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

RESCUE EFFORTS.
C. EMPHASIZE THAT THE EXERCISE 1S THE FIRST INVOLVING COMBINED

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 MILITARY-TO-MILITARY
CONTACT PROGRAM, WHICH INCLUDES THIS SAREX, 1S 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 TIKSI 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,
RUSSIA AND KODIAK, ALASKA.

B. THE EXERCISE IS UNCLASSIFIED IN ITS ENTIRETY. CLASSIFIED
INFORMATION AND EQUIPHENT WILL BE SAFEGUARDED. U.S. EXERCISE .
PARTICIPANTS WILL RECEIVE A SECURITY AND FORLIGN DISCLOSURE BRIEFING
PRIOR TO THE START OF THE EXERCISE. -

10, 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 AND EXERCISED 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

MILIT

t

MON=Q4025/03398

S UNCLASSIFIED

JOINT STAFF
INFO SERVICE CENTER

DIy

I-7EA

YITEA

O=D__
IETD

EAD

IDD

MED

CwWrD

PSD

IS0

RFA

NI

MILSEC

] y

TOR=94025/05392

FILE

TAD=94025/05392

CDSN=MAZ 151
BN

~eo



| PR~ R L

-SREREE- SEelal I 1490

NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

February 26, 1994

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH : ~ ROBERT BELL \Q“‘(,{

FROM: KEITH HAHN

SUBJECT: Significant Military Exercise NOBLE STALLION 1

Attached at Tab I is a proposed memorandum to the Executive
Secretary, Department of Defense, approving military exercise
NOBLE STALLION 1. At Tab II Defense recommends approval and
State concurs.

NOBLE STALLION 1 is a bilateral multi-warfare exercise designed
to improve U.S. Navy, U.S. Air Force, Israeli Navy and Israeli
Air Force military capabilities in a variety of surface,
subsurface, ground and air warfare operations. It will take
place in the eastern Mediterranean and over Israeli airspace and
training ranges March 8-24.

The critical cancellation date is March 2, 1994.

pd
Concurrence by: Davirfield

RECOMMENDATION

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

Attachments
Tab I Memorandum for Signature
Tab II Incoming Correspondence
DECLASSIFIED
E.O. 13526
White House Guidelines, September 11,2006
By VL. NARA, Date \0]% olt
716 - 0162 -F

“SHEREE-

Declassify on: OADR
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

|

MEMORANDUM FOR COL. ROBERT P. MCALEER
Executive Secretary
Department of Defense
SUBJECT: Significant Military Exercise NOBLE STALLION 1

Military exercise NOBLE STALLION 1 is approved.

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

February 28, 1994

MEMORANDUM FOR SANDY BERGER, BO CUTTER, NSC SENIOR DI
LEON FUE?;H, KATIE MCGINTY AND GORDON/ADAMS

. vy
FROM: BOB FAUVER AND HELEN WALSH'ﬁyQ

SUBJECT: Next Steps in FY 95 Budget Requ#€st for the
Multilateral Development Bank

Treasury and State are coordinating the gislative strategy for
our budget request for the multilateral Mevelopment banks.

Recall that Congressional underfunding /f earlier requests
resulted in large arrears to the MDBs/(over $800 million). Thus,
our FY95 request comes at a critical/juncture. If it is again
underfunded, we will need to make sgme unpalatable choices, such
as renegotiating our MDB replenishfients, withdrawing or limiting
our participation in the regional/MDBs and -- regardless of the
choice -- accepting a weaker infZuence in these institutions.

Treasury and State’s basic legfslative strategy is to convince
the Hill that the MDBs are a_good value and are effective in
promoting key U.S. objectiveg (e.g., exports, the environment,
reduction of poverty, foreign policy goals in key regions like
the Middle East and FSU, efc.). They also want to demonstrate to
the Hill the high level of Administration support for this
request. (This was sore)y lacking in the Reagan and Bush
Administrations when th¢ MDBs suffered their largest cuts.) The
intent is to sell the B request on a retail level --
identifying, especial on, the House side, those members that
would have an intere in supporting the MDBs.

At the same time, e Administration is trying to provide
political cover f Congressional members. We understand that
the Vice Preside has been actively working with environmental
groups to defuse/the misquided campaign by some hard line groups
that "fifty yeafs is enough", i.e., the MDBs hurt the environment
and should be dismantled. Treasury has also been working within
the MDBs to sgcure reforms in areas that have been criticized by
NGOs and PVOg (e.g., greater transparency, more attention to
environmentdl assessments).

In the wefks and months ahead, it would be extremely helpful if
senior ite House officials would use speeches, interviews, etc.
to speAk out in support of our MDB budget request. Our window of
opportunity for influencing the debate is between now and June or
July, depending on how fast the legislative process works.



In this connection, we urge you to consider using upcoming events
for appropriate Presidential and Vice Presidential statements in
support of the MDBs. For example:

o G-7 Jobs Conference: could include an early Presidential
statement of our support for the work of the multilateral
development banks in creating economic conditions conducive
to growth and jobs.

o) Vice President Gore’s Trip to Latin America: could stress
the important role that the Inter-American Development Bank
and the World Bank have played in resolving the debt crisis
and promoting growth and good governance in Latin America.

o} D-Day Commemoration: could applaud the role the World Bank
played in rebuilding Western Europe and highlight the
similar challenge for the World Bank and the EBRD in Eastern
Europe.

In addition, when NSC provides clearance for various agencies’
Cabinet speeches or testimony, we need to be vigilant for
opportunities for similar statements.

Attached are papers that you might find helpful: timelines for
Congressional consideration of our request and upcoming MDB
meetings (TAB 1), an updated graphics package which Treasury
intends to hand out to public and the Hill (TAB 2), and a set of
talking points and background that you may wish to use (TAB 3).
As always, we would be happy to provide additional information or
help you draft any talking points on this.

Attachments
As Stated



CONGRESSIONAL TIMELINE, 1994
MULTILATERAL DEVELOPMENT BANKS

Appropriations Process:

February 7 Administration's budget submitted to Hill.
: Treasury briefings for Senate and House
Budget Committee, Senate Foreign Relations
Committee and House Banking Committee.

10

March 16~ Secretary Bentsen testifies before House
Appropriations Committee, Sub-Committee on
Foreign Operations (Congressman Obey, Chair).

March 22 Secretary Bentsen testifies before the Senate
Appropriations Committee, Sub-Committee on
Foreign Operations (Senator Leahy, Chair).

Late May/ House Appropriations Sub-Committee and full

Early June Committee mark-up MDB legislation. House
floor takes up bill.

September Senate Appropriations Committee marks-up
legislation and floor action takes place.

October House/Senate Conference on legislation.

Authorization Process:

March Administration submits authorizing
legislation for the Global Environment
Facility to House and Senate.

April Administration submits authorizing
legislation for IDB replenishment to House
and Senate.

May Administration submits authorizing
legislation for African Development Fund
replenishment to House and Senate.

June | Possible hearings by House Banking Committee
(Sub-Committee on International Development)
on Administration's authorizing requests.

June/July Senate Foreign Relations Committee marks-up
MDB authorizing legislation (probably will be
included in the Foreign Assistance Act).

July House Banking Committee marks-up MDB
authorization legislation.

July/September Floor action in House.

September Floor action in Senate

September/October House/Senate Conference.



Mar 7-8

Apr 11-13

Apr 18-19

Apr 25-26

KEY UPCOMING MDB MEETINGS AND MAIN OBJECTIVES

IDB_Eighth Replenishment Negotiations (Washington)

- arrive at a funding agreement which maximizes
concessional flows to the poorest countries in the
region (which may require further negotiations,
since achieving an agreement consistent with our
goals may take more time than anticipated)

IDB Annual Meeting (Guadalajara)

-~ sign eighth replenishment agreement upon
successful completion of negotiations

- ensure implementation of management and loan
quality reforms

EBRD Annual Meeting (St. Petersburq)

- 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

- stress the importance of the Bank’s political
mandate as an integral part of lending policy

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



May 3-5

Apr 22-23

May 11-13

SEODF 7541

-2~

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 1V.

=~ seek enhanced environmental monitoring and
greater private sector participation in ADB
operations

AfDB Seventh Replenishment Negotiations (Geneva)

- finalize an Agreement which stresses improved
loan qualitx and commits the US to only $105 million
in each of three years

- insist on creation of an inspection function, an
information policy, and inclusion of good governance
lending criteria

AfDB Annual Meeting (Nairobi)

- sign AfDF seventh replenishment agreement upon
successful completion of negotiations

- Press for improved transparency and
accountability of the AfDB overall

=~ avoid management moves for an early capital
increase (Pre-1996) for the Bank as a way to solve
its weak loan performance



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)
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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?

At e M pt st

* 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)
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MDBs Support The Environment
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MDBs Respond Rapidly
to Important U.S. Initiatives

AR AR

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.

B g - SO 1 oy

ke MBS S AL S T AT AR

$45 billion in MDB commitments
to regions of the world

$2.0 billion U.S.

pays MDBs
(FY 1995)

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 : ol N
Turkey India AP e, |

Eximbank[N $1.9

MDBs $56.6




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

> $7 billion
> $5 billion More U.S. Exports

From MDB
Supported Adjustment

> $2.2 billion
Direct MDB
Procurement

$1.6 billion

U.S. Paid MDBs 42,000 U.S. Jobs
(FY 1993)

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.
v Direct help to poor people.
v Promote democratic values.
v Protect the environment.

* MBDBs increase global economic growth.
MDBs cost little.

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



DEPARTMENT OF THE TREASURY

WASHINGTON
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 poiitical
objectives abroad. They are the most effective aid instrument in promoting economic
policy reform in developing countries.

MDBs provide benefits 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
countries 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. contribution to the MDBs of $1.5 bilion. 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 Latin
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 leadership » 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.



U.S. Stake in Developing Country Growth

~
N

The MDBs are the most effective aid instrument for encouraging developing countries
to undertake the economic policy reforms necessary to become free market-oriented
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.

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 inciude 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 t‘he U.S. domestic economy is increasing. U.S.
exports to developing countries increased from $73 billion in 1987 to $185 billion in
1893. 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 $360 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 World 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 Eastern 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

The MDBs: A Development Agenda Serving U.S. Interests, page 2



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 refiect 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 World Bank’'s commitment 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 reform, promotion of individual opportunities, poverty reduction (including
increased social sector lending), good governance, and environmental protection.

The MDBs: A Development Agenda Serving U.S. interests, page 3



MDB Cost-Eftectiveness

The cost effectiveness of the MDBs is demonstrated by the extent to which U.S.
financing generates substantially larger levels of lending. Leveraging is particularly 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 MDB8s 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 aré 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 $60 biliion in World 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 $7 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;

o 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);

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

@ World Bank plans to lend up to $1 billion annually to promote economic development
and transition in South Africa;

© 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 World 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
vuinerable. '

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



U.S. arrears are spread across
World Bank

IBRD (hard)

IDA (soft)

IFC (hard)

Inter-American Development Bank

OC (hard)
FSO (soft)
IIC (hard)
MIF (soft)

all the institutions: (doliar figures in millions)

$51.2
$309.5
$38.7

$2.8
$1.0
$0.2
$35.0

European Bank for Reconstruction and

Development
EBRD (hard)

$81.1

Asian Development Bank

ADB (hard)
ADF (soft)

African Development Bank

AFDB (hard)
AFDF (soft)

3265.0

$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 from 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

The MDBs: A Development Agenda Serving U.S. interests, page 6§



Role and QOperations of the MDBs

The World Bank and the four regional banks -- the Inter-American Development Bank
(IDB), Asian Development Bank (ADB). the African 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 international 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 windows: (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) "callabie capital”, a contingent pledge by members to
provide capital if necessary to meet the MDBs’ debt servicing obligations 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 World Bank has lent $122. There is
also major leveraging in the hard loan windows of the regional MDBS: $40:1 in
the IDB, $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 Leveraging 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 international 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 Eastern
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 serious constraints. Countries with the greatest need or external 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 World Bank’s October 1992, internal evaluation of its portfolio 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 institutional,
policy and macroeconomic environments in borrowing countries. The Report also
identified Bank policies and practices as both contributing to portfolio problems and/or
being insufficiently effective in resolving them. These problems are not unique to the
World 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 World 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 for strengthening efforts in such key areas as:
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0 use of the country portfolio (rather than individual projects) as the central basis
for performance management,

0 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

0 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 World 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 World Bank Executive Board also approved in September, 1993, the establishment
of an independent inspection panel to address public concerns on whether the Bank is
observing its own policies, rules 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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NAﬂONALSECUWTYCOUNC&
WASHINGTON. D.C. 20506

February 28, 1994

MEMORANDUM FOR RONALD K. PETERSON
FROM: WILLIAM H. ITO

SUBJECT: Defense Draft Bill DoD Authorization Act General
Provisions (DoD 103-036)

The National Security Council staff concurs in the Defense draft
bill.
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

February 24, 1994

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

LA
THROUGH: ROBERT BELL @g;;
FROM: KEITH HAHN
SUBJECT: Defense Draft Bill DoD Authorization Act General

Provisions (DoD 103-036)

The proposed legislation at Tab II establishes a cost of living
allowance designed to reduce the loss in purchasing power that
often accompanies the assignment of military personnel to high
cost areas. Some military mgmbers faced with an assignment to a
high cost area elect to retire, or otherwise leave the service,
rather than accept the loss in purchasing power. The problem is
particularly acute for Navy and Coast Guard personnel because
coastal locations tend to be high cost areas. Some positions in
these areas remain vacant for extended periods of time or are
filled by junior members with less experience.

DoD currently has long had a similar program for military
personnel assigned to Hawaii and Alaska. This program is
different from the Variable Housing Allowance program which only
allows for differences in housing costs between duty assignments
in the U.S.

Concurrence by: Jeremy ngﬁéyl
1/' N

RECOMMENDATION

That you sign the memorandum at Tab T concurring in the draft
Defense legislation.

Attachments
Tab I Memorandum for Signature
Tab II Incoming Correspondence
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EXECUTIVE OFFICE OF TEE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
wWashington, D.C. 20503

February 22, 1994

LEGISLATIVE REFERRAL MEMORANDUM

LRM £#D-596
DRAPT (458
TO: Legislative Liaison Officer -~
ACDA - =~ ° © mAeme L /9N21RA7-8478 - 234 [002]
CIA - | (0)(3) ]

COMMERCE =~ Michael A. Levitt = (cve;~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

C - Sonyia Matthews - (202)456-6722 - 429
Ciigigja William H. Itoh - (202)395-3723 - 249
- Jane Ley - (202)523-5377 - 261

OSTP - Chris Clary - (202)456-7116 - 288

STATE -~ Julia C. Norton ~ (202)647-4463 - 225

TRANSPORTATION ~ Tom Herlihy ~ (202)366-4687 - 226

TREASURY - Richard §. Carro - (202)622~1146 -~ 228

VA - Robert Coy - (202)535-8113 =~

FROM: RONALD K. PETERSON (for)

Assistant Director for Ledgislative Reference

OMB CONTACT: MIKE GOAD (395-7301)
Secretary’s line (for simple responses): 395-6194

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

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

COMMENTS: Attached is the analysis for section 303 of the
subject draft bill circulated under cover of LRM #D-5S51.

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 if this item will affect direct spending or
receipts for purposes of the the "Pay-As-You-Go" provisions of
Pitle XIII of the Omnibus Budget Reconciliation Act of 1990.
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SECTION-BY-SECTION ANALYSIS OF A BILL

Sec. 303. Cost of living allowance for members of the uniformed services aisigned to
high cost areas in the continental United States.

Scction 303(s) amcnds chaprer 7 of title 37, United States Code, by adding a new section 434
entitled "Cost of living allowance in the continental United States.”

Subsection 434(a) of the new section creates an entitiement to a cost of living allowance for a
member of the uniformed sarvices assigned to high cost ares in the continental United States
(CONUS). “High cost area® moans 4 CONUS location where the cost of living cxocods a
threshold, as defined in subsection (g), above the national average cost of living. This threshold
is determined as prescribed in subsection (e), but may not be lower than 5 percent.

Subrection 434b) of the new section establishes that 2 member is not entitled to an
allowance whilc traveling between permancot duty stations. The same rule applies to the
variable housing allowance under 403a(bX1) of tide 37, Unitwed States Code.

Subsection 434(c) of the new section establishes that a member serving an unaccompanied
tour of duty ovcrscas is entitled to an allowance based on the area where his dependents reside.
The same rule epplies to the variable bousing allowance under section 403a(a)(1) of title 37,
United States Code.

Subssction 434(d) of the new section establishes that a member assigned to a CONUS
location, whose dependents must reside in a high cost area clscwhere, may apply for an
allowance based on the location where his dependents reside if it would be inequitable to base
the aliowance on the duty location. The same rule applics to the variable housing allowanoe
under 403a(a)(2) of ttle 37, United States Code. Regulations promulguted under subsecton
434(h) should establish criteria for the spplication of this rule.

Subsection 434(e) of the new section explains the mathematical process used determioe
cligibility for, and the aroount of, the cost of living allowance for a given location. The cost of
living in each location is divided by the nadonal average cost of living. If the result exceeds the
threshold established jointly by the Secretaries concemed, the basic pay of members assigned to
that location is multiplied by the percent by which the threshold is exceeded in order to
detarmine the amount of the allowance., The allowance is adjustad to maintain after-tax

purchasing power.

Subsection 434(f) of the new section defines cost of living, i.e., the starting point for the
calculations set forth in the preceding subsection. Since the mathematical process described
above begins by dividing the cost of living in 2 given location by the national average cost of
living, it is important to note those elements of the definition that ure location-specific (as
opposcd 1o averaged) and those that are standards.
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The definition includes only nonhousing costs (§oods, services, and transportation); this
elcment is Jocation-specific in the numerator of the calculation and is averaged in the
denominator. It excludcs housing becanse Auctuations in housing costs are covered by a variable
housing allowance. It includes average income taxes in the numerator and in the denominator,
this element is a standard for both sides of the calculation. If taxes are excluded, the resulting
index is artificially high. The definition recognizcs savings attributable to military facilities
(military exchange, commissary, and military health care) by deducting them from the numerator
and from the denomibator; this element is Jocation-specific in the numerator and is averaged in
the denominartor. Faruily member food costs are Lnchuded tn goods and services but the Sexrvice
member's food costs are excluded by deducting the military subsistence allowance from the
numerator and from the denominator; thus, the member’s subsistence allowance is a standard.

Subsection 434(g) defines “threshold” and directs that the annual selection of threshold will
be based on funds available for the program.

Subsection 434(h) of the new section establishes that members of reserve components
ordered to active duty for less than 140 days are not entitled to the allowance. The same rule
applies to variable housing allowance; see 403a(b)(3) of title 37, United Statas Code. They are,
however, entitled to travel and transportation allowances (per diem) if the active duty is away
from their normal duty station; see 404(aX4) of ttle 37, United States Code. If ordered to active
duty for 140 days or more, the assignment is considered 2 permancat change of station and the
member is not entitled to per diem. In this latter situation, the member would be entitled to the
allowance under this section. The member would be entitled to the allowance if ordered 1o active

dury in support of a "contingency " operation regardless of duration.

Subsection 434(i) of the new section recognizes that, within the framework of the legisiation
proposed, regulations are needed to refine its application. Since the legislation applies to all of
the uniformed services. the Secretaries should promulgate the regulation and will jointly
egablish a common threshold on an annual basis.

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

Members of the uniformed services are frequently required to move to high cost arsas in the
contincatal United States. The private scctor pay scale in these arcas is able to refloct the higher
cost of living, but the military pay scale Is somewhat inflexibic. An aliowance reimburses
members for variations in the cost of housing, but there is nothing similar to compensate for
variation in nonhousing costs. Research reveals that these nonhousing costs vary from 5% below
to 19% above the national average.

To Jilustrate, 8 move-from Newport News, a Jocation with a nonhousing cost of Living only
slightly higher than the pational average, to San Prancisco results in a 11.7% loss in purchasing
power. At the extremes, a move from Minot Air Force Base to Westchester County results in a
25.5% Joss in purchasing power. Such'moves can have the effect to of negating two pay raises,
ovue due to promotion and another due to Jongevity. One or two tours in high cost areas over the



course of a career generate a loss in purchasing power that, because of i magnitude, cannot be
fecouped.

Further, the disparity is growing rather than shrinking. A sampling of US cities showed a
cont of living difference between lowset and highest of 33% in 1980 and £3% in 1900. (Since
these figures include housing costs, theéy are higher than those cited in the first paragraph of this
section.)

Asidc from considerations of equity, assignments to high cost areas have an adverse impact
on readiness. Some membcrs faced with an assignment to a high cost area elect to retire, or
otherwise leave the service, mﬂrrthmwwptthelmmmhumgpom The problem is
pamauulvacuteforﬁneNavydeoasthardbecausccoastallocaﬂonstmdtobehlghcost
areas. Coast Guard and Navy assignments personne] report that some positions in high cost
areas remain vacant for extended periods of time or are filled by junior merobers with less
experience. Other services report that personne] in certain occupational specialties are repeatedly
- assigned to high cost arcas. Analysis of reenlistment data from high cost arcas has shown a
definite decrease in retention over a ten year period. The economic trend discussed in the

preceding paragraph portends cven greater readiness problems.

The proposed legislation establishes a cost of living allowance designed to reduce the loss in
purchasing power that epsues upon sssignment to a high cost area. Calculations disregard
housing and subsistence as these costs are addressed by other allowances. They take into
acoount savings attributable to military'facilities (commissary, exchange, spd military health
care) and relate those savings to the specific location. Also, the calculations recognize the fact
that incorne taxes reprecent a smaller portion of cost of living in high cost areas than elsewhere.
Finally, the allowance is adjusted to maintain after-tax purchasing power.

The entitiement only covers that part of the cost of living in high cost areas that exceeds a
specific threshold established by the Secretaries concerned. That threshold may not be lower
than 5% above the national average. A threshold floor is established at that point because
members may be assigned to areas where the cost of living is as much as % below the natiopal
sverags. Thus, assignments within that tea point range (5% below to 5% sbove the national
average) tend, over the course of a career, to offset each other.

It is intended that this legislation mirror that regarding the variable housing allowance in
section 403a of title 37, United States Code. Two essentia) differences remain: Variable
Housing Allowance applics in Alaska and Hawaii but this allowance would not because overseas
Cost of Living Allowance applies there; Variable Housing Allowance has with/without

dependents rates but this allowance would vary only on basic pay and location.

In summary, this Jegislation proposes an allowance that merely protects service members
from a catastrophic loss of purchasing power over the course of a career.

Threshold levels would be set annually by the Secretaries concerned based on funds
svailable. Limited funds in FY9S would suggest a threshold of 14% payable in the last guarter
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only. Outyear funds would suggest aa 8% threshold.

The costs to fund the CONUS cost of living allowance are as follows (million):

(last qtr)
FY95 FY9 FY97 FY98 FY®9

DoDTotal $0.22 $249 8256 8264 8272

wx TOTAL PAGE.Q@RS »x»



LRM #D-596
RESPONBE TO LEGISLATIVE REFERRAL MEMORANDUM

If your response to this request for views is simple (e.qg.,
concur/no comment) we prefer that you respond by faxing us this
response sheet. If the response is simple and you prefer to
call, please call the branch-wide line shown below (NOT the
analyst’s line) to leave a message with a secretary.

You may also respond by (1) calling the analyst/attorney’s direct
line (you will be connected to voice mail if the analyst does not
answer); (2) sending us a memo or letter; or (3) if 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 subject shown below.

TO: MIKE GOAD
Office of Management and Budget
Fax Number: (202) 395-5691
Analyst/Attorney’s Direct Number: (202) 395-7301
Branch-Wide Line (to reach secretary): (202) 395-6194

FROM: (Date)
(Name)
(Agency)
(Telephone)

SUBJECT: DEFENSE Draft Bill Department of Defense

Authorization Act for Fiscal Year
1995~-General Provisions (DOD 103-036)

The following is 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 to this
response sheet
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508

February 28, 1994

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH : Q".I{O@:G—;EEE@B(’/

FROM: STEVEN R. JONES

SUBJECT: OMB Proposed Amendment RE: S.1587, The Federal

Acquisition Streamlining Act of 1993 (LRM I-2113)

OMB requested a quick-turnaround concurrence on the attached 300
pages of acquisition streamlining legislation. The legislation
implements "Section 800" panel recommendations along with raising
the simplified acquisition threshold to $100,000 and implementing
Defense Acquisition Pilot programs. These initiatives are high
priority items to achieve Secretary Perry’s acquisition
streamlining goals.

I have reviewed OMB’s "line-in/line-outs" and have no additional
comments to offer.

N\
Concurrence by: Jeremy Roshe 3/‘

RECOMMENDATION

That you sign the memorandum at Tab I.

Attachments
Tab I Memorandum for Signature
Tab II 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
Acquisition Streamlining Act of 1993 (LRM I-2113)

The NSC staff has reviewed the proposed legislation and has no
additional comments.
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EXBECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

Washington, D.C. 20503 /%£;i>(7
February 25, 1994

LEGISLATIVE REFERRAL MEMORANDUM
LRM #I-2113

TO: Legislative Liaison Officer -

FROM:

AGRIC-CR - Vince Ancell (all testimony) - (202)720-7095 - 230
COMMERCE -~ Michael A. Levitt - (202)482-3086 ~ 324
EDUCATION - John Kristy - (202)401-2670 - 207
ENERGY - Bob Rabben - (202)586-6718 - 209

HHS - Frances White - (202)690-7760 - 328

HUD - Edward J. Hurghy, Jr. - (202)708-1793 - 215
INTERIOR - Danny Consenstein - (202)208-6706 - 329
JUSTICE - Sheila F. Anthony - (202)514-2141 - 217
OMB - Only, See Distribution Below - ( ) - -
STATE - Julia 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 - 229

AID - Robert M. Lester - (202)647-8371 - 202
AOUSC - Robert Feidler - (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. Itoh - (202)395-3723 - 249

OPM - 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

JAMES J. JUKES (for) -
Assistant Director for lLegislative Reference

OMB CONTACT: Jim BROWN (395-3473)

B8ecretary’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 must be submitted promptly in order to
be useful in the pending markups of this bill. Any proposed
revisions must therefore be received by the deadline if 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 if this item will affect direct spending or
receipts for purposes of the the "pay-As-You-Go" provisions of
Title XIII of the Omnibus Budget Reconciliation Act of 1990.

CC:

Elaine Karmack
John McClelland
Bruce McConnell
Peter Weiss
David Haun

Bob Damus

Paul Weinstein
Carol Dennis
Allan Brown
Alan Rhinesmith
Doug Criscitello
Jim Boden
Steve Kelman
Wayne Wittig
Bill Coleman
Matthew Blum
Margaret Yao
Dorothy Robyn
Jennifer Palmieri
John Kamensky
Gary Waxman



LRM #I-2113
RESPONSE TO LEGISLATIVE REFERRAL MEMORANDUM

If your response to this request for views is simple (e.gq.,
concur/no comment) we prefer that you respond by faxing us this
response sheet. If the response is simple and you prefer to
call, please call the branch-wide line shown below (NOT the
analyst’s line) to leave a message with a secretary.

You may also respond by (1) calling the analyst/attorney’s direct
line (you will be connected to voice mail if the analyst does not
answer); (2) sending us a memo or letter; or (3) if 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 subject shown below.

TO: Jim BROWN
: Office of Management and Budget
Fax Number: (202) 395-3109
Analyst/Attorney’s Direct Number: (202) 395-3473
Branch-Wide Line (to reach secretary): (202) 395-3454

FROM: (Date)

(Name)

(Agency)

(Telephone)

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

The following is the response of our agency to your requést for
views on the above-captioned subject:

concur
No objection
No comment

See proposed edits on pages

Other:

FAX RETURN of pages, attached to this
response sheet
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P2 Relating to the appointment to Federal office [(a)(2) of the PRA| b(2) Release would disclose internal personnel rules and practices of
P3 Release would violate a Federal statute |(a)(3) of the PRA| an agency [(b)(2) of the FOIA]
P4 Release would disclose trade secrets or confidential commercial or b(3) Release would violate a Federal statute [(b)(3) of the FOIA]
financial information |(a)(4) of the PRA| b(4) Relcase would disclose trade secrets or confidential or financial
P5 Relcase would disclose confidential advice between the President information [(b)(4) of the FOIA]
and his advisors, or between such advisors [a)(5) of the PRA] b(6) Release would constitute a clearly unwarranted invasion of
P6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA|
personal privacy [(a)(6) of the PRA| b(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]
C. Closed in accordance with restrictions contained in donor's deed b(8) Release would disclose information concerning the regulation of
of gift. financial institutions {(b)(8) of the FOIA|
PRM. Personal record misfile defined in accordance with 44 U.S.C. b(9) Release would disclose geological or geophysical information
2201(3). concerning wells {(b)(9) of the FOIA]

RR. Document will be reviewed upon request.
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Clinton Library
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003d. memo For Robert McAleer from Marc Grossman. Subject: U.S. Freedom of 01/14/1994 P1/b(1)
Navigation (FON) Program. (1 page)

COLLECTION:

Clinton Presidential Records

National Security Council

Defense Policy and Arms Control (Robert Bell)
OA/Box Number: 263

FOLDER TITLE:
Chron File - February 1994 #2 [8]

2016-0152-F
vz4543

RESTRICTION CODES

Presidential Records Act - (44 U.S.C. 2204(a))

P1 National Security Classified Information j(a)(1) of the PRA|

P2 Relating to the appointment to Federal office [(a)(2) of the PRA|

P3 Release would violate a Federal statute |(a)(3) of the PRA]

P4 Releasc would disclose trade secrets or confidential commercial or
financial information {(a)(4) of the PRA|

PS Release would disclose confidential advice between the President
and his advisors, or between such advisors |a)(5) of the PRA|

P6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA|

C. Closed in accordance with restrictions contained in donor's deed
of gift.
PRM. Personal record misfile defined in accordance with 44 U.S.C.
2201(3).
RR. Document will be reviewed upon request.

Freedom of Information Act - |5 U.S.C. 552(b)|

b(1) National security classified information |(b)(1) of the FOIA|

b(2) Release would disclose internal personnel rules and practices of
an agency [(b)(2) of the FOIA|

b(3) Release would violate a Federal statute j(b)(3) of the FOIA|

b(4) Release would disclose trade scerets or confidential or financial
information [(b)(4) of the FOIA|

b(6) Release would constitute a clearly unwarranted invasion of
personal privacy |(b)(6) of the FOIA|

b(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA|

b(8) Release would disclose information concerning the regulation of
financial institutions {(b)(8) of the FOIA]}

b(9) Release would disclose geological or geophysical information
concerning wells |(b)(9) of the FOIA|
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DOCUMENT NO.
AND TYPE

SUBJECT/TITLE

DATE RESTRICTION

003e. memo

For the Under Secretary of Defense for Policy from Vice Admiral, R.

12/15/1993  P1/b(1)

C. Macke. Subject: Freedom of Navigation. (I page)

COLLECTION:
Clinton Presidential Records
National Security Council
Defense Policy and Arms Control (Robert Bell)
OA/Box Number: 263

FOLDER TITLE:
Chron File - February 1994 #2 (8]

2016-0152-F
vz4543

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P1 National Security Classified Information [(a)(1) of the PRA|

P2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P3 Release would violate a Federal statute [(a)(3) of the PRA]

P4 Release would disclose trade secrets or confidential commercial or
financial information [(a}(4) of the PRA|

PS Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]|

C. Closed in accordance with restrictions contained in donor's deed
of gift.
PRM. Personal record misfile defined in accordance with 44 U.S.C.
2201(3).
RR. Document will be reviewed upon request.

Freedom of Information Act - |5 U.S.C. §52(b)]

b(1) National security classified information |(b)(1) of the FOIA|

b(2) Release would disclose internal personnel rules and practices of
an agency [(b}(2) of the FOIA|

b(3) Release would violate a Federal statute [(b)(3) of the FOIA|

b(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA|

b(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA|

b(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

b(8) Release would disclose information concerning the regulation of
financial institutions |(b)(8) of the FOIA|

h(9) Release would disclose geological or geophysical information
concerning wells [(b)(9) of the FOIA|
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AND TYPE

003f. cable re: Iranian Straight Baselines. (3 pages) 10/28/1993 P1/b(1)
COLLECTION:

Clinton Presidential Records

National Security Council

Defense Policy and Arms Control (Robert Bell)
OA/Box Number: 263

FOLDER TITLE:
Chron File - February 1994 #2 [8]

2016-0152-F
vz4543

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P1 National Security Classified Information [(a)(1) of the PRA}

P2 Relating to the appointment to Federal office [(a)(2) of the PRA|

P3 Release would violate a Federal statute |(a)(3) of the PRA|

P4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA|

PS Release would disclose confidential advice between the President
and his advisors, or between such advisors |a)(5) of the PRA|

PG Release would constitute a clearly unwarranted invasion of
personal privacy |(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed
of gift.
PRM. Personal record misfile defined in accordance with 44 U.S.C.
2201(3).
RR. Document will be reviewed upon request.

Freedom of Information Act - |5 U.S.C. §52(b)]

b(1) National security classified information |[(b)(1) of the FOIA]

b(2) Release would disclose internal personnel rules and practices of
an agency |[(b}2) of the FOIA|

b(3) Release would violate a Federal statute [(b)(3) of the FOIA|

b(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA|

b(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA|

b(7) Release would disclose information compiled for law enforcement
purposes |[(b)(7) of the FOIA|

b(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA|

h(9) Release would disclose geological or geophysical information
concerning wells [(b)(9) of the FOIA|
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

February 28, 1994

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH: W&?"(

FROM: KEITH HAHN |}
SUBJECT: Commerce Proposed Draft Bill on Telecommunications
Amendments

The draft bill on Telecommunications Amendments at Tab II
provides the Commerce Department’s proposals for implementing the
Administration’s goals of providing universal service, promoting
investment, protecting competition, securing open access and
adapting to new telecommunications market conditions. The
language in this draft bill is consistent with the determinations
made, to date, by the National Information Infrastructure Task
Force.

—_ N

P
-y
&
Concurrence by: Jeremy Rosner

RECOMMENDATION

That you sign the memorandum at Tab I concurring in the proposed
Commerce draft bill.

Attachments
Tab I Memorandum for Signature
Tab II 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 Draft Bill on Telecommunications
Amendments '

The National Security Council staff concurs in the proposed
Commerce draft bill.
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| gac. 701, SHONT TME. '

i , This Title may be citad as the "l ; 1 Act of 1984."

! onc, 2902. FINDINGS. : '

i ;

. The Congress {inds that —
' (1) Communigations sorvice provld&o are on

‘

* brosdband, Interactive, switched dight ) mvloo'l’
" of places, Ingluding but not limited t0 homas. ©
" hospitals, and heaith cere fecliities: Th!au offer]

volce, high-speed date, and video cowibos provid

i ¢ over sdvanced network foollities. l

wrlno that offer
to persons in @ wide reng®

oas, classrooms, libreries,

ngs will Include » variety of

|
ed on en integrated besls

(2) Such providers face the potenﬁm ot bo'rtg Ieaulmd under two

diffetent parts of the Communications IAct of 1

3

- Title 1l {Common

Carriors) and Titie V1 (Coble COmmunl{:atlom). Trru praviders could also

bs subject to reguiation #t the state Iaik'ol for the

their offerings,

]
. i

orvioes.

intrastate components of

and ot the local level 1<>r ubh%mlwmon and poasibly ether
| :

(8) The ourrent regulatory onvlroi;imont Wil bé neodlessly overlapping,

complex,
broadband, interactive, switched, digital servige

snd potentially confiloting for omltléﬁ soking to provide
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| orase such lines entirely in the future. "

enitities in @ similar tashion.

of 1834 may be li-suted to sorvices o%rod l‘l

 formerly established lines batween mdmonnl vol

communications, end cable telavision céwlcoa. 2

(&) The gosls of compatitive hlmclo and @

(8) The existing raguintory schomo oraated

technology, as regulstory pollcm pnjcmd on

harm consumers by impading compe

Investment In network and service oﬂprlngo th

{7) A more streamiined, sdeptabl

. that the Feders! Communioations Comlssion fagu

R b )
T | . : ’
4-gef 03:p3 AN | ! éﬁ
| |
uAll"I' 3/2/94 5:00 FM - 3
. ' {4) Teohnologlos! gnd market changes sré ln : u#ulngly blurring the

s telaphony, date

d thass changes could

’ cltnt regulation requires

ate similariy-sitvated

by the Communications Act

a fosult of rapidly changing

outdeted distingtions can

ion end #Io oursging private sector
t 4re dasired by the public.

regulatary ogime would provida

grester iricantives for private sector fiyme to f;]ov de brosuband, Interactive,

twhehod. digital services, thereby pr$motlng

ompetition In the dellvery of

communications services end the wldospmd rvullnblllw of high quality,

pdvanced services offered to the public st rebgorjable prices.

(8) A new, more fisxible reguiatary oohafm n sliow for rapld
tachnological and marketplece changes, vmt!eLal o establishing mechanismé
b

|

to ensure that Irnporum univetsal oﬁrvloo.

officlancy goals continue to be met.

sumer pratection, end




@2r24794  12:13 | OMB LRD/ESGG

. S o |

H-G (0903 A | | My
T

|

:

| - |
’ Tm purpou: of this Titlo 8re -~ !

(1) To snact @ flexible, adaptable nJulmw rggime that encourages the

widespread provision of broadband, lnton"ctlvo. switbhed, digita! services to

. 4 wide range of persons and places, lno'lfdlno buJ not fimitad to homes,

' businesses, classrooma, libraries, hospitpls and olindo:
|
(2) To sncourags the development ?f broadbind, interective, switched,

while ensuring that cun“pnt urv’lcml relled upon by the

' digital services,
- publle, Including basie telaphone and cable wo\frl.tlo{r services, continue to .

s ¢ quality.

be provided et reasonable prices and atihigh lev
(3) To remove UNNBCASBRrY and artjficlet bérrloJ,m to participation by the
1

ong markets, while or‘suﬂng that consumers

- privete sector In communicat!
_ remaln protected from any nnucompnl‘lvo sotivitiey, snd that

_ gommunloations networks thet serve ‘?' publié jsrd Interconnected snd

1
{

Interoperable. 5

(4) To sricourage privete invmmTt. promtto and proteot competition,

and snooursge flexible, responsive go arnment iaotion with regard to
communioations networks, 3

(8) To harmonize regulatory prwlronn unider the Communicetions Act

of 1934, In order to provide a more u ifled, & tm#nnned approach to

regulation of broadbend, interactive, qwhchod. digital services, thereby
l»tlju regulatory burdens on

avoiding the imposition of conflicting pr dup!l

gommunioations setvice providars,

o<,

- - .

o e e e
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{8) To provids the deml commnﬁoatlons rmln
" poguistion of such communioations mv(on. so thet{regulation can kesp
pece with the repid technbioglos! and mbrwlao

relecommunioations snd information tndpnnn. whils pressrving snd

nges that pervade the

. advancing traditional univaresl sarvice gpolt. and: ensuring just and -

" sasoisble tarms end oonditions for corfipetitord ang consumers slike.
(7) To ensure that the Feders! Communications Commission has the

statutory authority to trest similarly sitiated firivs similarly, rather then
. reguiating firma acoording 1o the technology they use o transport

information,
{8) To ensure provision, on 8 non-éllcrlmmmty basls, of open access

: to communications networke for lnfor*wtlon providers and consumers.

(8) To facilitate the realization of t"vo gosi thet privete sector sctivitios
result in the connection of all classroons, Ilbrérjes} hosphaels, and clinics In

the Uited States 1o the informution irffrastruct ,:r-[
(10) To promote an open information markbtplace, with services offered

ot ressonsble prioes, based on consurher demand, with expanded 8068ss 10
|

the Informetion infrastructure. ,
(11) To promote snd dwolop a lc‘cloty »:T 1 information Is enally
sabied, low-income, and

avaliabls 1o all people, including disadyantaged,

rural ussrs, as well 93 eduoational, médioal, n‘rL gmall business entities,
{
.among others.
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(12) To advance oubmmlal govern|

lntlnm in promoting a dtversity of vlowa provld

12:14

QNB LRD/ESGG
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hontal apg FIm Amendment
hrough muitiple outiets,

: gy enabling individuels end oraanluﬂonil alike t0 u'lalloh ond otherwies

mllu information avuuablo in elactronic form,

Ioool vommunity nmwrlu

_to tallor its regulations so that It oan prevent sbu

oould harm consumers of impede compttmon, :‘Cn+ snsuring that -
ilon in technologles and

 government reguistion promotes new entry. in

(13) To provide the Federel Comm

cluding the development of

i

Tvlooﬂom Commission with fiexibllity

: setvices, efficiont investment in nnfmume d

so8 of market power that

vlopmom. and full end feir

oompctmon in the offering of talmcommunlcatlom gervices to the publio.

. e 704. NEW TITLE ADDED TO THE cowumm?m ACT,

. The Communications Act of 1934 (47 ps.c.?

| oddlno a new Title ViI, entitied °[

? --¢ 701. DAFNITIONS.
; For purposes of this Title, the fonowlnb torms aje ?.ﬂmdt
*(s) "Title VUl firm" means & person ;r{at Is w:j:o& to Fodcral

‘ owhmmmlm Commission jurisdiotion un4.r this
" *(b) "Title VIl broadband services” mJnm broaband, interactive, switched,

i: with

l

ﬂlnl transmission services offered by Titie Ml firmé
*(o] *Other Title VIl services” means 40mmunlc stibn services offered by a

Tmp Vil firm, other than Title Vii brosdband Powlm.

‘j1 ot seq.) ls emended by

¢ following seotions:

le

-3

0 pnd users.

thét: (1) use the sameé

ea?
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| mmgku 4 Titls VIl broadband services, and tj) would bo subject either to

f oommon oarvier regulstion under Title Il, or re viation uhdér‘nuo Vi, if offered by

fnon‘rmovnﬂm

Wi urvlou.
'Ic. 702. ELUGIBRITY TQ ELECT TITLE VA vamﬂpn

" wd) "Title VIl sorvioss® msans Titie Vi pmub-nu servioes end other Title

. w(a) Any porson that offers broadband, Interacitye, switohed, digitel

" uwicn may eleot to epply to the Commission for w@h sérvices to be regulated -

uner this Title,
' "(b) To be eligible to become & Title vil fitn I & phrticuler state, the

.ppttoont must offer Title Vii broadband urvl{m %0 st jsakt 20 percent of its

: wbloﬂborl in that state. The Commigsion mhy walve|the threshold subscriber

§ ‘olqg 90 would advance the goals of this 'nt$

poroontloo In specific cases, or modify it by Juln of genetul spplicadliity, it if finds

" (g} A Title Vil applioant must certify tL the Cornrr]i:ﬂon that it meets the

oondmon in subsection (b).and provide suoh booumohtm n end other information

se the Commission may require. Hs election! no beconte & Titls Vil firm will bacome

: mm 180 days following such cortmcatlén and provislon of wc-h

Mumnmion and information, for sach m‘o for which!the condition ls met,
unlén the Commission, after notice and oon';mom. disalipws the spplication prior
%o that tms,

| : !
*88r. 703, COMMISSION AUTHORTY, !
| .
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é'm' The Commission shall apply the uqumw f:ohlnr establishad under this
I

“Title o all Thtia VIl services, but only In thoss gtates for

. the urvlon is a Title Vil firm,

which 8 person offering

“*{b) Bervices subjoct to Commission tu#homy urjder this Title, including

both Tmo Vil broadband services and other Tn'o vil un
b onhtr the provisions of Title Il or Title V1.

mo“urv 10 Implement this Title. ,

vices, shall not be subjeat

; | %(0) The Commission shall, by rule, ow{bnah probnﬂum and standerds

5 "(d) The Commission shall treat @ Title Ms firm:

» & currier, or cOMMEN

oomdr. with reapect to any Titie Vil services n offers, ‘for {.ho purposes of applying

uouom $10(b), 332001, 998MHI(1), 408, 407 408(g)
41', BOS(I), $03(b}, 806, and 810 of this AcL

10(b, 410(0), 412, 413,

(w add savings claute somewhers re m{v FCC Title i or other authority

: mmmlnc from changes to AT&T Consent Det« oul

' ["(e) Nothing in this Titie shall bs cons
I

jslow!

d aw altollng the Commission’s

n.uhﬂon of the actlivities of the Bell Opomlnp Compahies under Title Il that

pmlln to regulation of [long distance], mnnufpoturlnu. islgstronic publiabing, and

dm\‘\ monitoring ssrvicss.]

.’ 'Ic, 704, STREAMLINID REGULATORY APFROACH lu'ml
g "m Titls Vil firms shail provide open agcess to:
cnqu. lncluumo end users and information Jorvlcu d

urv(cu 10 transit information, Including volLu dats,
i
g

1

sERVICES.
OIL networks so that

ors, can use Title Vil

I

sng video programming, on

PRI
- e nm——————en A .
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non-dwﬂmlmory basis. Ths Commission n'}ny establish rutes, as nesded to

mum that Title Vi firms complv with this provision.
: s{h) The Commission ohall sdopt rules, | oonsuithtion with the states, to

mbilth universs! ssrvice obligations applloabio to Title Vil firms, Such obligations

mly Inoludo oontributions, either fingnoial or in-kind, d» lthe praservation and

ﬁw}mmom of univarsal service conslstent with unhim servige obligations

Impoud under other Titles of this Act, whether or nox the: Title Vil firma are

NUHO! to the rate ragulation provisions of thl+ This. f
' *{o) The Commission shall seek to promots the iitefoonnection snd

“L further this goal, the

l
'
i
i

| morppmbnny of networks providing Titie Viliservices.
com‘n!ulon is authorized to take actions that ucllltm In#umy standarde-setting
pooonm. inolyding the promulgation of prochurou end t’mmbloo for the

uoptlon of industry standerds. The Commisgion shall leO the suthority to

sstablish interconnection and Intsroperability *undir:] (wiI requirements by rule if It

MI that the industry standards-setting proo‘u ls not fupctioning to accomplish

. this poul within @ reasonable period of time, o!r that p Ilgnlng such stendards or

i nqu?romonu 18 ngoassary to advance the gth ot thu 11 '

' ®{g) The Commission shall adopt rules s sre r_lcc ssry and feasible to

: mun that Title Vil services ers ccessible and uubilby individuals with
‘bobllltm. including ingividusls with funouo]al llmlut ng of heering, vision,
mo\lpmpnt, manipulstion, spsech snd interpr ‘tmon. gnd §re avaliable to ofl |

: i

: sdubational insthutions In the nation. ]

A l L]

. i |

| |
{
I
{
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| ®(0) The Commission shall reguiste the lllt" fof

ﬁndoi that 8 Title VIl firm has market powet respé
. ' |
Cominiasion shall conduct prooeedings to omhuh guldeiihes or standards for
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tI Vi services only if it

: suoh sarvices, The

defining "market poyver™ for the offering of 'n%!o i o:Ilc s. The Commission Is

" ale0 suthorized to adopt transitional rules, ws l}nd.d.-
. 1608 MUllt!on boion it has made @ dmrmlna‘xion regh

umlon only on Title Vil firms that, at the tims of th]
' mnn. are reguleted by the Commiasion und-t Titie 1
; mﬂm power, or under Title Vi 88 8 cable op7mor thia

oompotltlon

| | "{f) For any Titls Vi servioes subject to! rate rom

the quthoﬂtv to impose requirements to provlgto publi¢
through taritfing o some other appropriate rnJ‘um. and

: m;bdum and stariderds to ensure that rath ore just
: *{g) With respect to the offering of Titis Vii setyic

. 1
prorulgate ruies, as necessary, to address thilp concef

i

r llh. spplication of such
'dlﬁo e Title Vii firm's

: mnrkbt powsr. However, the Commission cthl lmpou sush transitional rate

r gpplication for Title VIl -
® § common oarrier with

! lg not subject to effactive

letion, the Commission has
notice regerding such rates,

toestablish, by rule,

n'I reasanably.
s, the Commission shal!

s reflscted In Sections 223

" " The Commission may adopt such rooulnﬂjnt;u neECesEery to ensure

that ‘tho delivery of video programming dlrwtly 10 sub

cribers via Title VI services

e oqmlmm with the principles end objmlvoh of »:trnb 326(b), 611, 614, 618,
: end 532 of this Act. Providers-of video. proglemlny

irgotly to subscribers via

!

e e Arem .
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s ifpossd by s looa!

m.hlllng authority, in flsu of the feos roqutr‘d ofe Jblu operstor under section

| 22, The rate at which such febs ars Imposs g shat

.

;hth&:umurvbum.

”wqr in the provision of such service.

! foMtoWing oonditions: i

xceod the rate at whioh

Wm feos 8re imposed on any cable ope tnnul\ltﬂng video programming

; ") The Commission may also Impose ddmonill nrulnmm by rule, or

lsaus suoh orders, o5 nevessary, 1o carry out the purpops

of this Title,

| *() The Commission shall establish pro sedures for "uolvlng expaditiously -

 sny domplaints filed by any entity ageinst 8 Tie VII fi
" the Wmo of Title Vil, or a Commission order Twnd pU

) | :
*mnc. 708, STATS AUTHONTY TO REGULATH TITLE Vo senvicep,

' *(a} Notwithstanding eny other provlakii'n of this

govemment may regulste entry Into the marlet for the

1
}

e (- No state or locel government may ‘anulm:l

servite if the Commission finds, or has found.,thnt the

' {d) States may regulate rates for lntn#tatt SO

¢
'
!
i
i

t&d slleging 8 violetion of
upnt to its Title VI

ACt, no state of loce!

prgvision of sny Title Vil

" "(b) State governments ﬁuy regulate r*tu for ahy MTitle V11 services only
' mtlhnt to the authority provided under this ‘i“mo.

ltt for any Tits VI

Titie Vil firm lacks market

ods, subject 1o the
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services for whigh the

Commission finding In subsaction (c) haL not bean deo, 8 stste may

 regulsts the rates for such services purjuent to.models or stenderds

: aatablished by the Commisaion for rate ouloﬂ$ '

’l‘ho Commission shall,

! after notios and comment, establish such modeld of standards in

* oonhsultation with the stutes. A Title Vi) firm sulijadt to atate regulation
. |

under this subsection, or any other Into}omd pajty; may petition the
{

Commission for reviaw of the atste’s odmpiiancq with the Commission’s

’ i
© models or standerds for rate reguletion. If the Cpmimission declines to

~ review the state’s action, it may do so ﬁn an ord r%vlthout stating its

. reasons, and such order I8 not subject (o appealin

Lm‘ V.8, courts. If the

Commission accapts the petition for m%ow, it hm provide the stats, the

* Titie VIl firm, and other interested plrtl’p an oprfo unity to commsnt.

 Following s revisw of auoh comments, the Corp

ssion shall lssue an

" order, including findings on whether th‘ state ro so complied, an

explanation of the Commission’s rouol\s, srd i

finds necessary, snd such order shall b subjeat to

rections for such relief as its

sppeel in the U.8. oourts.

*(2) For those intrastate other Tiis Vii sérvices for which the
i

~ Commisalon finding In subsection (c) his ot bigen

made, states may

regulate the rates for such aervices; provided TJM Commission may

presmpt such state reguiation, but ont% 10 the:

{
i
'
'
'
1

nt nacessary to avold

i
!

013
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| direct conflict betwaen stete regulatory :bctlom and ithe policies Implemented

unéor this Thie. i
| *(s) The Commission Is granted the om;\orlty to

ptéompt other state or local

" reguistions conoerning other tarms or condhloI::f a Titie Vil firm’s offering, but

; enly w the extent such regulstion s found to
P
provisions m‘abmhed under this Title.

-mJ 708, NemEDis,

‘ 'Tho Commission may awerd demages to any pdrson olaiming to be -

' dnmtgod by & Title VII firm for 8 viotetion of, or unur&

v‘tlon of this Title or sny Commission. ordor !uued': ursuant to this Title,

L 705. CONFORMING AMENDMENT.

© (s) Section VI of the Communications Act of 19B4{ which is lsbeled
'Mmllaneous Provisions® and includes Sections 701 hr{wgh 719, Is changed to

'ﬂtio Vllt snd the Sestions renumbered to be 49cﬂont 01 through 813.

(b) Soction 2(b) of the Communloatlonst

mvmd in sections 223 through 227, mcumr and &
| section 301, thie V1, and Section 708 . . .

Act Is efhedded to read "Exospt as

filct with the policies and

Lo pomply with, sny

\

Ibject to the provisions of




l 82/24/94 12:18 OMB LRDVESGG 015
1 .

azi-as-ea; 03:63 A POZ/16
- &
 DRAFT 212194 5:00 PM ;

: ) , . | .
%G, 10B. TELECOMMUNICATIONS COMPETITION,

" (s) Section 201{a) of the Communloatlo'bu Act of 1934 (47 US.C. 5§

201(e)) is amended by adding at the cnd thmfof the folloyving language!

~ *The duties of a carrier under Section 2&)1 {8) of thig Act Include the

. obligation to Interconnect with the faclijtles am:I pquipment of other
providers of tolecommunications and In rmatl&r uIrvlcu on reasoneble and
nondisoriminatory terms, in m:con:armi with reggumlonl adopted by the  °
. Commission,”, i
. {b) Title 1} of the Communications Act ét 1934: (@7:U.6.C. §8 201 ot 3eq.) Is
IMM by adding &t the end the following +ew ascripnt
cll! 229. TELECOMMUNICATIONS COMPETITION, ] |
; *(a) OBUGATIONS OF LOCAL EXCHANGE c}mauaw*# rthe purposes of

ptou‘notlng the development of competition qu the evpliaviity of
uheommunlpatlom and Information services'to the pyblic, within 1 year aftor

I
onnptmont of this section, and consistent Mlh its suthorjty under section 230(b),
u

the §Comlulon shall adopt regulations to reguire up al exchange carrler,

|
upo'n bona fide request, to provide to any en ity uoi’d hg ko provide

! mmunloations services of intormation wv!ow-

{
* *(1) interconnection to the carripr's telscbmmunioations facilities at

sny tachnically faasible and aconomlo’ally reasonable point within the
cerrier's network. Such lntorconnoctlﬁn shall ioonmlly entall the collocation
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' neoessary for intarconnection st the cm‘thr‘c pro}nlbu. The Commiasion

" may eliow actusl or virtusl collocetion, Lo it findg ta be technicslly teasible
|

| wnd eovnomioally ressonable;

»(2) nondisoriminatory sccess, o) an unbundled besis, where

© technlically feesible end economioglly rs

" facllities of Information, Ingluding data s and
. to the efficlent transmission, routing, ¢ :othor pr
~ telecommuniogtions of information service and &
. providers’ networks, as nesded to mui the purf

*(3) nondiacriminatory Bousss, v*aro tedH

8} 10 any of the carrler’s

sl|1mlung aystems, essentis|

bvision of any

he interoperabiiity of both
josss of this subsection;

nigelly feasible end

. sgbhomioally reasonable, to the poles, &um. copduits, and rights-of-way

owned or controlled by the cerrler;

* telscommuniogtions network, such as I‘ao:l loop

»(4) nondiscriminatory scosss to ithe network functions of the oerrier’s

nsport (including

* ponneotions between end users and loill ond 63! switches), looal end
d

ottios switching, end trensport batween locsl u

oes snd batween locel

" end offioes and Interexchunge cerrier points of predence, which shall be

offered on sn unbundied basie; end ‘

*(8) telecommunichtions services and mr:[ k funotions without any

*(b) PRICING REGULATIONS--WIithin 18 manths @

" restrictions on the ressle-or sharing o;zhon 1;1

© and 'Ponnlmm with Its authority under seotioh 230(b),

s and functions,
r enactment of this seotion,

ths Commisalon shall adopt
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rooutlnlom establishing the general terms andtondlﬂom -1::« which a tocal

hang. oarrier must provide the unbundied

cliities, pervices, end functions

; roquirod by paragraphs (1) through (5) of subsbetion (o} Such regulations shall

' omuéo. at a minimum, that--

wnd that they are at least equal in type and quel

. and functions that the carrier provides tp itee!f o

*(1) the carrier provides those feciities, ceos, and funotions on

just, resaonabdle, and nondiscriminetory rates » ’ a&wr terma and conditions

the facilitles, services,
iti‘y other person; -

“(2} the rates charged by the carfler for thi fhollities, services, end

" funotions required by peragrephs (1) ghrLuoh (8) lof Bubssotion (a) [recover or

* reflect] the costs Incurrad in providing t‘_\om. Nothing in this subsettion shell

" preciude the use of price cap or incentive regulagion.

*{3) the carrter does not bundle together shy lelements, fextures, or

tunotions for which unbundling is tochnﬁcally tedsible and sconomicatly
|

_ reasonable.

" The tum may adopt reguletions Implmmnﬂr{c this ouhlct!on snd paragraphs (1)

WOuoh (%) of subsection (e} for Intrastate lOl‘Ll&!O sd lonh ss such regulations sre

- not Ilf\oomlstont with those adopted by the 04m!uloa. In carrying out thelr

| obn.;mom under this ssction, the Commlul04 and the|8tates shall prevent undue

|

!
i
|
i

I rete ‘mninn for any class or group of mome.

|




een o mrensane an ¢t omne s s come e e+

e.,‘ 1‘9! 03:63 A ,

nqutnmlnu of subsections (8) through (c) to} any smpll
' doﬂnod by the Commission) or eny local oxchﬁngo ostdier

" operates in & rursl area, os defined In smlon’w of t
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5 "{0) TELECOMMUNICATIONS NUMBER PORT ~The

Commission shall adopt

rogullﬂom 1o secure telecommunications numkor portablifty at the earilest possible

m.; $uch regulations shall ensure that-—
*(1) telecommunications number ';:mbm_w ’

request, in s manner that is technically

- and 5

t
]

hall be avallable, upon

sible:§nd; sconomically reasonable;

*(2) an impartie! entity shail administer télpagmmunications numbering

. and maks such numbers avallsble on @ equitabilh basis. .

. : ] ;
: Amerioan Numbeting Pien that portain to the rnnod Stptes,

! . .
© "(d) EXEMPTIONS AND Monmcmom.-ﬂ‘o Commiss!

-l

1
i
[
!
i

" Tive Commission shafl have exolusive ]urlcdlctlon over those portions of the North

may modify the
cal exchenge carrler (as
to the sxtent that it
Act.

P18

POS/1E




under section 653, °
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=(d) NONDIGCRIMINATORY ACCESE REQUREMENTS KO

*(1) Within 1 year after em'ctmort of this

P0B/16

ANLE TELEVISION EY8TEMS--

on, the Commisaion

. shall, after notice and commant, idopt regulativhs fequiring cable operstors

t0 offer nondiscriminatory aocess to cthnot capecity on thelr systems for

commerolal snd noncommercial use by ipersons ot! affillated with them,

sxcept when tachnology, costs, end mi‘rlm congitions would make such

of this Act, The channsl oapacity wb].&cl to no

requirements shall not Include any acth}md ch

required for use (or the use of which u{prombtud)
" regulation. l
*(2) 8o far as is reasonable, in ofder to o‘ﬁlclL

purposes of this Avt 8nd to ensure slm‘lsr reguiutol

subparagraph (1) ahall serve to oonforr);l cable & I

acosss obligations under this wbnctlor t0 thos

* offering Insppropriate. Suoch nondlsorlr%\lnatoryf Qyirements would .

. superseds sny obligations imposed on {:hou cable lTmmou by Section 812
1dl'pcﬂmlnmry scoess

nels that ere otherwise

by Federel law or

ntly implement the
treatment for similerly

' gitusted firms, the regulations sdopted %bv the Commission pursuant to

tors’ nondiscriminatory

local exchange carriers




