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Avd.hoility of HEP Repayremts for Courterinsursency Continsency Fund

You have posed the question of whether the :iasion rig!1t be able to sacure
100,000,000 piasters fro: the MSP piaster repayaents now in the U,5, Treasury
for use as a zeneral Mission comtingenmay fund with ephasis on financin: the
ocounterinsursency progrex, There are several obstacles to the isplerentation
of this sugzestion, First is tiat, as was pointed out in a memorandirn by r,
#enke dated May 23, 1902, the repay:-emts of :utual security loans are availadle
in the priorities set forth by Section 512 of the Foreiin Assistance Act of 1461,
as ssanded, These prinrities are as follows:

"l. The local owrrencies are available firet for use wder authority .f
Seation 175 (d) of the inrtual Bducational and Cultural Exchange Aot
of 131 or any otier act relating to aducational and cultwral sxoian e,

%2, HNext, they are available for cale hWy the United States Treamay to
United Statar Govermuen’ oo onctes In rmebamge {or dollars otlerwise
appropriated for pay ont of a.ency obligations oi'tside the United
3tatas, with the d-1lers mo ™aceived hein: deposited into miscell-
ansous receipts ol the Tressury,

"5e To the extent such eurrencies are in excess of Inited States Covern. ont
requirerents for ney ents of oblizatisng ovtside the 'nited States, as
those requirements are deterained hy the Pregident, they ray be used in
furtherange of the nurposes of econonic assistance (PAA, Mart 1), 'n
such aaunts as may he specitiad fron tize to tlse In appropriation acte,

Disrecarding tihic Cirst priority, wiilch cwrentl, sresents no proble: i
Vietna:, these funds sre avalisn®le for sale to the 4 engy in aoxg? m&_r For prpror olated
dollars, but they -ust be used to eel Aqens; obligatlng (obsidn the v liod Sates,
It is first questionable whathicr ary of these available alash~r Tl .?,s ety mergdn
if the U,3. Diswursin; fiizer in Saijon wers per.itied to purcrase L.esc | ‘neters
to meet local oblisations instemd of purchasin, the:, as at present, fror lcaal
banks, Bven assuming, however, that some plasters would resain, there -1 1+ ' -
legal proble: in purciasing these pilagters in advance of obligations instead i’ to
et oblizations already inourred, A contin-em:y Tl would be -eanin less if the
otlizations were already in existence, The toird rriority for use of thesne pirgters
would be available only wiren they wruld be in excess of N, 8, reyuire-orts o ooh
forelgn obligations widcii, in the present situation, is unlixely tc oo I tie
near future,

As also pointed out in the nenxe mesorandus, homer, these piasters could
alsc bs utilized under Section 18/a} of +he Pep  ~izh e 13- +Fo Dprostident 10
authorize the use of not to exceed ., 8, 3100.000 0O (.,.ﬁ,uar; ox; for any one
country ) velue of farei:n cwrrencies accruin: wnder the Act without re;ard tc the
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Aot'g )aitacicns., [nis would :esn tiat were the piasters availabl~ and were the

80 willing, he could authorize the use of theee plasters in furtherance
' of aw Of the purposes of the Act, whenever he deterwines it to be importamt to
. the seewrity of the United Staves, It wight well be tiat in this fiscal year a
colteriammiency or other type of comtingency fund :»ight e deternined by the
Pregidenit to be of sufficient laportamce to the secwrity of the United States as
j‘.oMify a Presidential miver (as the authorisation is senerally called) under
Section 61k,

I
{

s Thers ia one other difficulty, however, which wmight stili jeevent even the
use of these funds wxer a Seoction clé miver. The LU.S, treasry has stated
it is holding the pressat piaster repaynesrts in a blocked acootat until such
tine as an acaeptable axchange rete is agreed upon or the GV decides or is
reguired ¢o pay the total a.curt in dollars, The tioes loan agreesests involved
provids for provisiomal soceptance of repaynents whenever there is mo sutual
agresaentt cn the applicable exchange rate, If the exahatze ™ate is not asreed
upell thermafter, the Azemay iz required to return the pilasters to Vietoan ama
peynat ia mde in Mnited States dollars, If these plaster funds were nade
avallable Tor use by the Mission, either vder Seotion (12 or Bestion L14, the
question would nacessaril, arise a> i~ how they could be retxwned to Vietimn
should the twe countries be :rwmble to conmur on what exchange rate should appiy.
If an scceptable axchange rate were tn be agreed upon in the near futwre, this
dAiffioulty would e obviated, In ‘he zdmerae of such an agreemant, it wisht be
~Ehat the Treammry would, nevertheless, be willink to nake thees funds available,
with the undorstamding ithat it 'ght later bDe necessary to purehase additional
piaster funds should the continzemy subsejuently sarise which would eompel their
retarn to Vietma in mxobanie for Jdollar repaynemt,

g

. While it would appear trat there are rany diffioulties in the way of sesuring
C . Rl a contingeney fund frow tuls source, it would not be impossible to werk it
ot althoush the full concwrrence and assistance of Washington would ebwviously be
necesaary. It aticuld also be ncted that use of these funds in Vietmam, as

comterplated here, would be additive to the AID prowras [and alyit raise the
_ w hased on inflatiomary :rounds which ware previously &4 by Alex
i ———
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