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Introduction

Mr. Chairman. I welcome this opportunity to testify before the Committee.

The challenge to this Administration to prepare a foreign assistance budget that properly
reflects our priorities in the post cold-war era is great. It is now clear that economic
security provides the greatest national security. This is demonstrated by increasing global
interdependence, greater opportunities for trade, and the overriding influence of

economic policy.
As we worry less about superpower confrontation, we find both the greatest opportunities
and the most serious threats coming from developing and/or transforming economies.

U.S. participation in the international financial institutions together with our trade policy,
are the most effective tools we have for addressing U.S. interests in the developing

world.
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The Developing World: Opportunities and Challenges

Opportunities are great because of the promising growth many developing couqtries are
achieving, the appetite for trade created by this growth, and the general expansion of
these countries’ role in and importance to the global economy. A large and growing
share of the world’s economic activity now takes place in developing countries.

Developing countries account for over 85 percent of the world’s population and almost
one-half of global purchasing power. Five of the twelve largest economies are in
developing countries. U.S. exports to these countries have more than doubled in a six-
year period, ballooning from $73 billion in 1987 to $186 billion in 1993. U.S. exports to
the developing world now account for 40 percent of our total exports and are responsible
for creating or sustaining some 3 million U.S. jobs each year.

But the challenges that developing countries face also bring profound threats to global
stability and prosperity. Growth and change are stressful, often resulting in political,
economic and social disruption. However, resistance to change and reform is no less

risky.

Clearly the overall outlook is fragile, and critical problems remain. More than one
billion people still confront severe poverty, and population growth continues at high
levels. Economic and social progress in Africa is particularly disappointing. Far too
little attention is still accorded to environmental problems, and far too few people
realize the benefits of democratic and participatory government. The trauma of reform
in some countries and the absence of it in others leads people in the most desperate
straights to look for a better life, creating an ongoing refugee problem. And the stress of
change puts institutions at risk of collapse, creating a crisis of their own.

As developing countries and countries undergoing transformation seek to advance and
sustain the progress they have made — and as we tackle the difficult task of helping those
who lag far behind - strong external support for the evolution of free markets and
democracy will be critical.

As I will discuss in more detail in a few moments, the international financial institutions
offer us the best vehicles to provide this support. That is why this Administration’s
commitment to these institutions is so strong. Through them, we take on a vital, but
shared role in advancing economic opportunities overseas, in promoting sustainable
development, and in furthering the broader U.S. vision of the world. Through them, we
have our best chance to move toward a world in which a "putting people first" market-
oriented strategy is realized.
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The Role of the International Financial Institutions

The importance of these institutions to U.S. interests is clearly reflected in the budget
request for the international financial institutions put forward by the Clinton
Administration for fiscal year 1995. This Administration has taken the considered
position that the international financial institutions merit strong U.S. support, and we
should demonstrate this support not only by honoring our current and past commitments,
but also by joining in new commitments to several of the regional development banks,
the Global Environment Facility and the IMF.

I want to discuss in more detail why we believe these institutions and our role in them
are so vital to U.S. interests, as well as to apprise you of how we are faring in our efforts
to revitalize and strengthen these institutions. And, as you requested, I would like to
brief you on several capital increase and replenishment negotiations now underway.

The "Leverage" of the Multilateral Development Banks

The expansion of U.S. interests in the developing world and our budget realities make it
more important than ever to maximize the leveraging of U.S. resources. The multilateral
development banks (MDBs) have two clear advantages. First, their multilateral
character and financial and technical capacity make them the most effective aid
instrument for encouraging developing countries to undertake the economic policy
reforms necessary to become free market-oriented democracies.

Second, there is the very considerable "leveraging effect” of U.S. contributions. For every
dollar in the Administration’s FY 1995 budget request for the MDBs, the banks will lend
more than $22 this year. As shown in Chart #1, our $2 billion request compares with
roughly $45 billion in new MDB lending this year.

Leveraging is particularly high in the "hard loan" windows such as the World Bank which
has lent $122 for every dollar of U.S. paid-in capital. Leveraging is also significant in the
"soft loan" windows for the poorest countries where, for example, IDA is able to lend six
dollars for every dollar contributed by the United States.

Because the MDBs are so cost effective, their impact extends far beyond their ten |
percent share of the Administration’s foreign assistance request. We rely heavily on the
banks to address critical U.S. interests around the world.



Examples include:

) $7 billion in IBRD lending commitments to Eastern and Central Europe over the
last four years;

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

border);

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

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

0 expanded MDB support for environmental protection - more than $2.8 billion last
year and projected to rise rapidly; and

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

The MDBs Benefit U.S. Business

The MDB:s also promote development in a way that provides substantial benefits to U.S.
business.

On an annual basis, U.S. companies have received MDB-financed procurement
amounting to more than $2.7 billion. This is $1.2 billion more than the United States
contributed to the banks in the past fiscal year.

U.S. business also benefits from MDB support for economic reform that expands the
import capacity of MDB borrowers. We believe that U.S. exports which are attributable
to such MDB programs are on the order of $5 billion a year.

As shown in Chart #2, we estimate that the $7.7 billion in U.S. exports generated
through the MDBs each year create or sustain at least 146,000 U.S.jobs.

The positive results of MDB supported reform can be seen in the successful resurgence
of growth in Latin America, a region supported by over $60 billion in World Bank and
Inter-American Development Bank lending over the last six years and now the fastest
growing market for U.S. exports.
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The MDB presence in borrowing countries also helps establish a sound enabling
environment for U.S. industrial and financial investors. The viability of many of our
bilateral programs relies heavily on the MDBs. For example, as shown in Chart #3, the
MDBs have loaned $57 billion over the last three years to the 10 developing countries
where the Export-Import Bank exposure is largest.

The fact that the MDBs provide enormous benefits to U.S. business in no way detracts
from the fact that sustainable development, including economic opportunity for the poor
and protection of the environment, are central to the MDBs’ development agenda.

Strengthening MDB Performance

As the largest single donor to the MDBs, and with such an important stake in their
effectiveness, the United States must lead in setting MDB policies and priorities.

Democratic and Republican administrations have played key roles in establishing and
strengthening the MDB system. The Clinton Administration is now actively working to
address weaknesses in this system and improve its effectiveness. We have heard and are
acting upon the concerns raised in the Congress and elsewhere. Our fundamental goal is
to maximize the developmental impact of MDB operations.

Last year we outlined the five-point agenda for change shown in Chart #4. We believe
we have done very well, but we still want more progress in several key areas as outlined
in Chart #S5.

I would like to review in detail our efforts on the five-point agenda.

(1) More effective project design and implementation

Over the past year, we have urged all of the MDBs to take measures to improve the
management of their development programs. We supported strongly the "Wapenhans"
process in the World Bank and are pressing for vigorous implementation of the action
plan adopted in July 1993 to improve project performance. This entails strengthening
both the quality of projects at the entry level and the management of project
implementation. We are working to advance similar reforms in the regional MDBs.

(2) Greater Transparency and Openness

The Administration has actively promoted greater transparency in MDB operations. We
were successful in developing the necessary consensus among governments for a
substantially more open information policy at the World Bank. The new policy,
approved in August 1993, establishes a public information center and significantly
expands the scope of technical and other information, including environmental
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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 projects 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, are major Administration priorities.

The World Bank Executive Board also approved in September, 1993, the establishment
of an independent inspection panel to address public concerns about 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: (1) parties affected by Bank projects or (2)
any Executive Director.

(3) Sustainable Development

We encouraged the steps taken by the MDBs to strengthen their poverty reduction
efforts. Chart #6 shows that MDB loans to support basic human needs have increased
to more than $15.5 billion annually, nearly seven times the basic human needs elements
in our own bilateral assistance program. We now want these reinforced by even greater
efforts to expand the access of the poor to social services, including primary health care
and basic education. There also needs to be a much stronger MDB effort on family

planning.

We are actively promoting other fundamental development priorities such as greater
stress on country performance and market forces, and renewed emphasis on good
governance, promotion of private enterprise, and protection of the environment.

We are pressing the MDBs to be more pro-active in seeking out opportunities for public
participation in all aspects of their lending activities and decisions, particularly among
people who will be affected by their projects. This is good development policy. It also
strengthens project quality and local commitment to the success of projects.

The United States has led efforts to strengthen environmental performance in all the
MDBs. Chart #7 shows annual lending for the environment at $2.8 billion.

We consider it essential that the MDBs work in partnership with their borrowers to
incorporate environmental considerations into national development strategies and
individual bank projects. We are encouraged by the seriousness with which the MDBs
are now responding to this challenge.

The World Bank has made major strides, establishing strong policies on environmental
assessment, agriculture, water resources management, energy efficiency and the power
sector, and forestry. Replication of these policies, which will improve project quality and
spur more sustainable growth in the regional MDBs, is an Administration priority.
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More remains to be done. The MDBs need to move more aggressively in fully
implementing the sound environmental policies they are adopting. Environment must be
more clearly established as a central and integrated component of their policy dialogue
and lending strategy with borrowers.

We were pleased at the World Bank’s recent $2 million grant to the Grameen Trust of
Bangladesh. We will also be pressing for the establishment of a World Bank small
projects facility to promote local environmental and poverty reduction initiatives and
strengthen outreach to local NGOs and micro-enterprises. This could complement the
existing small grants program, which promotes discussions and dissemination of
information, by ensuring that local communities and NGOs are actively involved in
setting development priorities and implementing local projects.

(4) MDB Support for Strategic Global Initiatives

In helping to broaden and deepen economic recovery in Latin America, promote reform
in Eastern Europe and the former Soviet Union, reduce poverty in Africa and Asia, and
catalyze development in the West Bank and Gaza Strip, the MDBs are providing vital
support for U.S. global objectives on a scale that cannot be replicated by our bilateral
programs.

(5) Expanding gpportunitieS for U.S. business through the Banks

The United States receives the largest share of MDB-financed procurement. As noted
earlier, U.S. companies have on an annual basis received MDB-financed procurement
amounting to more than $2.7 billion. The Administration is engaged in a major outreach
effort to further increase U.S. business awareness of the opportunities generated by the
MDB:s.

In another key area, the United States is working with other members to promote sound
MDB financial management and to control MDB operating costs. Recent positive
developments include:

o 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.

0 the World Bank’s plan for zero real budget growth over the three-year
FY 1995-97 period; and

0 strategic reorganization at the EBRD, with stronger country focus as well as
reduced staffing.
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Our achievements over the last year in improving MDB performance were made possible
by the effective exercise of U.S. leadership and leverage with other member countries.
We still face an ambitious development agenda ahead. However, U.S. arrears to the
MDBs now jeopardize our ability to retain influence over MDB policies and operations.

The Problem of U.S. Arrears

In real dollar terms, U.S. funding for the MDBs has fallen by 40 percent since 1978. Yet
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 MDB arrears. These
arrears increased by $473 million last year and now total $847 million. If we want to
preserve U.S. leadership and safeguard the very considerable benefits we receive from
the MDB system - and also to continue to succeed in our efforts to strengthen the
MDB:s -- we also need to meet our internationally negotiated, and Congressionally
approved, financial commitments. We can’t have it both ways.

U.S. arrears also pose clear risks to the MDBs’ ability to respond effectively to pressing
development needs in countries and regions of importance to the United States. The
poorest countries relying on concessional "soft loan" financing such as IDA are most at
risk since U.S. cutbacks provide other donors with the option of doing the same. Sub-
Saharan Africa, which receives half of IDA funding, is particularly vulnerable.

U.S. arrears are spread across all the institutions as shown in Chart #8. Clearing these
arrears is not just a numbers exercise; important U.S. interests are on the line. The
Administration is seeking to eliminate U.S. arrears and plans to do this over a four-year
period, beginning this year with fully clearing arrears to the International Finance
Corporation and the Inter-American Development Bank, and also starting to clear
arrears to the World Bank and the African Development Fund.

At the same time, the Administration is committed to reducing the cost to the United
States of any new MDB funding arrangements. I would therefore like to brief you on
the status of the four new arrangements for which the Administration will request
authorizing legislation later this year.



FY 1995 Authorization Request

a: Eighth General Capital Increase of the IDB

We are working to reposition the Inter American Development Bank to play an
aggressive role in reducing poverty and accelerating growth in Latin America and the
Caribbean. Our goal is to ensure that all elements of society have the tools to compete
fairly in a modern economy. The very strong emphasis on social sector lending will
represent a commitment by Latin American and Caribbean governments to strengthen
democracy through economic participation. We expect IDB 8 to provide a 50% increase
over IDB 7 for social sector development. In addition, there will be forward looking
policies to benefit the environment of the region. Public participation, access to
information, and outside inspection will be part of the package.

In the poorer countries, the Bank will provide broad-based development support,
including support for infrastructure. A key requirement of the replenishment negotiation
is to generate sufficient concessional resources to meet the needs of the these countries.
As the region develops, we also want to strengthen private sector activities of the IDB.
We believe there is room to strengthen and consolidate these activities, especially those
of the Inter American Investment Corporation, the Multilateral Investment Fund and the
Ordinary Capital of the Bank itself. We hope to negotiate financial arrangements that
will save substantially on expenses to the U.S. taxpayer while strengthening Bank focus
on the private sector.

There is as yet no final consensus on all the key financial issues. Negotiations will
resume next week and -agreement may be at hand. There is a consensus on a $40 billion
capital increase. We expect the U.S. contribution will be less than its contribution to the
previous replenishment. We are also working hard with the Europeans and Japanese to
forge a deal that provides the Bank with substantial resources for both middle income
and the poorest countries.

b: Seventh Replenishment of the AFDF

The United States wants the African Development Bank Group to remain a strong
conduit of development assistance for the continent. As we know, in today’s
environment, aid is allocated among programs on a competitive basis. We support the
African Fund, but we believe it can improve the quality of its development activities.
We want greater selectivity in project selection with a possible restructuring of a
significant portion of its existing project portfolio.
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Although the size of the replenishment is still under negotiation, agreement has been
reached to place more emphasis on good performance and project implementation by
borrowing countries. We are also pressing the Bank to place greater attention on health
and education, good governance, reduced military spending levels, and sound
management of its loan portfolio. We also are urging a pilot program of micro-
enterprise development using NGOs and are promoting greater public access to
information and a strengthened inspection function.

In addition, we are working very hard to strengthen the African Development Bank’s
financial policies. We are considering with other members ways for the African Fund to
assist in addressing the burden of Bank debt owed by the poorest countries. We are also
working with our African partners to encourage payment on arrears to the Bank.

¢: Global Environment Facility (GEF)

We are requesting authorization for the Global Environment Facility (GEF). Both the
Congress and the Administration are committed to improving the global environment.
We see the GEF as an essential step in international efforts to promote a broad set of
actions on the environmental front. The GEF will serve as the centerpiece for
international efforts in support of the conventions on climate change and biodiversity, as
well as efforts to combat ozone depletion and degradation of international waters.

Our commitment to the GEF is not unconditional. Many U.S. proposals have driven the
negotiations. And many of our negotiating partners have now come to support priorities
enunciated by the Administration and the Congress. These include functional
independence for the GEF, donor oversight and project approval, and strong emphasis
on access to information and public participation.

But our partners are now expecting us to provide a financial contribution.

Unfortunately, after four years of GEF operations, the United States has not contributed
directly to the GEF Core Fund. However, I believe that those problems which
precluded a U.S. contribution in the past - namely inadequate policies on information
access and public participation —~ will be overcome.

I believe the GEF is well on its way to being restructured in a way that advances our
ambitious environmental agenda. Donors are considering a replenishment of
approximately $2 billion over four years. At the conclusion of those negotiations, I hope
that the Congress will agree that the United States should be a major participant.
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d.: Enhanced Structural Adjustment Facility (ESAF)

The Administration is also seeking authorization and appropriation for a U.S.
contribution of $100 million to the Interest Subsidy Account of an enlarged and extended
Enhanced Structural Adjustment Facility (ESAF) operated by the International Monetary
Fund. The original ESAF was established in 1987 in response to criticisms from
Members of Congress and others that the IMF did too little for the poorest member
countries. ESAF provides loans on concessional terms to the poorest countries, primarily
from Sub-Saharan Africa, in support of structural and economic reforms.

The ESAF is widely recognized as an effective means of promoting reform. Examples of
countries that have successfully operated under ESAF programs include Zimbabwe,
Uganda and Malawi. Ghana has graduated from ESAF. These countries, and others,
have worked hard under their ESAF programs to achieve increased GDP growth, lower
inflation and increased exports.

The success of the initial ESAF has resulted in broad international support to expand
and extend its operations. More than 40 countries, including a number of developing
countries, are providing more than $7 billion in loan capital and $2.9 billion in interest
rate subsidies. The proposed U.S. contribution of $100 million to the Interest Subsidy
Account is modest, accounting for less than a nickel of every dollar provided for
subsidies. It is a critical contribution, however, that demonstrates our support for the
efforts by the poorest countries. It will also help catalyze contributions from other
countries, and it will provide us with an effective voice in ESAF decisions.

We have been mindful of the budget constraints facing us in deciding on the size and
timing of a U.S. contribution. The $100 million being requested is $50 million less than
the U.S. contribution to the original ESAF. It will be disbursed over a period of fifteen
years with outlays to begin in FY 1997. We are, however, requesting budget
authorization and appropriation for the full $100 million in the FY 1995 budget to assure
other contributors that the United States will meet its commitment to this highly
effective facility, and to improve the Fund’s ability to plan.

Asian Development Bank

The United States is also participating in negotiations on a general capital increase for
the Asian Development Bank. This is an important institution in an area of large and
growing U.S. economic and strategic interests. Although negotiations could conclude as
early as this spring, the Administration will not be seeking necessary U.S. legislation until
FY 1996.
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Conclusion

The Administration will of course continue to consult with the Committee as
negotiations in the IDB, AFDF, GEF and ADB progress. We are optimistic in all cases
that agreements will be achieved which fully merit Committee support.

As indicated in Chart #9, FY 1995 is a pivotal budget year for the MDBs. We want to
work closely with this Committee and with other members of the Congress to meet our
commitments to the MDBs and sustain our stake in these institutions.

In concluding, Mr.Chairman, I would like to underscore both the importance of strong
United States support for the international financial institutions and this Administration’s
unwavering commitment to work with these institutions and their memberships to
strengthen their development performance.

-30-
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UBLIC DEBT NEWS

Department of the Treasury ® Bureau of the Public Debt ® Washington, DC 20239

FOR IMMEDIATE RELEASE CONTACT: Office of Financing
March 3, 1994 202-219-3350

RESULTS OF TREASURY'S AUCTION OF 52-WEEK BILLS

Tenders for $16,522 million of 52-week bills to be issued
March 10, 1994 and to mature March 9, 1995 were
accepted today (CUSIP: 912794Q80).

RANGE OF ACCEPTED
COMPETITIVE BIDS:
Discount Investment

Rate Rate Price
Low 4.02% 4.,20% 95.935
High 4.04% 4.23% 95.915
Average 4.03% 4.22% 95.925

Tenders at the high discount rate were allotted 34%.
The investment rate is the equivalent coupon-issue yield.

TENDERS RECEIVED AND ACCEPTED (in thousands)

Received Accepted
TOTALS 543,984,627 $16,522,027
Type
Competitive $38,785,000 $11,322,400
Noncompetitive 584,627 584,627
Subtotal, Public $39,369,627 $11,907,027
Federal Reserve 3,800,000 3,800,000
Foreign Official
Institutions 815,000 815,000

TOTALS $43,984,627 $16,522,027
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1500 PENNS YLVANIA AVENUE, N.W. « WASHINGTON, D.C. « 20220 « (202) 622-2960

FOR IMMEDIATE RELEASE
MARCH 3, 1994

STATEMENT OF TREASURY SECRETARY LILOYD BENTSEN

I have confidence in the Treasury officials, but to ensure that all ethical guidelines were
followed, I have instructed the matter be referred to the Office of Government Ethics
for a thorough review. I did not attend any of these meetings, nor was I informed of any
of these meetings.

I have instructed Treasury officials to have no contact with the White House about this
case.

Hi#
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1500 PENNSYLVANIA AVENUE, N.W. » WT\SHINGTON, D.C. » 20220 » (202) 622-2960

FOR IMMEDIATE RELEASE CONTACT: SCOTT DYKEMA
March 4, 1994 202-622-2960

UNITED STATES-UKRAINE TAX TREATY SIGNED

The Treasury Department announced Friday that Presidents Clinton and
Kravchuk signed a treaty between the United States and Ukraine to avoid double
taxation and prevent evasion with respect to taxes on income and capital.

The treaty will be the first U.S. tax treaty with Ukraine. It is based on the
standard model income tax treaties published by the Organization for Economic
Cooperation and Development and by the U.S. Treasury Department, and takes into
account the current income tax laws and income tax treaty policies of the two countries.

The basic purposes of the treaty are to avoid double taxation of income and
capital and to prevent fiscal evasion. By establishing clear rules of taxing jurisdiction,
reducing the overall tax on investment income flowing between the countries, granting
relief from double taxation, and providing for cooperation between the tax authorities,
the treaty would improve the climate for bilateral investment and contribute to expanded
economic and cultural relations between both countries.

The proposed treaty is subject to ratification and will enter into force on the date
on which the instruments of ratification are exchanged. The income tax treaty signed in
1973 between the U.S. and the former USSR generally will cease to apply between the
U.S. and Ukraine when this convention takes effect. However, if the provisions of the
1973 convention are more beneficial a taxpayer may elect to apply that convention in full
for an additional period (generally one taxable year) after this convention would
otherwise take effect.

Copies of the proposed treaty may be obtained by writing the Office of Public
Affairs, Room 2315, Department of the Treasury, Washington, D.C., 20220, or calling
(202) 622-2960.
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CONVENTION BETWEEN THE GOVERNMENT
OF THE UNITED STATES OF AMERICA AND
THE GOVERNMENT OF UKRAINE
FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE
PREVENTION OF FISCAL EVASION WITH RESPECT TO
TAXES ON INCOME AND CAPITAL

The Government of the United States of America and the
Government of Ukraine, confirming their desire to develop
and strengthen the economic, scientific, technical and
cultural cooperation between both States, and desiring to
conclude a convention for the avoidance of double taxation
and the prevention of fiscal evasion with respect to taxes

on income and capital, have agreed as follows:
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ARTICIE 1
General Scope

1. This Convention shall apply to persons who are
residents of one or both of the Contracting States and to
other persons as specifically provided in the Convention.

2. The Convention shall not restrict in any manner any
exclusion, exemption, deduction, credit, or other allowance
now or hereafter accorded:

a) by the laws of either Contracting State; or

b) by any other agreement between the Contracting
States.

3. Notwithstanding any provision of the Convention
except paragraph 4, a Contracting State may tax, in
accordance with its domestic law, residents (as determined
under Article 4 (Residence)) of that State, and in the case
of the United States, its citizens and former citizens.

4. The following benefits shall be conferred by a
Contracting State notwithstanding the provisions of
paragraph 3:

a) under paragraph 2 of Article 9 (Associated
Enterprises), paragraph 1 of Article 19 (Pensions) and
Articles 24 (Relief from Double Taxation), 25
(Non-discrimination) and 26 (Mutual Agreement
Procedure) ;

and
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b) under Articles 18 (Government Seryice), 20
(Students, Trainees and Researchers), and 28
(Diplomatic Agents and Consular Officers) for
individuals who are neither citizens of that State nor,
in the case of the United States of America,

individuals having immigrant status therein.

ARTICLE 2
Taxes Covered

1. The taxes to which this Convention shall apply are:

a) in the United States of America: the Federal
income taxes imposed by the Internal Revenue Code (but
excluding the accumulated earnings tax, the personal
holding company tax, and social security taxes) and the
excise taxes imposed with respect to the investment
income of private foundations (hereafter referred to as
U.S5. tax).

b) in Ukraine: the tax on income (profits) of
enterprises and the income tax on citizens of Ukraine,
foreign citizens, and stateless persons.

2. The Convention shall apply also to any
substantially similar taxes which are imposed after the date
of signature of the Convention in addition to, or in place
of, the existing taxes, including taxes which are
substantially similar to those currently imposed by one

Contracting State but not by the other Contracting State and
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which are subsequently imposed by the other State. The
competent authorities of the Contracting States shall notify
each other of any significant changes which have been made
in their respective taxation laws and of any official
published material concerning the application of the
Convention, including explanations, regulations, rulings, or
judicial decisions.

3. The Convention shall also apply to any tax on
property described in subparagraph (h) of paragraph 1 of
Article 3 (General Definitions) which is imposed by either
Contracting State after the date of signature of the
Convention, but only if such tax is provided by the

legislation of such Contracting State.

ARTICLE 3
General Definitions
1. For the purposes of this Convention, unless the
context otherwise requires:

a) the term "Contracting State" means the United
States of America (the United States) or Ukraine, as
the context requires:

b) the term "United States" means the United
States of America, but does not include Puerto Rico,
the Virgin Islands, Guam, or any other United States
possession or territory. When used in a geographical

sense, the term "United States" includes the
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territorial sea, and any area outside the territorial
sea which in accordance with international law has been
or may hereafter be designated an area in which the
United States may exercise rights with respect to the
seabed and subsoil and their natural resources;

c) the term "Ukraine," when used in a geographical
sense, includes the territorial sea, and any area
outside the territorial sea which in accordance with
international law has been or may hereafter be
designated an area in which Ukraine may exercise rights
with respect to the seabed and subsoil and their
natural resources;

d) the term "national" means:

i) any individual possessing the nationality
of a Contracting State;

ii) any legal person, partnership or
association deriving its status as such from the
laws in force in a Contracting State.

e) the term "person" means an individual, an
estate, a trust, a partnership, a company and any other
body of persons;

f) the term "company" means any entity or
organization which is treated as a body corporate for
tax purposes. In the case of Ukraine, this term means

a joint stock company, a limited liability company or
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any other legal entity or other organization which is
liable to a tax on profits;

g) the term "international traffic" means any
transport by a ship or aircraft, except when such
transport is solely between places in one of the
Contracting States;

h) the term "property" means movable and real
property, and includes (but is not limited to) cash,
stock or other evidences of ownership rights, notes,
bonds or other evidences of indebtedness, and patents,
trademarks, copyrights or other like right or property:

i) the terms "enterprise of a Contracting State"
and "enterprise of the other Contracting State" mean
respectively an enterprise carried on by a resident of
a Contracting State and an enterprise carried on by a
resident of the other Contracting State;

j) the term "competent authority" means:

i) in the United States: the Secretary of
the Treasury or his authorized representative; and

ii) in Ukraine: the Minister of Finance or his
authorized representative.

2. As regards the application of the Convention by a

Contracting State, any term not defined therein shall,

unless the context otherwise requires or the competent

authorities agree to a common meaning pursuant to the

provisions of Article 26 (Mutual Agreement Procedure), have
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the meaning which it has under the laws of that State

concerning the taxes to which the Convention applies.

ARTICLE 4
Residence

1. For the purposes of this Convention, the term
"resident of a Contracting State" means any person who,
under the laws of that State, is liable to tax therein by
reason of his domicile, residence, citizenship, place of
incorporation, or any other criterion of a similar nature.
However, this term does not include any person who is liable
to tax in that State in respect only of income from sources
in that State or property situated therein.

2. Where by reason of the provisions of paragraph 1 an
individual is a resident of both Contracting States, then
his status shall be determined as follows:

a) he shall be deemed to be a resident of the

State in which he has a permanent home available to

him; if he has a permanent home available to him in

both States, he shall be deemed to be a resident of the

State with which his personal and economic relations

are closer (center of vital interests):

b) if the State in which he has his center of
vital interests cannot be determined, or if he does not

have a permanent home available to him in either State,



-8 -
he shall be deemed to be a resident of the State in
which he has an habitual abode;

c) if he has an habitual abode in both States or
in neither of them, he shall be deemed to be a resident
of the State of which he is a citizen;

d) if each State considers him as its citizen or
if he is a citizen of neither of them, the competent
authorities of the Contracting States shall settle the
guestion by mutual agreement.

3. Where, by reason of the provisions of paragraph 1,

a person other than an individual is a resident of both

Contracting States, the competent authorities of the

Contracting States shall endeavor to settle the question by

mutual agreement and determine the mode of application of

the Convention to such person.

ARTICLE 5
Permanent Establishment

1. For the purposes of this Convention, the term
"permanent establishment" means a fixed place of business
through which a resident of a Contracting State, whether or
not a legal entity, either wholly or in part carries on its
business activities in the other Contracting State.

2. The term "permanent establishment" includes
especially:

a) a place of management;



b) a branch;

c) an office;

d) a factory:

e) a workshop:;

f) a mine, an oil or gas well, a quarry, or any
other place of extraction of natural resources; and

g) a store or any premises used as a sales outlet.
3. A building site or construction, installation or

assembly project, or an installation or drilling rig or ship
used for the exploration or development of natural
resources, constitutes a permanent establishment only if it
lasts more than 6 months.

4. Notwithstanding the preceding provisions of this
Article, the term "permanent establishment" shall be deemed
not to include:

a) the use of facilities solely for the purpose of
storage, display, or delivery of goods or merchandise
belonging to the resident;

b) the maintenance of a stock of goods or
merchandise belonging to the resident solely for the
purpose of storage, display, or delivery;

c) the maintenance of a stock of goods or
merchandise belonging to the resident solely for the
purpose of processing by another person;

d) the maintenance of a fixed place of business

solely for the purpose of purchasing goods or
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merchandise, or of collecting information, for the
resident;

e) the maintenance of a fixed place of business
solely for the purpose of carrying on, for the
resident, any other activity of a preparatory or
auxiliary character;

f) the maintenance of a fixed place of business
solely for any combination of the activities mentioned

in subparagraphs a) through e).

5. Notwithstanding the provisions of paragraphs 1 and

2, where a resident of a Contracting State carries on

activities in the other Contracting State through an agent,

that resident shall be deemed to have a permanent
establishment in that other State in respect of any
activities which the agent undertakes for that resident,

the agent meets each of the following conditions:

a) he has an authority to conclude contracts in

that other State in the name of the resident;

b) he habitually exercises that authority:

c) he is not an agent of an independent status to

whom the provisions of paragraph 6 apply: and

d) his activities are not limited to those
mentioned in paragraph 4.
6. A resident of a Contracting State shall not be

deemed to have a permanent establishment in the other

Contracting State merely because it carries on business in
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that other State through a broker, general commission agent,
or any other agent of an independent status, provided that
such persons are acting in the ordinary course of their
business.

7. The fact that a company which is a resident of a
Contracting State controls or is controlled by a company
which is a resident of the other Contracting State, or which
carries on business in that other State (whether through a
permanent establishment or otherwise), shall not of itself
constitute either company a permanent establishment of the

other.

ARTICLE 6

Income From Real Property

1. Income derived by a resident of a Contracting State
from real property (including income from agriculture or
forestry) situated in the other Contracting State may be
taxed in that other State.

2. The term "real property" shall have the meaning
which it has under the law of the Contracting State in which
the property in question is situated. The term shall in any
case include property accessory to real property, livestock
and equipment used in agriculture and forestry, rights to
which the provisions of general law respecting landed
property apply, usufruct of real property and rights to

variable or fixed payments as consideration for the working
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of, or the right to work, mineral deposits, sources and
other natural resources; ships, boats and aircraft shall not
be regarded as real property.

3. The provisions of paragraph 1 shall apply to income
derived from the direct use, leasing or sub-leasing, or use
in any other form of real property.

4. The provisions of paragraphs 1 and 3 shall also
apply to the income from real property of an enterprise and
to income from real property used for the performance of
independent personal services.

5. A resident of a Contracting State who is liable to
tax in the other Contracting State on income from real
property situated in that other State may elect, subject to
the procedures of the domestic law of that other State, to
compute the tax on such income on a net basis as if such
income were attributable to a permanent establishment in
that other State. Any such election shall be binding for
the taxable year of the election and all subsequent taxable
years unless revoked pursuant to the procedures under the
domestic law of the Contracting State in which the property

is situated.

ARTICLE 7

Business Profits

1. The business profits of a resident of a Contracting

State shall be taxable only in that State unless the
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resident carries on or has carried on business in the other
Contracting State through a permanent establishment situated
therein. ~If the resident carries on or has carried on
business as aforesaid, the business profits of the resident
may be taxed in the other State but only so much of them as
is attributable to the assets or activities of that
permanent establishment.

2. Subject to the provisions of paragraph 3, where a
resident of a Contracting State carries on or has carried on
business in the other Contracting State through a permanent
establishment situated therein, there shall in each
Contracting State be attributed to that permanent
establishment the profits that it might be expected to make
if it were a distinct and independent person engaged in the
same or similar activities under the same or similar
conditions, and dealing wholly independently with the
enterprise of which it is a permanent establishment and any
other enterprise that is an associated enterprise within the
meaning of Article 9 (Associated Enterprises).

3. In determining the business profits of a permanent
establishment, there shall be allowed as deductions expenses
that are incurred for the purposes of the permanent
establishment including executive and general administrative
expenses so incurred, whether in the State in which the
permanent establishment is situated or elsewhere. However,

no such deduction shall be allowed in respect of amounts, if
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any, paid (otherwise than towards reimbursement of actual
expenses) by the permanent establishment to the head office
of the enterprise or any of its other offices, by way of
royalties, fees or other similar payments in return for the
use of patents or other rights, or by way of commission, for
specific services performed or for management, or by way of
interest on moneys lent to the permanent establishment.

4. The business profits attributed to a permanent
establishment shall be determined by the same method year by
year unless there is good and sufficient reason to the
contrary.

5. No business profits shall be attributed to a
permanent establishment by reason of the mere purchase by
that permanent establishment of goods or merchandise for the
resident.

6. For purposes of this Article, the term "business
-profits" means profits derived from the active conduct of
business. It includes, for example, profits from
manufacturing, mercantile, fishing, transportation,
communication, or extractive activities, from the rental of
tangible movable property, and from the furnishing of
services of another person. It does not include income
received by an individual for his performance of personal
services (either as an employee or in an independent
capacity). Income of an individual from the performance of

services as an employee is dealt with in Article 15
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(Dependent Personal Services). 1Income of an individual from
the performance of services in an independent capacity is
dealt with in Article 14 (Independent Personal Services).
7. Where business profits include items of income
which are dealt with separately in other Articles of the
Convention, then the provisions of those Articles shall not

be affected by the provisions of this Article.

ARTICLE 8
Shipping and Air Transport

1. Income of a resident of a Contracting State from
the operation of ships or aircraft in international traffic
shall be taxable only in that State.

2. Income of a resident of a Contracting State from
the following activities shall be taxable only in that
State:

a) income from the rental of ships or aircraft
operated in international traffic by the lessee;

b) income from the rental of ships and aircraft,
whether or not operated in international traffic, if
such rental activity is incidental to the operation of
ships or aircraft in international traffic by the
lessor:

c) income (including demurrage) from the use, or
rental for use, of containers in international traffic

(including trailers, barges, and related equipment for
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the transport of containers), and gain from the
alienation of such containers and related equipment, if
such gain is incidental to the income described in this
subparagraph (c); and

d) gain from the alienation of ships or aircraft
operated in international traffic, if such gain is
incidental to income from the operation of ships or
aircraft in international traffic.

3. The provisions of paragraphs 1 and 2 shall also
apply to income from participation in a pool, a joint

business, or an international transportation agency.

ARTICLE 9

Associated Enterprises
l. Where:
a) a person which is a resident of a Contracting
State participates directly or indirectly in the
management, control or capital of a person which is a
resident of the other Contracting State; or
b) the same persons participate directly or
indirectly in the management, control or capital of a
resident of a Contracting State and any other person:
and in either case conditions are made or imposed between
the two persons in their commercial or financial relations
which differ from those which would be made between

independent persons, then any income which would have
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accrued to one of the persons, but by reason of those
conditions has not so accrued, may be included in the income
of that person and taxed accordingly.

2. VWhere a Contracting State includes in the profits
of an enterprise of that State, and taxes accordingly,
profits on which an enterprise of the other Contracting
State has been charged to tax in that other State, and the
profits so included are profits which would have accrued to
the enterprise of the first-mentioned State if the
conditions made between the two enterprises had been those
which would have been made between independent enterprises,
then that other State shall make an appropriate adjustment
to the amount of the tax charged therein on those profits.
In determining such adjustment, due regard shall be paid to
the other provisions of this Convention and the competent
authorities of the Contracting States shall if necessary
consult each other.

3. The provisions of paragraph 1 shall not limit
either Contracting State in applying its domestic law to
make adjustments to income, deductions, credits, or
allowances between persons, whether or not residents of a
Contracting State, when necessary to prevent evasion of

taxes or clearly to reflect the income of any such persons.
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ARTICLE 10
Dividends

1. Dividends that are paid by a company that is a
resident of a Contracting State and that are beneficially
owned by a resident of the other Contracting State may be
taxed in that other State.

2. However, such dividends may also be taxed in the
first Contracting State, and according to the laws of that
State, but the tax so charged shall not exceed:

a) 5 percent of the gross amount of the dividends,
if the beneficial owner is a company that owns at least

10 percent of the voting stock (or, if the company does

not have voting stock, at least 10 percent of the

authorized capital) and, in the case of Ukraine,
nonresidents of Ukraine own at least 20 percent of the
voting stock (or if the company does not have voting
stock, at least 20 percent of the authorized capital):
b) 15 percent of the gross amount of the dividends
in all other cases.
This paragraph shall not affect the taxation of the company
in respect of the profits out of which the dividends are
paid.

3. The term "dividends" as used in this Article means
income from shares or other rights, not being debt-claims,
participating in profits, as well as income from other

corporate rights which is subjected to the same taxation
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treatment as income from shares by the laws of the State of
which the company making the distribution is a resident.
The term "dividends" also includes income from arrangements,
including debt obligations, carrying the right to
participate in profits, to the extent so characterized under
the law of the Contracting State in which the income arises.
In the case of Ukraine, this term includes income
transmitted abroad to the foreign participants of a joint
venture created under the laws of Ukraine.

4. The provisions of paragraphs 1 and 2 shall not
apply if the beneficial owner of the dividends, being a
resident of a Contracting State, carries on or has carried
on business in the other Contracting State, of which the
company paying the dividends is a resident, through a
permanent establishment situated therein, or performs or has
performed in that other State independent personal services
from a fixed base situated therein, and the dividends are
attributable to such permanent establishment or fixed base.
In such case the provisions of Article 7 (Business Profits)
or Article 14 (Independent Personal Services), as the case
may be, shall apply.

5. A company that is a resident of a Contracting State
and that has a permanent establishment in the other
Contracting State or that is subject to tax on a net basis
in that other State under Article 6 (Income from Real

Property) or paragraphs 1 or 2 of Article 13 (Gains from the
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Alienation of Property) may be subject in that other State
to a tax in addition to the tax on profits. Such tax,
however, may not exceed 5 percent of the portion of the
profits after deducting the taxes imposed on profits imposed
thereon in that other State and after adjustment for
increases or decreases in the assets of the company subject
to tax in the other Contracting State that represents the

"dividend equivalent amount" of such profits.

ARTICLE 11
Interest

1. Interest derived and beneficially owned by a
resident of a Contracting State may be taxed only in that
State.

2. The term "interest" as used in this Convention
means income from debt-claims of every kind, whether or not
secured by mortgage and, unless described in paragraph 3 of
Article 10 (Dividends), whether or not carrying a right to
participate in the debtor's profits, and in particular,
income from government securities, and income from bonds or
debentures, including premiums or prizes attaching to such
securities, bonds, or debentures as well as all other income
that is treated as income from money lent by the taxation
law of the Contracting State in which the income arises.

3. The provisions of paragraph 1 shall not apply if

the beneficial owner of the interest, being a resident of a
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Contracting State, carries on or has carried on business in
the other Contracting State through a permanent
establishment situated therein, or performs or has performed
in that other State independent personal services from a
fixed base situated therein, and the interest is
attributable to such permanent establishment or fixed base.
In such case the provisions of Article 7 (Business Profits)
or Article 14 (Independent Personal Services), as the case
may be, shall apply.

4. Where, by reason of a special relationship between
the payer and the beneficial owner or between both of them
and some other person, the amount of the interest, having
regard to the debt-claim for which it is paid, exceeds the
amount which would have been agreed upon by the payer and
the beneficial owner in the absence of such relationship,
the provisions of this Article shall apply only to the last-
mentioned amount. In such case the excess part of the
payments shall be taxable according to the laws of each
Contracting State, due regard being had to the other

provisions of the Convention.

ARTICLE 12
Royalties
1. Royalties beneficially owned by a resident of a

Contracting State may be taxed in that State.
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2. However, such royalties may also be taxed in the
Contracting State in which they arise and according to the
laws of that State, but if the beneficial owner is a
resident of the other Contracting State the tax so charged
shall not exceed 10 percent of the gross amount of the
royalties.

3. The term "royalties" as used in this Convention
means payments of any kind received as a consideration for
the use of, or the right to use, any copyright of literary,
artistic, or scientific work, including computer programs,
videocassettes, and cinematograph films and tapes for radio
and television broad-casting; any patent, trademark, design
or model, plan, secret formula or process, or other like
right or property; or information concerning industrial,
commercial, or scientific experience.

4. The provisions of paragraphs 1 and 2 shall not
apply if the beneficial owner of the royalties, being a
resident of a Contracting State, carries on or has carried
on business in the other Contracting State through a
permanent establishment situated therein, or performs or has
performed in that other State independent personal services
from a fixed base situated therein, and the right or
property in respect of which the royalties are paid is
effectively connected with such permanent establishment or

fixed base. In such case the provisions of Article 7
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(Business Profité) or Article 14 (Independent Personal
Services), as the case may be, shall apply.

5. a) Royalties shall be deemed to arise in a

Contracting State when the payer is that State itself,

a political subdivision, a local authority or a

resident of that State. However, where the person

paying the royalties, whether he is a resident of a

Contracting State or not, has in a Contracting State a

permanent establishment or a fixed base in connection

with which the liability to pay the royalties was
incurred, and such royalties are borne by such
permanent establishment or fixed base, then such
royalties shall be deemed to arise in that State in
which the permanent establishment or fixed base is
situated.

b) Where subparagraph a) does not operate to deem
royalties as arising in either Contracting State and
the royalties relate to the use of, or the right to
use, in one of the Contracting States any property or
right described in paragraph 3, they shall be deemed to
arise in that State.

6. Where, by reason of a special relationship between
the payer and the beneficial owner or between both of them
and some other person, the amount of the royalties, having
regard to the use, right, or information for which they are

paid, exceeds the amount which would have been agreed upon



- 24 -

by the payer and the beneficial owner in the absence of such
relationship, the provisions of this Article shall apply
only to the last-mentioned amount. In such case the excess
part of the payments shall be taxable according to the laws
of each Contracting State, due regard being had to the other

provisions of the Convention.

ARTICLE 13
Gains from the Alienation of Property
1. Gains derived by a resident of a Contracting State
from the alienation of real property referred to in Article
6 (Income from Real Property) and situated in the other
Contracting State may be taxed in that other State.
2. Gains from the alienation of:

a) shares of the stock of a company (whether or
not a resident of a Contracting State) the property of
which consists principally of real property situated in
a Contracting State; or

b) a participation in a partnership, trust, or
estate (whether or not a resident of a Contracting
State) to the extent attributable to real property
situated in a Contracting State

may be taxed in that State. For the purposes of this
paragraph, the term "real property" includes the shares of a
company referred to in subparagraph (a) or a participation

in a partnership, trust, or estate referred to in
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subparagraph (b), and in the case of the United States
includes a United States real property interest, as defined
in section 897 of the Internal Revenue Code (or any
successor statute).

3. Gains from the alienation of personal property that
are attributable to a permanent establishment which an
enterprise of a Contracting State has in the other
Contracting State, or that are attributable to a fixed base
available to a resident of a Contracting State in the other
Contracting State for the purpose of performing independent
personal services, and gains from the alienation of such a
permanent establishment (alone or with the whole enterprise)
or such a fixed base, may be taxed in that other State.

4. Gains from the alienation of any property other
than property referred to in paragraphs 1 through 3 shall be
taxable only in the Contracting State of which the alienator

is a resident.

ARTICLE 14

Independent Personal Services

1. Income derived by an individual who is a resident
of a Contracting State from the performance of personal
services in an independent capacity shall be taxable only in
that State, unless

a) such services are performed or were performed

in the other Contracting State; and
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b) the income is attributable to a fixed base that
the individual has or had regularly available to him in
that other State.

In such a case, the income attributable to that fixed base
may be taxed in that other State in accordance with
principles similar to those of Article 7 (Business Profits)
for determining the amount of business profits and
attributing business profits to a permanent establishment.
2. The_term "independent personal services" includes
especially independent scientific, literary, artistic,
educational or teaching activities, as well as the
independent services of physicians, lawyers, engineers,

architects, dentists, and accountants.

ARTICLE 15
Dependent Personal Services

1. Subject to the provisions of Articles 18
(Government Service), and 19 (Pensions), salaries, wages,
and other similar remuneration derived by a resident of a
Contracting State in respect of an employment shall be
taxable only in that State unless the employment is
exercised in the other Contracting State. If the employment
is so exercised, such remuneration as is derived therefrom
may be taxed in that other State.

2. Notwithstanding the provisions of paragraph 1 of

this Article, remuneration derived by a resident of a
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Contracting State in respect of an employment exercised in

the other Contracting State shall be taxable only in the

first-mentioned State if

a) the recipient is

present in the other State for

a period or periods not exceeding in the aggregate 183

days in the taxable year
b) the remuneration
an employer who is not a
and
c) the remuneration
establishment or a fixed
the other State.
3. Remuneration derived

State that would otherwise be

concerned; and
is paid by, or on behalf of,

resident of the other State:

is not borne by a permanent

base that the employer has in

by a resident of a Contracting

taxable in the other

Contracting State under the preceding provisions of this

Article may be taxed only in the first-mentioned State when

the remuneration is in respect of employment as a member of

the regular complement of a ship or aircraft operated in

international traffic.

ARTICLE 16

Directors' Fees

Directors' fees and similar payments derived by a

resident of a Contracting State in his capacity as a member

of the board of directors or similar body of a company that

is a resident of the other Contracting State may be taxed in



- 28 =
that other State except to the extent that they are
remuneration for services rendered in the first-mentioned

State.

ARTICLE 17
Artistes and Sportsmen

1. Notwithstanding the provisions of Articles 14
(Independent Personal Services) and 15 (Dependent Personal
Services), income derived by a resident of a Contracting
State as an entertainer, such as a theater, motion picture,
radio or television artiste, or a musician, or as a
sportsman, from his personal activities as such exercised in
the other Contracting State, may be taxed in that other
State.

2. Where income in respect of activities exercised by
an entertainer or a sportsman in his capacity as such
accrues not to the entertainer or sportsman himself but to
another person, that income may, notwithstanding the
provisions of Articles 7 (Business Profits), 14 (Independent
Personal Services) and 15 (Dependent Personal Services), be
taxed in the Contracting State in which the activities of
the entertainer or sportsman are exercised. For purposes of
the preceding sentence, income of an entertainer or
sportsman shall be deemed not to accrue to another person if
it is established that neither the entertainer or sportsman,

nor persons related thereto, participate directly or
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indirectly in the profits of such other person in any
manner, including the receipt of deferred remuneration,
bonuses, fees, dividends, partnership distributions or other
distributions.

3. Notwithstanding the provisions of paragraphs 1 and
2, income derived by a resident of a Contracting State as an
entertainer or sportsman shall be exempt from tax by the
other Contracting State if the visit to that other State is
substantially supported by public funds of the first-
mentioned State or a political subdivision or local
authority thereof or is made pursuant to a specific
arrangement agreed to by the Governments of the Contracting

States.

ARTICLE 18

Government Service

1. a) Remuneration, other than a pension, paid from the
public funds of a Contracting State, a political
subdivision or local authority thereof to an individual
in respect of services rendered in the discharge of
functions of a governmental nature shall be taxable
only in that State.

b) However, such remuneration shall be taxable
only in the other Contracting State if the services are
rendered in that State and the individual is a resident

of that State who:
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i) is a citizen of that State; or
ii) did not become a resident of that State

solely for the purpose of rendering the services.
2. a) Any pension paid by, or out of funds created by,
a Contracting State, a political subdivision or local
authority of that State to an individual in respect of
services rendered to that State, subdivision, or
authority shall be taxable only in that State.

b) However, such pension may also be taxed in the
other Contracting State if the individual is a resident
of, and a citizen of, that other State.

3. Notwithstanding the provisions of paragraphs 1 and
2, the provisions of Article 14 (Independent Personal
Services), Article 15 (Dependent Personal Services), or
Article 19 (Pensions), as the case may be, shall apply to
remuneration paid in respect of services rendered in

connection with a business.

ARTICLE 19
Pensions
1. Social security benefits and other public pensions
paid by a Contracting State, other than in consideration of
past employment, may be taxed only in that State.
2. Subject to the provisions of Article 18 (Government
Service), pensions and other similar remuneration derived

and beneficially owned by a resident of a Contracting State
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in consideration of past employment may be taxed only in

that State.

ARTICLE 20
Students, Trainees and Researchers

1. An individual who is a resident of a Contracting
State at the beginning of his visit to the other Contracting
State and who is temporarily present in that other State for
the primary purpose of:

a) studying at a university or other accredited
educational institution in that other State, or

b) securing training required to qualify him to
practice a profession or professional specialty, or

c) studying or doing research as a recipient of a

grant, allowance, or other similar payments from a

governmental, religious, charitable, scientific,

literary, or educational organization,
shall be exempt from tax by that other State with respect to
payments from abroad for the purpose of his maintenance,
education, study, research, or training, and with respect to
the grant, allowance, or other similar payments.

2. The exemption in paragraph 1 shall apply only for
such period of time as is ordinarily necessary to complete
the study, training or research, except that no exemption
for training or research shall extend for a period exceeding

five years.
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3. This Article shall not apply to income from

research if such research is undertaken not in the public

interest but primarily for the private benefit of a specific

person or persons.

ARTICLE 21
Other Income

1. Items of income of a resident of a Contracting
State, wherever arising, not dealt with in the foregoing
Articles of this Convention shall be taxable only in that
State.

2. The provisions of paragraph 1 shall not apply to
income if the beneficial owner of the income, being a
resident of a Contracting State, carries on or has carried
on business in the other Contracting State through a
permanent establishment situated therein, or performs or has
performed in that other State personal services in an
independent capacity from a fixed base situated therein, and
the income is attributable to such permanent establishment
or fixed base. 1In such case the provisions of Article 7
(Business Profits) or Article 14 (Independent Personal

Services), as the case may be, shall apply.
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ARTICLE 22
Limitation on Benefits
1. A person that is a resident of a Contracting State
and derives income from the other Contracting State shall be
entitled under this Convention to relief from taxation in
that other State only if such person is:

a) an individual;

b) engaged in the active conduct of business in
the first-mentioned State (other than the business of
making or managing investments, unless these activities
are banking or insurance activities carried on by a
bank or insurance company), and the income derived from
that other State is connected with, or is incidental
to, that business;

c) a company the shares of which are traded in the -
first-mentioned State on a substartial and regular
basis on an officially recognized securities exchange
or a company which is wholly owned, directly or
indirectly, by another company that is a resident of
the first-mentioned State and the shares of which are
so traded:;

d) a not-for-profit organization that is generally
exempt from income taxation in its Contracting State of
residence, provided that more than half of the

beneficiaries, members or participants, if any, in such
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organization are entitled, under this Article, to the
benefits of this Convention; or
e) a person that satisfies both of the following
conditions:
i) more than 50 percent of the beneficial
interest in such person, or in the case of a
company, more than 50 percent of the number of
shares of each class of the company's shares; is
owned directly or indirectly by persons entitled
to the benefits of this Convention under
subparagraphs a), c) or d), and
ii) not more than 50 percent of the gross
income of such person is used, directly or
indirectly, to meet liabilities (including
liabilities for interest or royalties) to persons
not entitled to the benefits of this Convention
under subparagraphs a), c) or d).
2. A person that is not entitled to the benefits of
the Convention pursuant to the provisions of paragraph 1
may, nevertheless, be granted the benefits of the Convention
if the competent authority of the State in which the income
arises so determines.
3. For purposes of subparagraph (e) (ii) of paragraph
1, the term "gross income" means gross receipts, or where a
person is engaged in a business which includes the

manufacture or production of goods, gross receipts reduced
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by the direct costs of labor and materials attributable to
such manufacture or production and paid or payable out of

such receipts.

ARTICLE 23
Property

1. Real property referred to in Article 6 (Income from
Real Property) owned by a resident of a Contracting State
and situated in the other Contracting State, may be taxed in
that other State.

2. Movable property forming part of the business
property of a permanent establishment which a resident of a
Contracting State has in the other Contracting State, or by
movable property pertaining to a fixed base available to a
resident of a Contracting State in the other Contracting
State for the purpose of performing independent personal
services, may be taxed in that other State.

3. Ships, aircraft, and containers owned by a resident
of a Contracting State and operated in international
traffic, and movable property pertaining to the operation of
such ships, aircraft, and containers shall be taxable only
in that State.

4. All other elements of property of a resident of a

Contracting State shall be taxable only in that State.
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ARTICLE 24
Relief From Double Taxation

In accordance with the provisions and subject to the
limitations of the law of each Contracting State (as it may
be amended from time to time without changing the general
principle hereof), each State shall allow to its residents
(and, in the case of the United States, its citizens), as a
credit against the tax on income, the income tax paid to the
other Contracting State by such residents (and, in the case

of the United States, also such citizens).

ARTICLE 25
Non-discrimination

1. A citizen of a Contracting State shall not be
subjected in the other Contracting State to any taxation or
- any requirement connected therewith which is other or more
burdensome than the taxation and connected requirements to
which a citizen of that other State or of a third State, who
is in the same circumstances, is or may be subjected. This
provision shall apply to persons who are not residents of
one or both of the Contracting States.

2. A resident of a Contracting State that has a
permanent establishment in the other Contracting State shall
not, in that other State and with respect to income
attributable to that permanent establishment, be subjected

to more burdensome taxes than are generally imposed on
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residents of that other State or of a third State that are
carrying on the same activities.

3. Except where the provisions of paragraph 1 of
Article 9 (Associated Enterprises), paragraph 4 of Article
11 (Interest), or paragraph 6 of Article 12 (Royalties)
apply, interest, royalties, and other disbursements paid by
a resident of a Contracting State to a resident of the other
Contracting State shall, for the purposes of determining the
taxable profits of the first-mentioned resident, be
deductible under the same conditions as if they had been
paid to a resident of the first-mentioned State. Similarly,
any debts of a resident of a Contracting State to a resident
of the other Contracting State shall, for the purposes of
détermining the taxable capital of the first-mentioned
resident, be deductible under the same conditions as if they
had been contracted to a resident of the first-mentioned
State.

4. A company that is a resident of a Contracting
State, the capital of which is wholly or partly owned or
controlled, directly or indirectly, by one or more residents
of the other Contracting State, shall not be subjected in
the first-mentioned State to any taxation or any requirement
connected therewith that is more burdensome than the
taxation and connected requirements to which other similar

companies that are residents of the first-mentioned State
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(whether owned by residents of that State or of a third
State) are or may be subjected.

5. Nothing in this Article shall prevent a Contracting
State from imposing the tax described in paragraph 5 of
Article 10 (Dividends).

6. This provision shall not be construed as obliging a
Contracting State to grant to citizens or residents of the
other Contracting State tax benefits granted by special
agreements to citizens or residents of a third State.

7. The provisions of this Article, notwithstanding the
provisions of Article 2 (Taxes Covered), shall apply to
taxes of every kind and description imposed by a Contracting

State or a political subdivision or local authority thereof.

ARTICLE 26

Mutual Agreement Procedure

1. Where a person considers that the actions of one or
both of the Contracting States result or will result for him
in taxation not in accordance with the provisions of this
Convention, he may, irrespective of the remedies provided by
the domestic law of those States, present his case to the
competent authority of the Contracting State of which he is
a resident or citizen.

2. The competent authority shall endeavor, if the
objection appears to it to be justified and if it is not

itself able to arrive at a satisfactory solution, to resolve
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the case by mutual agreement with the competent authority of
the other Contracting State, with a view to the avoidance of
taxation which is not in accordance with the Convention.

Any agreement reached shall be implemented notwithstanding
any time limits or other procedural limitations in the
domestic law of the Contracting States.

3. The competent authorities of the Contracting States
shall endeavor to resolve by mutual agreement any
difficulties or doubts arising as to the interpretation or
application of the Convention. 1In particular the competent
authorities of the Contracting States may agree:

a) to the same attribution of income, deductions,
credits, or allowances of a resident of a Contracting
State to its permanent establishment situated in the
other Contracting State;

b) to the same allocation of income, deductions,
credits, or allowances between persons;

c) to the same characterization of particular
items of income;

d) to the same application of source rules with
respect to particular items of income; and

e) to a common meaning of a term.

They may also consult together for the elimination of double
taxation in cases not provided for in the Convention.

4. The competent authorities of the Contracting States

may communicate with each other directly for the purpose of
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reaching an agreement in the sense of the preceding

paragraphs.

ARTICLE 27
Exchange of Information

1. The competent authorities of the Contracting States
shall exchange such information as is necessary for carrying
out the provisions of this Convention or of the domestic
laws of the Contracting States concerning taxes covered by
the Convention insofar as the taxation thereunder is not
contrary to the Convention. The exchange of information is
not restricted by Article 1 (General Scope). Any
information received by a Contracting State shall be treated
as confidential in the same manner as information obtained
under the domestic laws of that State and shall be disclosed
only to persons or authorities (including courts and
administrative bodies) involved in the assessment,
collection, or administration of, the enforcement or
prosecution in respect of, or the determination of appeals
in relation to, the taxes covered by the Convention. Such
persons or authorities shall use the information only for
such purposes. They may disclose the information in public
court proceedings or in judicial decisions.

2. In no case shall the provisions of paragraph 1 be
construed so as to impose on a Contracting State the

obligation:
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a) to carry out administrative measures at
variance with the laws and administrative practice of
that or of the other Contracting State;

b) to supply information which is not obtainable
under the laws or in the normal course of the
administration of that or of the other Contracting
State;

c) to supply information which would disclose any
trade, business, industrial, commercial, or
professional secret or trade process, or information
the disclosure of which would be contrary to public
policy.

3. If information is requested by a Contracting State
in accordance with this Article, the other Contracting State
shall obtain the information to which the request relates in
the same manner and to the same extent as if the tax of the
first-mentioned State were the tax of that other State and
were being imposed by that other State. 1If specifically
requested by the competent authority of a Contracting State,
the competent authority of the other Contracting State shall
provide information under this Article in the form of
depositions of witnesses and authenticated copies of
complete original documents (including books, papers,
statements, records, accounts, and writings), to the same

extent such depositions and documents can be obtained under
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the laws and administrative practices of that other State
with respect to its own taxes.

4. For the purposes of this Article, the Convention
shall apply, notwithstanding the provisions of Article 2
(Taxes Covered), to taxes of every kind imposed by a

Contracting State.

ARTICLE 28
Diplomatic Agents and Consular Officers
Nothing in this Convention shall affect the fiscal
privileges of members of diplomatic missions and consular
officers or employees of a consular establishment under the
general rules of international law or under the provisions

of special agreements.

ARTICLE 29
nt nto Force

1. This Convention shall be subject to ratification in
each Contracting State and instruments of ratification
shall be exchanged at Kiev as soon as possible.

2. The Convention shall enter into force on the date
of the exchange of instruments of ratification and its
provisions shall have effect:

a) in respect of taxes withheld at source on
dividends, interest or royalties, for amounts paid or

credited on or after the first day of the second month
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following the month in which the Convention enters into
force;

b) in respect of other taxes, for taxable periods
beginning on or after the first of January following
the date on which the Convention enters into force.

3. The Convention between the United States of America
and the Union of Soviet Socialist Republics on Matters of
Taxation, signed on June 20, 1973, ("the 1973 Convention")
shall cease to have effect when the provisions of this
Convention take effect in accordance with this Article.

4. Where any greater relief from tax would have been
afforded to a person entitled to the benefits of the 1973
Convention under that Convention than under this Convention,
the 1973 Convention shall, at the election of such person,
continue to have effect in its entirety for the first
taxable year .with respect to which the provisions of this
Convention would otherwise have effect under paragraph 2;
or, in the case of a person claiming the benefits of Article
III (1) (d) of the 1973 Convention at the time of entry into
force of this Convention, the 1973 Convention shall, at the
election of such person continue to have effect, in its
entirety, for the duration of the period of benefits

provided by that subparagraph.
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ARTICLE 30
Termination
1. This Convention shall remain in force until
terminated by a Contracting State. Either Contracting State
may terminate the Convention at any time after 5 years from
the date on which the Convention enters into force, by
giving, through diplomatic channels, at least 6 months prior
notice of termination in writing. In such event, the
Convention shall cease to have effect:

a) in respect of taxes withheld at source, for
amounts paid or credited on or after the first of
January following the expiration of the 6 month period;

b) in respect of other taxes, for taxable periods
beginning on or after the first of January following

the expiration of the 6 month period.

IN WITNESS WHEREOF, the undersigned, being duly
authorized by their respective Governments, have signed this
Convention.

DONE at Washington, this fourth day of March, 1994, in
duplicate, in the English and Ukrainian languages, both

texts being equally authentic.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF
UNITED STATES OF AMERICA: UKRAINE:



PROTOCOL

At the signing today of the Convention between the
Government of the United States of America and the
Government of Ukraine for the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion with Respect to Taxes
on Income and Capital, the undersigned have agreed upon the
following provisions, which shall form an integral part of
the Convention:

1. With regard to Article 4,

In the case of income derived by a partnership, trust,
or estate, residence is determined in accordance with the
residence of the person liable to tax with respect to such
income.

2. With regard to Article 7,

(a) A Contracting State's right to impose tax under
Article 7 on a resident of the other Contracting State
extends only to profits attributable to a permanent
establishment in the first State. A resident of the other
State may earn income from more than one investment or
activity:; under Article 7, income from any particular
investment or activity, whether from a source in the first
State or elsewhere, must be separately tested to determine
whether it may be included in profit attributable to a
permanent establishment in the first State.

Whether profits are attributable to a permanent

establishment is determined on the basis of the actual facts
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to a permanent establishment only if the profits are derived
from the assets employed by, or the activities engaged in
by, the permanent establishment. Profits derived from other
assets or activities are not attributable to the permanent
establishment.

Example. A company resident in a Contracting State is
engaged in oil and gas exploration, development and
production activities on a worldwide basis. The
company is producing o0il and gas through wells located
in the other Contracting State. The company is also
engaged in exploration in the other State. The
exploration activities are not carried on at the site
of the wells, are not conducted by the employees of the
well sites, do not use assets from the well site and
are concluded within 6 months. The company also
occasionally rents drilling equipment not currently
being used in its exploration activities to third
parties for use in the other State. Under subparagraph
2(f) of Article 5, the wells located in the other State
constitute a permanent establishment; the profits
attributable to that permanent establishment may be
taxed by the other State under Article 7. Under
paragraph 3 of Article 5, the exploration activities do
not constitute a permanent establishment in the other
State, and the expenses associated with such activities
may not be deducted in determining the profits from the
wells taxable in the other State. The rental of the
drilling equipment does not constitute a permanent
establishment in the other State, and the income from
such rental is not derived from the assets or
activities of the well site. The rental income is
therefore not taxable in the other State.

(b) A resident of a Contracting State maintaining a
permanent establishment in the other Contracting State may
also maintain offices in other countries, including a home
office in the first State and offices in third countries.

In computing the profits of the permanent establishment,
properly substantiated payments to third parties by the home

office or by offices in third countries should be taken into
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account to the extent such payments relate to the assets or
activities of the permanent establishment, or to the extent
that such payments relate to the assets or activities of the
resident as a whole and are reasonably allocable to the
permanent establishment. It is not necessary that such
payments actually be reimbursed by the permanent
establishment to the home offices or the office in the third
country.
3. With regard to Article 10,

In the case of dividends from a United States Regulated
Investment Company, subparagraph (b), and not subparagraph
(a), of paragraph 2 shall apply. 1In the case of dividends
from a United States Real Estate Investment Trust, the rate
of tax applicable under domestic law shall apply.

4. With regard to Article 11,

Notwithstanding the provisions of paragraph 1, the
United States may tax an excess inclusion with respect to a
Real Estate Mortgage Investment Conduit ("REMIC") in
accordance with its domestic law.

5. With regard to Article 14,

Taxes withheld at the source in a Contracting State at
the rates provided by domestic law will be refunded in a
timely manner on application by the taxpayer if the right to
collect the said taxes is limited by the provisions of the

Convention, including Article 14.

6. With regard to Article 22,
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The term "officially recognized securities exchange"
means the NASDAQ System owned by the National Association of
Securities Dealers, Inc., of the United States, any stock
exchange registered with the U.S. Securities Exchange
Commission as a national securities exchange for purposes of
the Securities Exchange Act of 1934, and any other exchanges
agreed to by the competent authorities of both Contracting
States.
7. With regard to Article 24,

(a) Ukraine agrees that:

i) an entity that is a resident of Ukraine and at
least 20 percent beneficially owned by residents of the
United States and that has total corporate capital of
at least $100,000 (or the equivalent in Ukrainian
currency),

ii) a permanent establishment in Ukraine of a
United States resident, or
iii) an individual who is a U.S. citizen or resident
and who carries on activities in Ukraine as an
entrepreneur (other than as a juridical person),
shall, in computing the taxes covered in paragraph 1(b) of
Article 2 (Taxes Covered), be permitted deductions for
interest (whether paid to a bank or another person and
without regard to the term of the loan) and for actual wages
and other remuneration for personal services (provided by

persons other than an entrepreneur referred to in
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subparagraph (iii), above). Based on the above, the United
States agrees that such taxes are income taxes for purposes
of Article 24 (Relief from Double Taxation).

b) The 20 percent beneficial ownership requirement
referred to in subparagraph (a) (i) may be owned
indirectly by residents of the United States but only
if the indirect ownership is through residents of the
United States or Ukraine.

c) For purposes of this Article, the U.S.
recipient of a dividend, interest, or a royalty that
may be taxed by Ukraine in accordance with Articles 10
(Dividends), 11 (Interest) or 12 (Royalties) shall be
deemed to be liable for such tax if such recipient
elects to include in his (or its) gross income for the
purposes of United States tax the amounts of such tax
paid to Ukraine.

d) Both sides agree that a "fictitious" or "tax
sparing” credit shall not be required for taxes that
were forgiven as part of an incentive program under
which one Contracting State grants a tax holiday to a
resident of the other Contracting State. However, the
Convention shall be promptly amended to incorporate a
tax sparing credit provision if the United States
hereafter amends its laws to authorize the provision of
such credits, or if the United States reaches agreement

on the provision of a tax sparing credit with any other
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country. It is understood that such amendment would be

subject to ratification by each Contracting State.



DEPARTMENT OF THE TREASURY

OFFICE OF PUBLIC AFFAIRS ¢ 1500 PENNSYLVANIA AVENVUE, N.W. ¢ WASHINGTON, D.C. ® 20220 * (202) 622-2960

March 4, 1994

Summary of Agreement Between U.S. and Republic of Korea on
Interpretation of Tax Treaty

1. With the exception of financial activities or transactions, Articles 8 (Business
Profits) and 9 (Permanent Establishment) of the United States-Korea Income Tax
Convention will be interpreted and applied in accordance with the 1992 Commentaries of
the OECD Model Income Tax Convention.

2. For purposes of the United States-Korea Income Tax Convention, the term
"royalties” does not include "gain derived from the sale, exchange or other disposition of
property or rights” of items of intangible property described in Article 14 (Royalties) of the
Convention, "if the consideration is a payment (or series of payments) that is not dependent
on the productivity or use of the property or right." Under this interpretation of Article 14,
which is consistent with the OECD Commentaries, payments for software ordinarily should
be regarded as business profits and therefore exempt from withholding tax at source.

3. For purposes of the United States-Korea Income Tax Convention, the term
“royalties” also does not include amounts received for services rendered by professionals
such as physicians, architects, engineers and lawyers that use the customary skills or
knowledge of their profession. Payments for services that include "know-how," however,
shall be treated as royalties to the extent the payment for the services is attributable to such
know-how. "Know-how" shall mean undivulged technical information, whether or not
patentable, that is necessary for the industrial reproduction of a product or process.

4. Neither government will prevent a taxpayer from requesting Competent
Authority assistance merely because the taxpayer has agreed to an adjustment as a result
of a tax examination.

These understandings were arrived at when delegations from the U.S. and Korean
governments met in Washington in December, 1993 to discuss tax matters of mutual
concern, particularly the interpretation and application of certain provisions of the United
States-Korea Income Tax Convention. The United States delegation consisted of
representatives of the Internal Revenue Service and the Treasury Department, and the
Korean delegation consisted of representatives of the National Tax Administration and the

Ministry of Finance.

In addition, the delegations acknowledged the concerns of their counterparts with
respect to a number of issues. The U.S. delegation confirmed that the United States would
continue to work closely with the OECD in the area of transfer pricing, particularly with
respect to the use of the comparable profits method and the profit split method. The
United States also indicated it would review the restrictions on the use of the profit split
method contained in current proposed regulations. The U.S. delegation acknowledged the



2

Both delegations confirmed that they recognize that the Convention is binding upon
both governments and must be performed by them in good faith and in accordance with
international law. They also recognized the possibility of significant changes in national
taxation laws that may affect implementation of the Convention, and that in such cases,
appropriate amendments of the Convention might be necessary after consultation and
negotiation between the two governments.

U.S. Department of Treasury
Office of International Tax Counsel



PUBLIC DEBT NEWS

Department of the Treasury ® Bureau of the Public Debt ® Washington, DC 20239

FOR RELEASE AT 3:00 PM Contact: Peter Hollenbach
March 4, 1994 (202) 219-3302

PUBLIC DEBT ANNOUNCES ACTIVITY FOR
SECURITIES IN THE STRIPS PROGRAM FOR FEBRUARY 1994

Treasurv's Bureau of the Public Debt announced activity figures tor the month of February

904, of securities within the Separate Trading ot Registered Interest and Principal ot
Szcunities program (STRIPS).

Dollar Amounts in Thousands

Principal Outstanding $§764.128.3514
(Eligible Securities)

Held in Unstripped Form $549.699.725
Held in Stripped Form S214.438.789
Reconstituted in February $12.463.089

The accompanying table uives a breakdown ot STRIPS acuvity by indiviaual loan description.
The balances in this table are subject to audit and subsequent revision. These monthly tigures
ire included in Table VI of the Monthly Statement of the Public Debr, entitled "Holdings ot
Treasury Securities in Stripped Form.’

[nformation about "Holdings of Treasury Securities in Stripped Form 15 now available on the
Department of Commerce’s Economic Bulletin Board (EBB). The EBB. which can be
accessed using personal computers. is an inexpensive service provided by the Department of
Commerce. For more information concerning this service call Z02Z-482-1986.

oltlo
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28 TABLE VI—HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM, FEBRUARY 28, 1994

(in thousands)
! ] Prncosl Amaunt Questanding
i | [ ‘ Reconssmasg
Loan Oescroton Matunty Ouats . Totw ‘ Porton MFG:'“ mm The Moray

< SB% Note C1994 RRTILE% ! 6.658.554 | $5.096.954 | $1.561.600 $18.00
1 4% Note 1996 | 21595 : 6,333,661 | 5.685,381 | 1.248.480 1780
U 1an Nots 81995 | 51596 | 7.127.088 4374286 | 2.752.800 a0m
1012% Note C-1995 | #1595 : -7.955.901 $137.101 | 2.818.800 50,000
312% Note O-1995 ' 158 ; 7318.550 3678.950 | 1639.600 800
378% Note A-1996 | 211596 8445745 7.186.545 | 1.259 200 76.800
T 38% Nowe C-1996 | 91596 i 20.085.643 19.200.843 | 884.800 . 4800
T 1 4% Note D-1996 ) 111596 | 20.258.810 17.990.810 | 2.268,000 o
$12% Not A-1987 | 51597 ‘ 9.921.237 8776837 | 1144.400 54,000
358% Note 81997 : 1597 | 9.362.8%8 7.994.836 | 1.368.000 200,000
378% Nots C1997 | 111597 ) 9.808.29 7.545.929 | 2.262.400 241,600
2 18% Note A-1998 | 21508 9.159.088 8.486.748 | 672.320 20800
3% Note 81998 ; ¥15/98 ‘ 9.165.387 6.628.987 | 2.536.400 £.400
31.4% Note C-1998 { 1508 i 11342648 9.352246 | 1 990.400 9600
378% Nots D-1998 1111508 | 9.902.875 70675 | 2891200 64 000
378% Nots A-1999 21599 i 9.719.623 8553223 | 1166.400 22,600
319% Note 81999 " 51599 10047103 | 6739.900 ; 1307.200 2
“N Note C 1999 81599 10,163,644 | 8.330.819 ' ’ m.azsxi 49 300
T 8% Note D-1999 111599 10.773.960 | 8 049.160 ' 2724800 |1 52.800
11 2% Note 4-2000 2 1500 10.673.083 | 9 460,633 212,400 ) 3
178% Nota 82000 91500 ‘ 10.496.230 6171.430 | <2480 155200
334% Note C-2000 | 81500 ‘ 11,080,646 8.062.086 | 3018560 || 3
3172% Note 0-2000 ‘, 111500 11519 682 9077682 | 2,442,000 212.400
7 34% Nota A-2001 . 21501 11.312.00 9.854.42 | 1 458,400 14.400
9% Note B-2001 | 1501 12.290.083 10.252.033 | 2.146.050 347000
*78% Note C-2001 81501 12,339,185 10,854.386 | 1 484.800 60.800
T 12% Now 02001 . 111501 24.228 12 23.106.582 i 1 119.520 152.400
1 2% Now A-2002 | s ! 11714397 10.733.357 | 981.040 o
&38% Note B8-2002 | 1502 23859015 23,441 415 ; 417.600 12.800
614% Note A-2003 | 215 23,562,091 2153850 | 2882 201
3 3a% Now 8-2003 i 81503 ‘ 28.01¢.028 28.007.828 | 3200 140,000
578% Note A-2004 . 21504 L 12,955 077 12955077 | o o
1 5B% Bona 2004 11504 f _ 8.301 806 | £.445.806 | 1856.000 520,000
“2% Bond 2005 51508 4260758 | 3430758 £30.000 76.000
'334% Bong 2005 31505 ’ 9.269.713 8768.113 . so1.eoo|k 28.000
118% 8ang 2006 21506 4755916 | 4755276 640} >
“* 34% Bond 200314 BRLRP 6.005.584 | 3.907.984 | 2.097.600 | 637600
"1 14% Bona 2015 L 21915 ‘ 12.667.799 | 54R.919 | 7 234800 | 1117800
“358% Bond 2015 ! 81515 | 7149916 2.587.356 | 4.562.560 | o
278% Bong 2015 s { 6.899.85 2908259 | 3.993.600 530400
31 4% Bona 2016 b 21516 | 7.268.854 8213254 | 1053,600 | 158,400
4% s 206 . 51516 | 18.823551 18.282.751 | 540.800 3
T 12% Bono 2016 11916 | 18.864 448 17843248 | 10212001 24,000
5 34% Bond 2017 LTy ‘ 18.194.168 4274169 | 13.920000 | 25120
8778% Bono 2017 [ 81517 14018858 5,085,658 | 8.531.200 94.400
318% Bona 218 | 91518 8.708 639 41409 | 7067 200 30.400
"I% Bong 2018 L 1111518 9.032.870 1110870 | 7.322.000 443,000
8.78% Bora 2019 ! 21519 19.250.798 3124398 | 16.126.400 51200
$18% Bona 2019 | 81513 2021283 16.048.712 | 4165120 984.480
312% Bond 2020 L 21520 10.228 8o 3573668 1 6.655.200 216,000
834% 8Bong 2020 Y0 , 10,158 863 1.810.883 | 8.348.000 2020
334% Bong 2020 81520 " 21.418.608 | 3.591.566 | 17.827.040 200
" 78% Bong 221 218721 ; 11113373 | 9.641.373 | § 472,000 304000
818% Bond 221 521 | 11958 898 | 4651048 | 7.307.840 1043840
$18% bora 2021 - 815 12163482 | 6648602 | 5.514,880 049,120
8% Bong 2021 | nnsz1 ‘ 2.798.304 | 9563344 | 2295060 1060125
T14% Bora Ax22 nyz l 10.352.790 | 9.101.590 | 1251200 4
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TABLE VI—HOLDINGS OF TREASURY SECURITIES IN STRIPPED FORM, FEBRUARY 28, 1994—Continued 29
(in thousands)
Prncipal Amount Outstanding
Reconsttuted
Loan Descrpton Matunty Oate Portion Held n Porton Heid n This Month!
Total Unstnpped Form Stnpped Form

7-1/8% Bond 2023 21523 18,374.361 17.966.361 408.000 9
6-1/4% Bond 2023 1523 22,909,044 22.854.292 54,752 102.848
Towsd 764.158.514 549.699.725 214.458.789 12 465.089

‘Effective May 1. 1987, secumes heid n sthpped (oM were eagiie for reconsttubon to thes unstpped form

Note: On the 4th workday ot each month Tabie VI will be avaiabie after 3.00 pm eastam tme on the Commerce Department s Econommec Butietn Board (EBB) The telephone number for more information
about £B8 5 (202) 482-1986. The balances n s table are subDect to audt and subsequent adustments



DEPARTMENT OF THE TREASURY

1500 PENNSYLVANIA AVENUE, N.W. « WASHINGTON, D.C. ¢ 20220 « (202) 622-2960

FOR IMMEDIATE RELEASE
Text as Prepared for Delivery
March 4, 1994

REMARKS OF TREASURY SECRETARY LLOYD BENTSEN
BORDER TEXAN OF THE YEAR
HIDALGO, TEXAS.

Speaker Sam used to say "if a man does his job, he’ll get more credit than he’s
entitled to." He sure was right.

B.A. and I have been to a lot of places, we’ve traveled far in public life. But
you're still the warmest, the friendliest, the happiest group of people we’ve ever met.

And one more word -- loyal.

You let me serve you 30 years. I have a great job now, but I'll tell you the truth |
-- I miss being the Senator from Texas.

I know my former constituents. Some of you are probably looking at us and
wondering -- well, have the Bentsen’s changed? Let me put it this way. When I dine
with Boris Yeltsin or John Major - I still add hot sauce to my soup!

Morris Atlas -- you were awfully generous with those words. I can imagine all the
energy that went into planning this. You even brought my family together for me, and I
appreciate that, too. I don’t see them enough.

Morris is what I call a lawyer’s lawyer. That means he’s not just a lawyer - he’s a
counselor. He’s been a counselor to the Bentsen family, and he and Rita are life-long

friends. I thank you.

And to my able and distinguished friend, the powerful chairman of the
Agriculture Committee -- Kika de la Garza. What a friend of mine -- I should say a
friend of everybody here. As chairman of the Agriculture Committee he has been of
great help to the Valley.
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One more thing: I know the money you’re raising is headed to the Vannie Cook
Cancer Center. I'm proud you’re contributing to such a good cause.

Well, I don’t know if it’s the Texas air -- but I'm glad to be home.

I saw in the paper that the Valley is now the fourth fastest growing area in the
United States. That didn’t surprise me. I was surprised we weren’t number one.

When you have an exploding economy like we do -- when 11,000 jobs are created
in the McAllen-Edinburg-Mission area, like we did last year -- we’re going to attract
people.

When I took office as a Senator, Texas had maybe 12 million people. When 1
left, Texas had 17 million. Tremendous growth.

But, now, in my new line of work, I look at those numbers a little differently. The
way I see it is, I went from 17 million bosses, to just one. It took a little getting used to.

This President is one of the most active ones legislatively that I've seen since
Lyndon Johnson.

Last year, we had two big successes. First, we passed the economic plan. We cut
the budget deficit -- finally. We’re $126 billion ahead of where we’d be now if we had
done nothing.

We created almost two million jobs nationwide in 1993. That’s more than were
created in the previous four years. Business investment is up. 4th quarter growth was
7.5 percent, the highest it’s been in 10 years. Let me tell you, it’s a good time to be
Treasury Secretary.

Second, we passed NAFTA. I may be the one earning the Border of the Year
Award, but there are quite a few members of Congress, and Cabinet people, and
business people, and our President and our Vice President, and former Presidents, and
former Treasury Secretaries who helped pushed NAFTA.

In Washington, and across the country, I think we learned a new definition of the
word border.

We didn’t need a new definition here. But people elsewhere thought of border as
some end point. Time to stop. Time to halt.

It's like when you have small children and you’re teaching them to color, and you
say "Don’t go out of the borders. Stay within the lines."
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Well, this border has a line you want to cross -- cross it with products.

Seventy percent of the imports Mexicans buy are American goods. Each Mexican,
on average, purchases more U.S.-made products than the average Japanese, German, or
Canadian.

Almost 200,000 jobs in Texas are supported by exports to Mexico. I don’t know
what it is in Texas, but nationally, export-related jobs pay about 15 percent more than
the average job.

Half of all Texas jobs supported by Mexican exports were created in the last five
years, when Mexico started lowering tariffs. And Texas tripled its sales there.

I knew the potential of Mexico. President Salinas and I have been friends for
years. I've seen what he’s done. The solid growth in Mexico. Bringing inflation down
into the single digits. Restructuring Mexico’s international debt. Attracting foreign
capital.

When you sign up with a partner, you don’t want a weak one. You want a strong
one.

Mexico is emerging as a strong partner for us. It is committed to economic
growth, and that will be good for them and good for us.

It’s not just geography our countries share in this partnership. I think we share a
mutual respect. And respect that will grow as we do more business.

The big winner in this will be the Valley. We’re seeing the large retailers come in
to attract shoppers on both sides of the border.

You're seeing infrastructure built. Highways, roads, fiber optic connections to
Mexico -- and that means jobs. You’ll see an increase in the manufacturing base -- so,
more jobs.

And you’ll see a boom in education. I was at the University of Texas
Pan American today. There’s a school that has 14,000 students, and should have 20,000
by the year 2000. I remember when it had a couple hundred and it was a two-vzar
community college.

I told them today, if I were the big companies, I'd be down in the Valley
recruiting. What an advantage these students have. The language skills, the
understandmg of the culture, and now the technical background as they start up an
engineering school.
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It’s our diversity that gives us our strength. Here we have that in abundance. We
know what it takes to do business on both sides of the border.

We have problems still. But when you’re in a partnership, it’s a lot easier to solve
some of those things and find cooperation -- than when you have no partnership, no ties,
no sense of helping each other.

The border needed cleaning up long before NAFTA, and it will need to be
cleaned up after NAFTA. The NAFTA debate brought the country’s attention to the
situation.

For years it was hard to get their attention, but we have it now.

Now we have something called a NADBank -- the North American Development
Bank. Now we have something called a Border Environment Cooperation Commission.

Without NAFTA, we would not have those things.

NADBank will provide $2 to $3 billion in loans to finance clean-up projects.
That’s money contributed equally by the United States and Mexico.

And the new Commission will assist the border states in coordinating and
financing environmental infrastructure projects. The degree of local and public
participation on this will be unprecedented.

We don’t want to see all the decisions on what to do coming out of Washington.
They’ll also be made by the experts on the border. This is international cooperation -- at
the local level.

I went to the signing ceremony with the Mexican Finance Minister Pedro Aspe,
where the World Bank has agreed to extend loans to Mexico for $1.8 billion and the
Mexican government will contribute $2.2 billion to clean-up the Mexican side of the
border.

I remember I used to swim in the Rio Grande. You can’t do that now, but I
haven’t given up on the idea. Maybe one day -- maybe one day.

You know, I was at a meeting in France a few years ago. A man got up and said:
"Look at the great changes in the world. The end of the Cold War. Europe and Asia
emerging as the world leaders. And America on the decline."

It’s a little ironic that now much of Europe is in a recession, Japan is growing
much too slowly, and America is not just a political and a military leader -- we remain
the world’s economic leader -- the engine of growth in the world.
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I'll be in Detroit a week from Monday, talking to the Europeans and the Japanese
about creating jobs.

And in two weeks, I'll be hosting a meeting of the finance ministers of 15 Asian
and North American countries. We’ll be talking about how to open markets. How to do
business across a border called the Pacific Ocean. The kind of growth we’re seeing in
Mexico, we’re seeing in Asia. In fact, it’s even more explosive there.

A country like Indonesia has been growing -- on average -- more than 6 percent a
year for the past 25 years. Or look at Thailand. In the last two years, they grew better
than 7 percent. Or China grew at 13 percent last year.

In countries like that a person’s income can double every decade. We want those
countries to grow, because I know what happens when people get money. They buy
things.

And they need to develop infrastructure -- highways, and sewage systems, and
water treatment plants just like they do here. You look at the Colonias along the border
-- and you can understand what I'm talking about.

Well, you gave me a great tribute tonight. This is a night 'm going to long
remember. But the best tribute we can pay the border, and the people who live on both
sides, is to make our partnership work. Your future depends on it. The Valley’s future
depends on it. And so does the future of this hemisphere. :

Let me end with a story. You've probably heard this one, but I like it. So, you’ll
hear it again. One of the first times I left the Valley was to enter the Army. I ended up
in the Air Corps in Europe. One day I was flying a combat mission over Europe, got in
trouble, lost a couple of engines and made an emergency landing in Yugoslavia and
washed out a four-engine bomber. I could see soldiers coming toward me. I didn’t know
if they were allies or Germans. But I walked out, and one of them called out and said:
"T bagged groceries for your mother in McAllen."

No matter where I am in the world -- there’s nothing better than meeting Texans.
Thank you so very much. It’s been a wonderful evening, spent with wonderful friends.
-30-



DEPARTMENT OF THE TREASURY

1500 PENNS YLVANIA AVENUE, N.W. « WASHINGTON, D.C. ¢ 20220 « (202) 622-2960

FOR IMMEDIATE RELEASE
Text as Prepared for Delivery
March 4, 1994

REMARKS OF TREASURY SECRETARY LLOYD BENTSEN
UNIVERSITY OF TEXAS PAN AMERICAN
EDINBURG, TEXAS

Thank you. I'm very touched by your tributes, and by this honor.
Many in this room out-did yourselves on my behalf -- especially Jack Blanton.

He and Laura Lee are dear friends -- the finest you can have. What an
able businessman, possessed with great compassion. Jack -- B.A. and [ are very
appreciative. Thank you.

And thank you President Nevarez. I know all the work you've done on this.

To be honest, I haven’t quite figured it all out. Here I am of Danish ancestry,
went to school in Austin, and majored in law. But they go name an engineering chair
and scholarships after me, in Edinburg, that’ll help Hispanic Americans.

Only in Texas!

They sent me a curriculum sheet. I noticed engineering students have to take
classes way beyond my understanding -- electro mechanical systems, solid state electronic
devices, thermodynamics, fluid mechanics.

And then six hours of something called: U.S. and Texas government. That one
I'd have a shot at passing!

All this reminds me of a TV station I had named after me once. Some years
ago, I was an early stockholder in TV station KRGV. We sold out to Lyndon Johnson,
and it became known as LBJ’s station. Later, a fellow stopped me on the street to read
me the riot act about the programming on "my" station. I said: "Hold it -- that’s LBJ’s
station now." He said: "Right -- LBJ. Lloyd Bentsen, Junior."

1TD £00C
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I'm always glad to be back in south Texas -- to my roots. I have great pride in
this school -- and not just because I like its architecture.

I’'ve watched it grow. When I was looking for a school to attend, this was a junior
college. It didn’t have more than a couple hundred students.

We had 18 in my Sharyland High School class. I remember one of my friends
wanted to be an engineer. There was nothing around here, so he went on to MIT.

Now, they tell me you have 14,000 students. Seventy percent of Valley kids who
go onto college come here, and many are the first generation in their families to attend
college. That’s the American dream, isn’t it?

I remember in the ’60s when you changed the name to Pan American.
You wanted to bridge the cultures of North and South.

[t was a great vision -- you were just a few decades ahead of Washington. But we
passed NAFTA last year -- and what a breakthrough that’s going to be -- in building
trade, in creating jobs, and in growing industries.

I'll tell you what American companies that want to do business in Mexico need
right now. Good Texas engineers with some border heritage in them.

If I were some of those big companies (the Intels, the AT&Ts, the Exxons,
the Texas Instruments of the world) I'd be down here recruiting. What an advantage
these students will have. The language skills, the understanding of the culture, and now
they’ll have the technical backgrounds.

You know, I'm proud to be a lawyer. If I had to do it again, I'd still go to law
school. But as Treasury Secretary, well, I have an interest in our economy -- especially
in growing it.

Somebody showed me a statistic. If an extra 10 percent of university students
went into engineering, our growth rate would rise half a percent. Then they showed me
that if law school enrollment doubled, growth would fall by a third of a percent! Of
course, those numbers come from economists, and you know how reliable they are!

But it’s nice to know what we’re doing today will grow the economy.
I know it'll help the Rio Grande Valley. I know it’ll help Texas. And I know it’ll
help many young people here -- for many years to come. I'm just glad to be on the

receiving end of such a nice honor. Thank you very much.

-30-
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RTC

RESOLUTION TRUST CORPORATION

Resolving The Crisis
Restoring The Confidence

March 3, 1994

The Honorable Donald W. Riegle, Jr.
United States Senate

105 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Senator Riegle:

As you know, I testified before your Committee last week in connection with the semi-
annual Oversight hearings on the RTC. I was asked about any contacts which I had with
representatives of the White House on RTC matters and described a meeting which I had.

I would like to expand the record as follows. First, to the best of my recollection, no non-
public information was provided on this case to representatives of the White House during
that discussion. Second, it is my understanding that RTC staff had already had discussions
with Senator D’Amato’s staff on statute of limitations issues. Third, the Treasury General
Counsel, who also attended the meeting, has advised me that before that meeting she sat
down with this Department’s designated Ethics Officer. She informed him of the purposes of
the meeting and asked his view. He advised her that he saw no problem.

In short, there was no discussion whatsoever on the substance of this case. That’s because I

never have had, nor have, any knowledge of the substance. I have received no documents in

that regard, nor otherwise received any information on the substance of this matter.
Singely,

Roger C. Altman
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FOR IMMEDIATE RELEAgﬁn‘J”, ‘ CONTACT: Office of Financing
March 7, 1994 LR NN S 06 202-219-3350

RESULTS OF TREASURY'’S AUCTION OF 13-WEEK BILLS

Tenders for $12,636 million of 13-week bills to be issued
March 10, 1994 and to mature June 9, 1994 were
accepted today (CUSIP: 912794K94).

RANGE OF ACCEPTED
COMPETITIVE BIDS:
Discount Investment

Rate Rate Price
Low 3.50% 3.58% 99.115
High 3.52% 3.60% 99.110
Average 3.52% 3.60% 99.110

Tenders at the high discount rate were allotted 27%.
The investment rate is the equivalent coupon-issue yield.

TENDERS RECEIVED AND ACCEPTED (in thousands)

Received Accepted
TOTALS $58,165,092 $12,635,922
Type
Competitive $53,252,166 $7,722,996
Noncompetitive 1,384,871 1,384,871
Subtotal, Public $54,637,037 $9,107,867
Federal Reserve 2,987,655 2,987,655
Foreign Official
Institutions 540,400 540,400
TOTALS $58,165,092 $12,635,922
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Department of the Treasury ® Bureau of the Public Debt ® Washington, DC 20239

FOR IMMEDIATE RELEASE L IpE s ﬁQNEACR, Office of Financing
March 7, 1994 S 202-219-3350

RESULTS OF TREASURY' ﬁ ﬁUCT‘PN OE @6 -WEEK BILLS

'.i\ w ok

Tenders for $12,611 million of 26- week bills to be issued
March 10, 1994 and to mature September 8 1994 were
accepted today (CUSIP: 912794N26Y. ' v

RANGE OF ACCEPTED
COMPETITIVE BIDS:
Discount Investment

Rate Rate Price
Low 3.73% 3.86% 98.114
High 3.75% 3.88% 98.104
Average 3.75% 3.88% 98.104

Tenders at the high discount rate were allotted 26%.
The investment rate is the equivalent coupon-issue yield.

TENDERS RECEIVED AND ACCEPTED (in thousands)

Received Accepted
TOTALS $47,008,815 $12,610,812
Type
Competitive $41,887,155 $7,489,152
Noncompetitive 997,560 997,560
Subtotal, Public $42,884,715 $8,486,712
Federal Reserve 2,900,000 2,900,000
Foreign Official
Institutions 1,224,100 1,224,100
TOTALS $47,008,815 $12,610,812

LB-687
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March 8, 1994

FEDERAL FINANCING BANK

Charles D. Haworth, Secretary, Federal Financing Bank (FFB),
announced the following activity for the month of January 1994.

FFB holdings of obligations issued, sold or guaranteed by
other Federal agencies totaled $125.2 billion on January 31,
1994, posting a decrease of $3,001.3 million from the level on
December 31, 1993. This net change was the result of a decrease
in holdings of agency debt of $699.5 million, a decrease in
holdings of agency assets of $0.5 million, and a decrease in
holdings of agency-guaranteed loans of $2,301.3 million. FFB
made 13 disbursements during the month of January, priced 11
maturity extensions, and repriced 250 REA-guaranteed loans. FFB

also received 68 prepayments in January.

Attached to this release are tables presenting FFB January
loan activity and FFB holdings as of January 31, 1994.

TD LOQ



Page 2 of 11
FEDERAL FINANCING BANK
JANUARY 1994 ACTIVITY
AMOUNT FINAL INTEREST

BORROWER DATE OF ADVANCE MATURITY RATE
AGENCY DEBT

RESOLUTION TRUST CORPORATION

Note 21 /Advance #1 1/3 $30,542,059,971.76 4/1/94 3.173% S/A
GOVERNMENT - GUARANTEED LOANS

GENERAL SERVICES ADMINISTRATION

Foley Square Office Bldg. 1/3 $7,051,191.00 12/11/95 4.321% S/A
Oakland Office Building 1/4 $246,883.00 9/5/23 6.500% S/A
ICTC Building 1/19 $7,817,170.32 2/15/94 3.169% S/A
HCFA Headquarters 1/19 $3,191,673.00 6/30/95 3.941% S/A
Foley Square Courthouse 1/21 $14,461,021.00 12/11/95 4.162% S/A
Foley Services Contract 1/21 $176,579.94 12/11/95 4.162% S/A
Chamblee Office Building 1/26 $19,460.00 4/1/97 4.680% S/A
Oakland Office Building 1/26 $491,066.00 9/5/23 6.377% S/A
Memphis IRS Service Cent. 1/27 $32,594.82 1/3/95 3.615% S/A
RURAL ELECTRIFICATION ADMINISTRATION

@Alabama Electric #026 1/3 $12,127,227.77 12/31/15 6.248% Qtr.
@Alabama Electric #026 1/3 $1,425,265.18 12/31/15 6.248% Qtr.
@Alabama Electric #026 1/3 $405,762.08 12/31/15 6.248% Qtr.
@Alabama Electric #026 1/3 $5,315,006.79 12/31/15 6.248% Qtr.
@Alabama Electric #178 1/3 $319,899.16 12/31/15 6.248% Qtr.
@Alabama Electric #178 1/3 $1,699,427.36 12/31/15 6.248% Qtr.
*Allegheny Electric #093 1/3 $1,985,840.67 12/31/13 6.165% Qtr.
*Allegheny Electric #093  1/3 $3,190,171.04 12/31/13 6.165% Qtr.
*Allegheny Electr}c #093 1/3 $3,539,822.93 12/31/13 6.165% Qtr.
*Allegheny Electr}c #175 1/3 $3,393,521.25 12/31/15 6.248% Qtr.
*Allegheny Electr}c #255 1/3 $2,305,941.20 12/31/19 6.345% Qtr.
*Allegpeny Electrlq #304 1/3 $237,450.52 12/31/18 6.329% Qtr.
@Assoc;ated Electr}c #020 1/3 $20,910,849.06 12/31/09 5.942% Qtr.
@Assoc;ated Electr}c #020 1/3 $4,020,862.30 12/31/09 5.942% Qtr.
@Associated Electric #020 1/3 $4,022,794.74 12/31/09 5.942% Qtr.
@Assoc;ated Electr}c #020 1/3 $4,049,865.49 12/31/09 5.942% Qtr.
@Associated Electric #020 1/3 $4,051,735.02 12/31/09 5.942% Qtr.
S/A is a Semi-annual rate: Qtr. is a Quarterly rate.

8 interest rate buvdown
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AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT - GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@Associated Electric #020 1/3 $6,500,812.68 12/31/09 5.942% Qtr.
@Associated Electric #020 1/3 $5,419,037.33 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $2,495,320.94 1/3/11 6.003% Qtr.
gAssociated Electric #020 1/3 $3,338,925.56 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $3,344,834.48 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $3,359,359.29 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $3,360,912.54 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $2,511,322.74 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $4,183,407.35 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $4,170,947.20 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $4,174,186.35 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $4,131,565.48 1/3/11 6.003% Qtr.
@Associated Electric #020 1/3 $4,227,685.67 1/3/12 6.062% Qtr.
@Associated Electric #020 1/3 $3,076,277.06 1/3/12 6.062% Qtr.
@Associated Electric #020 1/3 $1,188,073.08 1/3/12 6.062% Qtr.
@Associated Electric #020 1/3 $2,895,783.65 1/3/12 6.062% Qtr.
@Associated Electric #020 1/3 $6,939,521.74 12/31/12 6.116% Qtr.
@Associated Electric #020 1/3 $2,618,542.55 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $9,521,972.84 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $11,521,586.98 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $3,911,206.28 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $11,447,433.47 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $7,625,438.70 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $7,636,940.82 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $6,682,323.40 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $9,546,176.22 12/31/15 6.248% Qtr.
@Associated Electric #132 1/3 $8,591,558.49 12/31/15 6.248% Qtr.
@Central Iowa Power #169 1/3 $3,799,612.84 12/31/14 6.210% Qtr.
8Central Iowa Power #169 1/3 $2,411,540.00 12/31/15 6.248% Qtr.
@Cornbelt Power #055 1/3 $167,783.71 12/31/14 6.210% Qtr.
8rornbelt Power #055 1/3 $117,996.55 12/31/15 6.248% Qtr.
gCoop. Power Assoc. #001 1/3 $918,964.66 12/31/09 5.942% Qtr.
@Coop. Power Assoc. #070 1/3 $10,308,571.38 4/1/96 4.428% Qtr.
gCoop. Power Assoc. #121 1/3 $1,050,436.56 12/31/15 6.248% Qtr.
@Coop. Power Assoc. #156 1/3 $1,383,376.10 4/1/96 4.429% Qtr.

S/A is a Semi-annual rate: Qtr. is a Quarterly rate.

interest rate buydown
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FEDERAL FINANCING BANK
JANUARY 1994 ACTIVITY

AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT -~ GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@E. Iowa Coop. #184 1/3 $4,285,840.57 12/31/15 6.248% Qtr.
@E. Iowa Coop. #184 1/3 $7,297,057.75 12/31/15 6.248% Qtr.
@E. Iowa Coop. #184 1/3 $2,389,455,31 12/31/15 6.248% Qtr.
@East Kentucky Power #073 1/3 $3,499,471.19 12/31/15 6.248% Qtr.
@East Kentucky Power #073 1/3 $6,474,946.51 12/31/15 6.248% Qtr.
@East Kentucky Power #073 1/3 $7,146,872.21 12/31/15 6.248% Qtr.
@East Kentucky Power #073 1/3 $3,563,524.35 12/31/15 6.248% Qtr.
@East Kentucky Power #140 1/3 $4,702,305.11 12/31/15 6.248% Qtr.
@East Kentucky Power #140 1/3 $962,739.52 12/31/15 6.248% Qtr.
@Hoosier Electric #107 1/3 $17,416,698.04 1/3/05 5.578% Qtr.
@Hoosier Electric #107 1/3 $19,070,489.05 12/31/15 6.248% Qtr.
8M & A Electric #111 1/3 $466,118.26 12/31/15 6.248% Qtr.
*N. Dakota Central #278 1/3 $400,624.36 1/3/17 6.281% Qtr.
*N. Dakota Central #278 1/3 $550,427.25 1/3/17 6.281% Qtr.
@Pacific Northwest #118 1/3 $1,549,499.65 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $5,115,777.49 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $1,550,004.03 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $1,378,399.36 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $1,625,383.49 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $1,187,266.11 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $1,728,798.04 12/31/14 6.210% Qtr.
@Pacific Northwest #118 1/3 $1,845,799.45 12/31/15 6.248% Qtr.
@South Miss. Elec. #003 1/3 $344,969.88 12/31/15 6.248% Qtr.
@South Miss. Elec. #003 1/3 $674,974.28 12/31/15 6.248% Qtr.
@South Miss. Elec. #003 1/3 $947,626.88 12/31/15 6.248% Qtr.
@South Miss. Elec. #003 1/3 $57,127.88 12/31/15 6.248% Qtr.
@South Miss. Elec. #003 1/3 $64,705.18 12/31/15 6.248% Qtr.
@South Miss. Elec. #004 1/3 $226,706.58 12/31/13 6.165% Qtr.
@South Miss. Elec. #004 1/3 $507,462.96 12/31/13 6.165% Qtr.
@South Miss. Elec. #090 1/3 $409,651.42 12/31/14 6.210% Qtr.
@South Miss. Elec. #090 1/3 $610,314.84 12/31/15 6.248% Qtr.
@South Miss. Elec. #171 1/3 $22,929,839.02 12/31/14 6.210% Qtr.
@South Miss. Elec. #171 1/3 $61,454,543.06 12/31/14 6.210% Qtr.
@South Miss. Elec. #171 1/3 $16,226,083.17 12/31/15 6.248% Qtr.
@South Miss. Elec. #171 1/3 $15,777,011.48 12/31/15 6.248% Qtr.
S/A 1s a Semi-annual rate: Qtr. is a Quarterly rate.

@ interest rate buydown
* maturity extension
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AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT - GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@Saluda River Electri #186 1/3 $889,086.99 12/31/15 6.248% Qtr.
@Saluda River Electri #186 1/3 $6,174,991.14 12/31/15 6.248% Qtr.
@Saluda River Electri #186 1/3 $1,647,809.30 12/31/15 6.248% Qtr.
@Saluda River Electri #186 1/3 $950,769.11 12/31/15 6.248% Qtr.
@Saluda River Electri #186 1/3 $8,175,708.03 12/31/15 6.248% Qtr.
@San Miguel Electric #110 1/3 $5,834,786.35 12/31/15 6.248% Qtr.
@san Miguel Electric #110 1/3 $7,615,539.84 12/31/15 6.248% Qtr.
@San Miguel Electric #110 1/3 $6,795,764.37 12/31/15 6.248% Qtr.
@Seminole Electric #141 1/3 $8,007,125.73 12/31/15 6.248% Qtr.
@Seminole Electric #141 1/3 $3,344,528.31 12/31/15 6.248% Qtr.
@Seminole Electric #141 1/3 $6,561,118.83 12/31/15 6.248% Qtr.
@Seminole Electric #141 1/3 $3,168,418.39 12/31/15 6.248% Qtr.
@seminole Electric #141 1/3 $6,096,728.99 12/31/15 6.248% Qtr.
@Seminole Electric #141 1/3 $13,882,017.66 12/31/15 6.248% Qtr.
@Seminole Electric #141 1/3 $4,006,136.66 12/31/15 6.248% Qtr.
@" minole Electric #141 1/3 $8,107,875.40 12/31/15 6.248% Qtr.
€ minole Electric #141 1/3 $10,038,553.26 12/31/15 6.248% Qtr.
@ceminole Electric #141 1/3 $8,685,232.97 12/31/15 6.248% Qtr.
@Sho-Me Power #164 1/3 $1,126,164.17 12/31/14 6.210% Qtr.
@sho-Me Power #164 1/3 $1,248,791.27 12/31/15 6.248% Qtr.
@sho-Me Power #164 “1/3 $1,240,225.93 12/31/15 6.248% Qtr.
@Sho-Me Power #164 1/3 $328,161.78 12/31/15 6.248% Qtr.
@Sho~Me Power #164 1/3 $639,247.29 12/31/15 6.248% Qtr.
@S. Illinois Power #038 1/3 $4,007,438.74 1/3/11 6.003% Qtr.
@Tri-State #157 1/3 $1,183,643.78 12/31/15 6.248% Qtr.
@Tri-State #157 1/3 $1,122,094.31 12/31/15 6.248% Qtr.
@Tri-State #157 1/3 $473,457.68 12/31/15 6.248% Qtr.
@Tri-state #177 1/3 $214,150.59 12/31/15 6.248% Qtr.
@Tri-State #177 1/3 $10,559,362.13 12/31/15 6.248% Qtr.
@Tri-State #199 1/3 $2,122,983.59 12/31/15 6.248% Qtr.
@United Power Assoc. #086 1/3 $3,032,449.83 12/31/15 6.248% Qtr.
@United Power Assoc. #122 1/3 $1,161,681.60 12/31/12 6.116% Qtr.
@United Power Assoc. #122 1/3 $89,416.46 12/31/12 6.116% Qtr.
@United Power Assoc. #122 1/3 $185,704.73 12/31/13 6.165% Qtr.
@United Power Assoc. #122 1/3 $1,883,322.19 12/31/14 6.210% Qtr.
S/A is a Semi-annual rate: Qtr. is a Quarterly rate.

@ interest rate buydown
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AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT - GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@United Power Assoc. #122 1/3 $58,993.11 12/31/14 6.210% Qtr.
@United Power Assoc. #122 1/3 $310,705.76 12/31/14 6.210% Qtr.
€United Power Assoc. #139 1/3 $1,467,306.11 12/31/14 6.210% Qtr.
@United Power Assoc. #139 1/3 $3,568,426.49 12/31/15 6.248% Qtr.
8United Power Assoc. #139 1/3 $659,366.14 12/31/15 6.248% Qtr.
@United Power Assoc. #139 1/3 $6,493,386.41 12/31/15 6.248% Qtr.
8United Power Assoc. #139 1/3 $2,732,174.95 12/31/15 6.248% Qtr.
@United Power Assoc. #145 1/3 $917,379.37 12/31/15 6.248% Qtr.
@United Power Assoc. #159 1/3 $18,880,897.90 12/31/14 6.210% Qtr.
@W. Farmer Elec. #064 1/3 $269,991.39 12/31/15 6.248% Qtr.
@W. Farmer Elec. #064 1/3 $386,240.63 12/31/15 6.248% Qtr.
@W. Farmer Elec. #064 1/3 $96,697.19 12/31/15 6.248% Qtr.
@W. Farmer Elec. #064 1/3 $387,097.70 12/31/15 6.248% Qtr.
@W. Farmer Elec. #126 1/3 $356,774.50 12/31/15 6.248% Qtr.
@W. Farmer Elec. #126 1/3 $4,828,008.03 12/31/15 6.248% Qtr.
@W. Farmer Elec. #126 1/3 $10,539,994.69 12/31/15 6.248% Qtr.
@W. Farmer Elec. #133 1/3 $22,660,000.31 12/31/15 6.248% Qtr.
@W. Farmer Elec. #133 1/3 $16,318,666.91 12/31/15 6.248% Qtr.
@W. Farmer Elec. #133 1/3 $3,803,076.67 12/31/15 6.248% Qtr.
*Wolverine Power #349 1/3 $292,913.40 12/31/24 6.258% Qtr.
@Kansas Elec. Power #216 1/12 $10,314,261.39 12/31/15 6.107% Qtr.
80glethorpe Power #007 1/12 $5,911,262.96 12/31/09 5.788% Qtr.
@0glethorpe Power #007 1/12 $5,795,597.52 12/31/09 5.788% Qtr.
@0glethorpe Power #007 1/12 $2,522,958.59 12/31/09 5.788% Qtr.
€0glethorpe Power #007 1/12 $4,352,904.60 12/31/12 5.970% Qtr.
€0glethorpe Power #007 1/12 $1,357,739.54 12/31/12 5.970% Qtr.
@oglethorpe Power #007 1/12 $1,340,225.09 12/31/12 5.970% Qtr.
€0glethorpe Power #007 1/12 $5,049,920.65 12/31/12 5.970% Qtr.
@0glethorpe Power #023 1/12 $67,414,547.78 12/31/09 5.788% Qtr.
80glethorpe Power #066 1/12 $52,901.37 12/31/12 5.970% Qtr.
€0glethorpe Power #066 1/12 $29,151.32 12/31/12 5.970% Qtr.
@0glethorpe Power #066 1/12 $82,325.40 12/31/12 5.970% Qtr.
€0glethorpe Power #074 1/12 $3,716,324.18 12/31/12 5.970% Qtr.
80glethorpe Power #074 1/12 $2,381,565.11 12/31/12 5.970% Qtr.
@0glethorpe Power #074 1/12 $2,315,739.34 12/31/12 5.970% Qtr.
S/A is a Semi-annual rate: Qtr. is a Quarterly rate.

@ interest rate buydown
* maturity extension
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AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GC ERNMENT - GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@0oglethorpe Power #074 1/12 $4,151,228.93 12/31/12 5.970% Qtr.
@0glethorpe Power #074 1/12 $19,513,917.70 12/31/14 6.068% Qtr.
@0glethorpe Power #074 1/12 $11,980,943.91 12/31/14 6.068% Qtr.
@0oglethorpe Power #074 1/12 $16,444,486.63 12/31/15 6.107% Qtr.
@0glethorpe Power #074 1/12 $8,826,459.87 12/31/15 6.107% Qtr.
@0glethorpe Power #074 1/12 $17,566,330.70 12/31/15 6.107% Qtr.
@oglethorpe Power #074 1/12 $8,525,425.48 12/31/15 6.107% Qtr.
g0glethorpe Power #074 1/12 $12,798,604.82 12/31/15 6.107% Qtr.
@0glethorpe Power #074 1/12 $7,014,654.13 12/31/15 6.107% Qtr.
@0glethorpe Power #074 1/12 $7,493,419.93 12/31/15 6.107% Qtr.
80glethorpe Power #074 1/12 $11,531,424.02 12/31/15 6.107% Qtr.
€0glethorpe Power #074 1/12 $11,058,178.35 12/31/15 6.107% Qtr.
€0glethorpe Power #074 1/12 $12,980,619.67 12/31/15 6.107% Qtr.
8Cglethorpe Power #150 1/12 $237,604,472.92 12/31/14 6.068% Qtr.
@0glethorpe Power #150 1/12 $9,178,704.22 12/31/14 6.068% Qtr.
@0glethorpe Power #150 1/12 $3,859,186.52 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $4,853,124.64 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $5,866,842.92 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $4,393,068.05 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $3,818,363.12 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $23,768,450.85 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $1,688,550.43 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $5,157,337.33 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $15,066,206.08 12/31/15 6.107% Qtr.
@Oglethorpe Power #150 1/12 $13,946,663.60 12/31/15 6.107% Qtr.
@0glethorpe Power #150 1/12 $9,499,481.57 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $743,727.28 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $1,005,656.96 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $1,238,908.17 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $30,544.42 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $391,892.92 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $692,025.64 12/31/15 6.107% Qtr.
@South Texas Electric #200 1/12 $1,012,230.91 12/31/15 6.107% Qtr.
Oglethorpe Power #335 1/19 $50,757,000.00 1/2/24 6.301§_Qtr.
@Arizona Electric #049 1/21 $3,022,379.51 1/3/11 5.887% Qtr.
S/A is a Semi-annual rate: Qtr. is a Quarterly rate.
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AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT - GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@Arizona Electric #049 1/21 $4,073,092.02 1/3/12 5.947% Qtr.
@Arizona Electric #060 1/21 $24,478,365.81 1/3/11 5.887% Qtr.
@Arizona Electric #060 1/21 $3,299,392.09 1/3/11 5.887% Qtr.
@Arizona Electric #060 1/21 $6,268,629.33 1/3/11 5.887% Qtr.
@Arizona Electric #060 1/21 $9,676,297.69 1/3/11 5.887% Qtr.
@Arizona Electric #060 1/21 $6,331,503.68 1/3/12- 5.947% Qtr.
@Arizona Electric #060 1/21 $7,685,184.57 1/3/12 5.947% Qtr.
@Arizona Electric #060 1/21 $7,116,531.06 1/3/12 5.947% Qtr.
@Arizona Electric #060 1/21 $8,055,776.96 1/3/12 5.947% Qtr.
@Arizona Electric #060 1/21 $3,410,730.74 1/3/12 5.947% Qtr.
@Basin Electric #087 1/21 $28,133,118.41 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $264,255.00 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $23,161,253.58 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $18,378,532.46 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $314,444.55 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $791,144.01 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $2,692,646.63 12/31/14 6.097% Qtr.
@Basin Electric #087 1/21 $503,612.47 12/31/15 6.135% Qtr.
@Basin Electric #087 1/21 $413,547.73 12/31/15 6.135% Qtr.
@Basin Electric #087 1/21 $694,992.49 12/31/15 6.135% Qtr.
@Basin Electric #087 1/21 $751,786.01 12/31/15 6.135% Qtr.
@Basin Electric #087 1/21 $8,962,591.99 12/31/15 6.135% Qtr.
@Basin Electric #087 1/21 $958,705.45 12/31/15 6.135% Qtr.
@Basin Electric #088 1/21 $873,597.22 12/31/13 6.052% Qtr.
@Basin Electric #088 1/21 $56,447.97 12/31/14 6.097% Qtr.
@Basin Electric #137 1/21 $44,535,674.32 12/31/13 6.052% Qtr.
@Basin Electric #137 1/21 $43,141,761.98 12/31/13 6.052% Qtr.
@Basin Electric #137 1/21 $16,180,841.74 12/31/13 6.052% Qtr.
@Basin Electric #137 1/21 $66,934,249.71 12/31/13 6.052% Qtr.
@Basin Electric #137 1/21 $26,941,917.85 12/31/13 6.052% Qtr.
@Bas%n Electric #137 1/21 $31,499,254.65 12/31/14 6.097% Qtr.
@Basin Electric #137 1/21 $45,182,886.01 12/31/14 6.097% Qtr.
@Basin Electr%c #137 1/21 $22,565,466.80 12/31/14 6.097% Qtr.
@Bas%n Electr}c #137 1/21 $14,253,298.15 12/31/14 6.097% Qtr.
@Basin Electric #137 1/21 $11,316,280.79 9/30/05 5.502% Qtr.
S/A is a Semi-annual rate: Qtr. is a Quarterly rate.

@ interest rate buydown



FEDERAL FINANCING BANK
JANUARY 1994 ACTIVITY

Page 9 of 1!

AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT -~ GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
@Pasin Electric #137 1/21 $33,017,743.70 12/31/14 6.097% Qtr.
@Pasin Electric #137 1/21 $9,519,956.57 12/31/15 6.135% Qtr.
@Pasin Electric #137 1/21 $9,506,842.70 12/31/15 6.135% Qtr.
@Pasin Electric #137 1/21 $32,205,587.84 12/31/15 6.135% Qtr.
@Dairyland Power #036 1/21 $8,918,587.77 12/31/12 6.002% Qtr.
@Dairyland Power #036 1/21 $4,463,179.79 12/31/12 6.002% Qtr.
gPairyland Power #036 1/21 $7,160,470.41 12/31/12 6.002% Qtr.
@Dairyland Power #036 1/21 $4,539,074.05 12/31/13 6.052% Qtr.
@rairyland Power #036 1/21 $931,588.30 12/31/13 6.052% Qtr.
@lairyland Power #036 1/21 $2,342,610.99 12/31/13 6.052% Qtr.
@Dairyland Power #054 1/21 $6,776,155.15 12/31/13 6.052% Qtr.
@hairyland Power #054 1/21 $3,075,493.95 12/31/13 6.052% Qtr.
@Dairyland Power #054 1/21 $7,440,233.46 12/31/13 6.052% Qtr.
@Dairyland Power #054 1/21 $1,096,594.71 12/31/13 6.052% Qtr.
@Dairyland Power #054 1/21 $1,300,467.61 12/31/14 6.097% Qtr.
@East River Power #117 1/21 $1,864,376.72 12/31/14 6.097% Qtr.
@East River Power #117 1/21 $1,530,912.20 12/31/15 6.135% Qtr.
@East River Power #117 1/21 $1,121,396.20 12/31/15 6.135% Qtr.
@East River Power #117 1/21 $1,168,120.95 12/31/15 6.135% Qtr.
8San Miguel Electric #205 1/21 $33,481,815.80 12/31/15 6.135% Qtr.
dSan Miguel Electric #205 1/21 $11,575,141.97 12/31/15 6.135% Qtr.
@Alabama Electric 339 1/25 $457,000.00 1/3/22 6.282% Qtr.
@Alabama Electric #386 1/26 $47,571,000.00 1/3/23 6.321% Qtr.
@Arizona Electric #060 1/27 $2,150,327.93 1/3/11 5.940% Qtr.
@Arizona Electric #060 1/27 $4,540,333.39 1/3/12 5.999% Qtr.
@Arizona Electric #060 1/27 $7,451,732.10 1/3/12 5.999% Qtr.
@Arizona Electric #060 1/27 $7,969,803.93 1/3/12 5.999% Qtr.
@Arizona Electric #060 1/27 $9,741,784.09 1/3/12 5.999% Qtr.
@Cornbelt Power #166 1/27 $2,638,856.74 12/31/14 6.143% Qtr.
€Cornbelt Power #166 1/27 $141,997.54 12/31/14 6.143% Qtr.
@Cornbelt Power #166 1/27 $377,189.27 12/31/14 6.143% Qtr.
@Cornbelt Power #166 1/27 $860,487.23 12/31/15 6.179% Qtr.
@Cornbelt Power #166 1/27 $626,617.51 12/31/15 6.179% Qtr.
@0gden Telephone Co. #072 1/27 $3,140,274.62 1/3/12 5-999§ Qtr.
@0gden Telephone Co. #072 1/27 $2,979,392.99 1/3/12 5.999% Qtr.
S/A is a Semi-annual rate: OQtr. is a Quarterly rate.
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FEDERAL FINANCING BANK
JANUARY 1994 ACTIVITY

Page 10 of 13

AMOUNT FINAL INTEREST
BORROWER DATE OF ADVANCE MATURITY RATE
GOVERNMENT - GUARANTEED LOANS
RURAL ELECTRIFICATION ADMINISTRATION (Continued)
€0gden Telephone Co. #072 1/27 $688,035.35 12/31/13 6.100% Qtr.
80gden Telephone Co. #072 1/27 $1,337,549.57 12/31/15 6.179% Qtr.

S/A 1s a Semi-annual rate: Qtr. is a Quarterly rate.

@ interest rate buydown
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ORAL TESTIMONY OF TREASURY SECRETARY LLOYD BENTSEN
HOUSE APPROPRIATIONS SUBCOMMITTEE ON TREASURY,
POSTAL SERVICE AND GENERAL GOVERNMENT
March 8, 1994

Chairman Hoyer, Congressman Lightfoot, members of the Subcommittee: I
appreciate the opportunity to testify on the Treasury Department’s Fiscal 1995 request
for $10.4 billion in operating funds.

As one of the oldest government agencies, the Treasury Department performs
some of the most basic governmental activities -- collecting and borrowing the money it
takes to run our government, and enforcing many of our laws. Treasury also has the
broader responsibility of assisting in the design of economic policy and putting that policy
in place. These responsibilities are detailed in my written submission.

First, I want to talk results. Last April, I told you that restoring strength to our
economy was our primary challenge. We faced steadily rising budget deficits, a stagnant
economy, high unemployment, and falling real incomes. We met that challenge, and
succeeded.

Today, with your help, we have a credible long-term deficit reduction program.
We are bringing the deficit down -- and faster than we thought possible.

Furthermore, in the last year the private sector has created more jobs than during
the previous four years. And not just hamburger flippers, but good paying jobs. The
American job machine is up and running.

Just as we set the economy on the course toward improvement, we are working
within Treasury on innovative solutions in a number of major policy areas.

I want to highlight some of our accomplishments to date, as well as our plans for
the future, and the budget requirements they entail. First -- trade. Last year, I spoke of
our renewed emphasis on expanding trading opportunities. Those opportunities are

upon us.

LB-689
(MORE)



The President’s export-based strategy is working. The North American Free
Trade Agreement is in place. The Uruguay Round of the GATT negotiations was
successfully concluded. We’re also making it clear to Japan that we are serious about
wanting their markets opened, not just to our goods but to everyone’s goods.

We need to be prepared to handle the increased demands of expanded trade
because of NAFTA and the GATT agreement. We are requesting $26 million to
upgrade Customs’ revenue collections and merchandise processing system, and another
$25 million for other trade enforcement efforts.

Secondly, I would like to highlight our efforts in the area of tax collection. We try
to collect income taxes at the lowest cost possible, and in a way that the public is
confident of the job we do. To this end, we want to continue the critical job of
modernizing the Internal Revenue Service’s information system. We are requesting an
additional $311 million for this. The investment is paying off. Between fiscal 1992 and
fiscal 1995, the IRS will have saved more than $470 million and the equivalent of 11,800
full time positions (FTEs) from modernization. The modernization effort is the
foundation of the IRS’ reorganization toward a customer-centered approach to doing
business.

We want taxpayers to pay their fair share. When we spend money to increase tax
compliance, it produces returns on the order of 5-to-1. Therefore, starting in fiscal 1995,
we will request 5,000 FTEs for additional examinations and audits. We would like to
work with Congress on a bipartisan basis to see if some special accommodation might be
provided for such an initiative above the existing Budget Enforcement Act spending caps,
with the assurance that all added revenues would be earmarked for deficit reduction.

Third, we are acting to restructure the banking regulation system. For the past 45
years, various proposals have been put forward to attack the redundancy and waste in
our current system. In fact, the Hoover Commission, the first to call for regulatory
reform, issued its report in my first term in the House.

We put our economy at a serious disadvantage in today’s competitive world by
having our banks hobbled by our regulators. Today, we have four different agencies
regulating depository institutions. We have proposed a plan to combine the supervisory
and regulatory functions of the four under a single federal regulator that can focus on
the banking industry -- full time.

The Office of Management and Budget tells us we could save $150 million or
even $200 million by consolidating regulatory functions. The direct savings to the
banking industry, and ultimately consumers, will be substantially greater. I saw one study
by a Fed governor suggesting that the industry saves about $1 billion for ever 5 percent
reduction in the regulatory burden.
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We are also making progress on another of our priorities -- crime. I know
members of this subcommittee share my concerns about this. You receive letters about
it every day, and so do I. We all read the headlines, like the one last week about how
gun deaths are surpassing auto deaths in some of our states.

Five Treasury bureaus -- IRS, Customs, Alcohol, Tobacco and Firearms, Secret
Service and the Federal Law Enforcement Training Center, are in law enforcement.
We’re an important player in this arena, and I'm glad. I’m glad because I see no reason
this nation should have more gun dealers than it has McDonalds’ franchises, and I want
to do something about it. And, because I also believe that a waiting period for a
handgun purchase is reasonable. With your help, we have done something about it.

I’'m delighted to tell you that the Bureau of Alcohol, Tobacco and Firearms met the
deadline for implementing the Brady Law. They sent forms and information packets to
284,000 gun dealers and worked closely with states which did not already have '
comparable or better background check systems. This law worked well from the outset.
Six felons were caught trying to redeem guns at pawnshops in Reno the very first day.
Since we started, 20 felons in Ohio have been blocked from buying handguns.

The Brady Law is just the first step in our battle to keep firearms out of the
hands of criminals. In January, I announced a series of initiatives for ATF to reduce the
number of gun dealers and take guns out of the hands of children. We will identify all
gun dealers for the local police, and address specific gun trafficking patterns in high
crime areas.

We will offer legislation to raise the basic annual fee for a federal firearms
dealer’s license to $600. This will help limit applicants to only those individuals who
intend to actively engage in the firearms business. We expect the number of licensees
will drop by as much as 80 percent -- allowing our ATF field inspectors to more
effectively monitor current licensees and new applicants.

To support these anti-violence initiatives, we are investing $5.9 million in new
technology for firearms dealer licensing compliance activities, weapon tracing, and
databases to support firearms investigations. '

Most recently, I announced the reclassification of several semiautomatic shotguns
into the same category as machineguns. This means that the approximately 18,000
weapons in existence must be registered with the Bureau of Alcohol, Tobacco and
Firearms.
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We also want to focus on two very good programs that address the use of firearms
-- Project Uptown and the Achilles program. The first goes after violent drug dealers in
housing projects, and the second goes after the armed career criminals. In addition,
ATF’s GREAT program, where we teach officers to go into the schools and talk with
students, is a highly effective way to keep youngsters out of gangs.

Lastly, we have made great strides toward placing our economy on a stronger
footing. Now we must focus on putting the government’s financial management in order.
I am determined to fix the financial management problems we inherited at the IRS, U.S.
Customs, and the U.S. Mint. I want all of our Treasury bureaus to receive a clean bill of
health. I am personally committed to making Treasury a model of good financial
management within government, and we are devoting the efforts necessary to fix the
problems.

Congress made good financial management a priority with the passage of the
Chief Financial Officer’s Act in 1990. You re-emphasized this with the Government
Performance and Results Act, which requires us to measure the achievements of our
programs. Treasury has stepped forward with pilot projects -- at the IRS, the Bureau of
Engraving nd Printing, the Mint, and the Office of Enforcement at Customs. Fully one-
third of the federal employees involved in this effort are in Treasury bureaus.

Accurate and timely financial information will allow our managers to make good
decisions and be held accountable for the results. We have already successfully
consolidated many of our core financial systems -- approximately 90 percent of our
budgetary resources will be processed on one system by the end of this fiscal year. We
are requesting funds to continue modernizing our basic financial systems. These efforts
are key to fixing the problems we face -- our goal is to have "clean" opinions on our
financial records.

That is a lot of ground to cover. These major policy areas represent
approximately 94 percent of our budget resources.

We are committed to meeting the goals of this administration to streamline
government. We are not only meeting, but also exceeding the President’s targeted
reductions. We are able to do this by continually streamlining our organizations and
providing more effective programs. For instance, this year we moved the Savings Bonds
Division -- the marketing arm of the Savings Bonds program -- into the Bureau of the
Public Debt -- the processing arm of the program -- to provide more coordinated
program direction.

To meet the increasing demands on our limited resources, we are proposing some
new, or increased user fees for services which benefit only a specific segment of our
population. For instance, we are proposing to charge tax preparers and banks $8 for the
electronic verification from IRS that taxpayers’ refunds are forthcoming.
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These efforts, as well as our continued commitment to higher productivity, have
allowed us to keep our funding request for fiscal 1995 -- $10.4 billion -- nearly level with
1994. In fact, our budget is down from previous years when you calculate it in constant
dollars.

Within these funding and staffing limitations, we are proposing initiatives for only
our most urgent needs. And these initiatives will be funded primarily from outside
sources, such as proposed user fees, and through program reductions. We have cut to
make way for what we want to add.

Mr. Chairman, members of the Subcommittee, we are offering you a responsible
budget. It includes investments critical to achieving continued deficit reduction,
facilitating trade, and fighting violent crime. And at the same time, we have made the
cuts necessary to help pay for what we want to accomplish. We made substantial
progress on the national agenda and the Treasury agenda last year, but there is still work
to be done. ~

Thank you, and I’d be happy to take your questions.

-30-



G-7 JOBS CONFERENCE
Detroit, Michigan 14-1% March 1994
Contact: Jay Byrne, Jenny Watson or Natalie Wymer
(202) 219-8211 or FAX 219-7918
or (800) SKY-PAGE pin # 279-4787

*** REVISED **x*

G-7 JOBS CONFERENCE
TENTATIVE AGENDA AS OF THURSDAY, 3 MARCH 1994

SUNDAY, 13 MARCH 1994

6:00 pm Host Committee Reception
Westin Hotel

MONDAY, 14 MARCH 1994

TBA President Clinton Address
Fox Theater
Opens Conference
[OPEN TO THE PRESS]

Working group sessions:

Cobo Hall
[ALL WORKING SESSIONS ARE CZLOSED TO THE PRESS]

12:00 pm THE WORLD EMPLOYMENT PROBLEM
Host Moderator Laura D'Andrea Tyson, Chair Council of Economic

Advisors

2:00 pm CREATING EMPLOYMENT OPPORTUNITIES IN THE GLORAL ECONOMY
Host Moderator Lloyd Bentsen, Secretary of the Treasury

4:15 pm TECHNOLOGY, INNOVATION AND THE PRIVATE SECTOR
Host Moderator Ron Brown, Secretary of Commerce

TBA Working Dinner with Ministers and Senior Officials

Detroit Institute of Art
Hosted by Vice President Al Gore

TUESDAY, 15 MARCH 1994

Working group sessions:

Cobo Hall
(ALL WORKING SESSIONS ARE CLOSED TO THE PRESS]

9:00 am LABOR MARKETS, INVESTMENT IN HUMAN CAPITAL, AND SOCIAL SAFETY NET
Host Moderator Robert Reich, Secretary of Labor

11:30 am Closing Working Session: Laessons Learned

1:30 pm Chairman's statement
[OPEN TO THE PRESS)]

A final, official schedule will be released when all logistical arrangemen
are confirmed. Times noted are for planning purposes only and not for

publication, as they are subject to change. While all working sessions ar
closed to the press, pool arrangements for television and still photograrh



G-7 JOBS CONFERENCE - DOMESTIC PRESS INFORMATION

Contact: Jay Byrne, Jenny Watson or Natalie Wymer

Conference:

Location:

Purpose:

Format:

Credentials:

202/219-8211 or FAX 202/219-7918
or 800/SKY-PAGE pin # 279-4787
Revised March 4, 1994

Monday and Tuesday, March 14 - 15, 1994

Cobo Conference/Exhibition Center
1 Washington Boulevard
Detroit, Michigan

The purpose of the conference is to discuss how the G-
7 nations can work together to create more jobs for
people who have been left behind due to the changing
global economy. The Conference is a first step in the
Clinton Administration’s effort to create a dialogue with
our international partners as we open the path toward a
strong economic framework for the 21st Century.

The format will consist of four sessions with U.S.
Cabinet Members: Treasury Secretary Lloyd Bentsen,
Commerce Secretary Ron Brown, Labor Secretary
Robert Reich, and White House Council of Economic
Advisers Chair Laura D’Andrea Tyson serving as hosts.
President Clinton will open the conference on Monday
morning.

Credential requests should be faxed to Gordon Berg at
the Department of Labor, 202/219-7918 by 5 p.m.,
Monday, March 7. Requests should be sent on your
news organization’s stationery. Each request should
include the information listed on the attached sheet.

Press credentials will be distributed at Cobo Center in
the Press Filing Room (W2-60) at the Press Registration
Table. To pick up your credentials, you must present
identification from your organization.

Credentials can be picked up March 12, 13 and 14 from
7 a.m. to 7 p.m. and March 15 from 7 a.m. to 2 p.m.

Note: Foreign press credential requests should be
directed to Lorraine Mullen at USIA, phone 202/724-
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Domestic Press

Information

Line: A domestic press information line will be operating
beginning Monday, March 7. The number is 313/393-
4425.

Press

Room: Room W2-60 will be the press filing room; it will open at

7 a.m. on March 12. The conference will not provide
surge protectors.

Media Message

Desk: During the conference, messages can be left for
media with a desk outside the press filing room. The
number to leave messages is 313/393-4422.

Press

Coverage: The President’'s speech will be open; all Conference
sessions will be closed to press coverage. Post-session
press briefings will be scheduled at a later date.

Phones: If you want your own phone, you need to order phones
through Ameritech, 313/223-9198.
Note: Telephones must be provided or can be rented
through Expotel, 800/397-6835 or Progressive
Communications Services, 313/462-9441.

White House

Press: Traveiling logistics and arrangements for the White

House Press corps traveling with the President will be
handled through the White House travel and press
advance offices.

Hotels Offering

Press Rates: Westin Hotel
Renaissance Center
Detroit, Ml 48243
Phone: 313/568-8000
Fax: 313/568-8146

Pontchartrain Radisson
2 Washington Boulevard
Detroit, Ml 48226
Phone: 313/965-0200



Technical

Walk-Thru: A technical walk-thru will be held on Sunday, March 13,
at 10:00 a.m.

Press Interview

Requests: Submit all requests in writing to Jay Byrne or
Natalie Wymer at the Department of Labor, fax
202/219-7918, phone 202/219-8211.

G-7 JOBS CONFERENCE

INFORMATION FOR CREDENTIAL REQUESTS

News Organization:

Name(s):

Position:
(camera, still,
producer, stc.)

Address:

City, State, Zip:

Telephone:

Fax:

Contact Name:

Telephone:

DOMESTIC PRESS
FAX THIS SHEET TO GORDON BERG, U.S. DEPARTMENT OF LABOR
202/219-7918
DEADLINE: MONDAY, MARCH 7, 5 P.M.

FOREIGN PRESS
FAX THIS SHEET TO LORRAINE MULLEN, USIA
202/724-0007
DEADLINE: MONDAY, MARCH 7, 5 P.M.



DEPARTMENT OF TEE TREASURY

1500 PENNSYLVANIA AVENUE, N.W. *» WASHINGTON, D.C. « 20220 * (202) 622-2960

ORAL STATEMENT OF TREASURY SECRETARY LLOYD BENTSEN
BEFORE THE SUBCOMMITTEE ON FOREIGN OPERATIONS
OF THE HOUSE COMMITTEE ON APPROPRIATIONS
March 10, 1994

Mr. Chairman. I have a longer statement for the record which I'd like to
summarize.

Our request for the multilateral development banks is just over $2 billion. In
addition, we are secking $100 million for the Enhanced Structural Adjustment Facility
and $7 million for debt reduction. The details of these programs are summarized in a
separate table at the back of my written statement.

I cannot let this hearing pass without commenting on the remarkable changes in
the U.S. economy over the past twelve months. Thanks in large part to the budget bill
passed last summer, there is new confidence and increased optimism about our country’ s
economic fumre. Growth is strong and unemployment is starting down. Investment is
up, and all indications point to steady and sustainable growth over the rest of the decade.

But there is a second part to this story — our role in increasing global growth.
More and more, this is where the economic action is. The president has noted that .we
must be engaged abroad if we want to do well at home. That’s why we have worked so
hard at NAFTA and at GATT, at our APEC and G-7 relationships. That’s also where

the development banks come in.

Economic growth and development is what the banks do. They do it better than
anyone else. Their lending programs have helped turn developing countries into the
most rapidly expanding export market for U.S. goods and services: $186 billion in U.S.

- merchandise exports last year and more than 3 million U.S. jobs. The lesson is clear.
The dollars we send abroad through the banks come home in increased U.S. exports and

more U.S. jobs.

LB-690
(MORE)
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If you look beyond the G-7 nations, 95 percent of the population growth, and all
the most rapid economic development, is in the developing world. At the same time, we
have cases like Somolia, Haiti and Bosnia, which remind us that while there are
tremendous opportunities, there are also great dangers. Our chalienge is to lessen the
dangers, and create more opportunities.

These banks are the main sources of funding for economic and political transition
in Central and Eastern Europe, in the former Soviet Union, the Middle East, and South
Africa. We cannot afford to carry the burden of financing these transitions alone. We
need the help we get from the development banks and, frankly, we have to do a much
better job of getting this important message across to the American people.

The request for the development banks is 10 percent of the administration’s
overall request for international affairs this year. But the impact of the bank programs
goes far beyond that figure. As you can see from my first chart, contributions from other
countries and borrowings in private capital markets generate lending almost $45 billion,
or 25 times the amount of our contribution, and 3.5 times our annual bilateral assistance
account.

More than half of our request, nearly $1.3 billion, will go to the International
Development Association for poverty reduction in the world’s poorest countries. That’s
one of the administration’s highest priorities.

Most of the rest will go to the regional development banks. Some $100 million
will go to the Global Environment Facility to combat ozone depletion and global
warming, protect biological diversity, and begin to clean up international waterways.
This is another very high priority for us.

Some $87 million is needed to begin to reduce our arrearages to the development
banks. Last year, when I first asked for your help on these overdue payments, they
totaled $374 million. Now they are more than $847 million. They are from agreements
negotiated by the Bush Administration and this administration believes we should honor
them. With every cut in the appropriations for the MDB account, the backlog becomes
larger. This is an embarrassing situation for our country. As U.S. Governor for the
banks, I have to tell you that we must do something this year.

Other countries have budgetary problems, but they still make their contributions
on time. And let me tell you, they are tired of U.S. arrearages that keep going up.
Time is running out for us on this issue. We risk losing our influence over important
bank policy decisions. We have lost some credibility with other donors already.
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Last year, I listened closely to your concerns about the need to reform the
development banks. I put in place a comprehensive agenda for change across the
spectrum of bank operations, particularly on transparency, and cutting administrative
costs.

We’ve had some successes. We had influence. Other countries followed our lead.
But that won’t happen again this year unless we get full funding for the multilateral
development bank account, and start bringing down these overdue bills.

These banks promote growth and protect our interests in many areas. Look at
chart #2. The banks have a geographic and financial capacity beyond that of any
bilateral assistance program, including our own. They’re working to reduce poverty,
protect the environment, and promote sustainable development. Their programs make
investments in people, and they encourage good governance and the creation of the
institutions of civil society.

If you look at chart #3, you can see that loans made to support basic human
needs increased this past year to more than $15.5 billion. This boosts the amounts we
provide through our bilateral assistance program through AID by a factor of seven at
small cost to us. We want to increase this type of lending even more in the future.

Investments in education and primary health care are crucial. There is no higher
priority than making sure that girls as well as boys are educated. Furthermore, family
planning must be an integral part of our efforts to improve primary health care in
developing countries.

Now, some say the banks don’t respond to our policy initiatives. I think they’re
wrong. This past year, we’ve shown that the banks do respond to our initiatives. Let’s
look at the record.

First, we have seen real progress on loan implementation and cost cutting:

At the European Bank there have been significant staff reductions, large cuts in
administrative costs, more streamlined operations, and increased emphasis on field
operations and private sector development. In six months, disbursements on loans more
than doubled, to $665 million.

At the World Bank, there have been radical reductions in travel costs; and
administrative expenses are expected to be frozen in real terms over the next three years.
Substantial improvements have been made on transparency and openness. An
independent inspection panel is being created to give greater protection to the rights of
people affected by the Bank’s projects.
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Similar changes in information policies and procedures are underway at the
regional banks.

Third, there is good news on sustainable development and the environment.

Next week in Geneva we will press for final agreement on the Global
Environment Facility. This will be a major landmark in international environmental
cooperation and a significant accomplishment for our administration. It fulfills important
international obligations undertaken by the Bush Administration at the Rio
environmental summit.

All the development banks are placing greater emphasis on environmental
lending. Chart # 4 puts their annual lending for the environment at $2.8 billion. In this
area, too, the banks increase what we can provide bilaterally by a factor of seven.

In the World Bank, we are starting to see real benefits from important policy
changes in forestry, energy, agriculture and water resources. We believe these changes
have altered the Bank’s way of doing business and reshaped its lending program for the
better. We are also pushing environmental priorities at the regional banks.

Of course, there is much more to do in these areas at all the banks. It won’t
happen overnight. But we are pushing ahead on several fronts. They’ve done what we
asked. Now it’s time for us to respond to these changes by meeting our financial
obligations.

Let me talk about our three most important objectives for the banks in 1994 --
increasing U.S. exports, reducing U.S. budgetary costs, and reinforcing U.S. interests in
strategic areas

As to the first objective, increasing exports, the most recent data we have show
U.S. procurement from development bank projects at about $2.7 billion last year. This is
up by $500 million over the previous year’s estimate. It created or sustained 54,000 U.S.
jobs, and was nearly twice the $1.5 billion we put into the banks last year. That’s an 80
percent export bonus.

We already know that contracts funded by the banks go to businesses in all parts
of the country. Last year, businesses in virtually every state had contracts from
development bank projects.

Contracts like these mean a lot to the U.S. firms that win them, and to the men
and women who are hired for the jobs that are generated as a result. I think we have
been doing well in landing this business, but we want to do even better in the future.

Keep in mind, however, as I said last year, that the contracts are only the tip of the
development bank iceberg.
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We believe that an additional $5 billion in U.S. exports to developing countries
comes from development bank lending programs that encourage policy reform and
promote greater economic growth and more open trading systems. As Chart # 5 shows,
we estimate that overall more than $7.7 billion in U.S. exports are generated through the
banks each year, creating or sustaining at least 146,000 U.S. jobs.

Development bank lending goes hand in hand with increases in U.S. exports. It
improves the economic climate in developing countries. It strengthens the capabilities of
individual borrowers, and makes them better customers for our goods and services. It
also paves the way for follow-on business in the future.

Look at lending figures for 10 developing countries in which the Export-Import
Bank has its largest exposures. Over the past three years, those countries have received
more than $56 billion in loans from the development banks. As shown in Chart # 6,
lending by the development banks has provided a fertile environment for much of the
recent export success we have had in those ten countries.

So within the administration, we are working hard to make the development
banks an integral part of our new export expansion strategy. This means closer
cooperation on procurement with the banks and our own Department of Commerce, as
well as with the Overseas Private Investment Company and the Trade Development
Agency.

It means increasing commercial staff in the offices of U.S. Executive Directors at
the banks and getting the word out earlier to U.S. firms interested in new business
opportunities. We are making a special effort to promote exports of U.S. environmental
goods and services, where we believe we have a large advantage.

The second objective is containing the costs of U.S. participation in the banks.
We want to work closely with you in this area. Once the arrearages are resolved, my
objective is to either straight-line or