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—SECRETAGDS— March 28, 1974
MEMOCRANDUM FOR; 3ECRETARY KISSINGER
FROM;: HARUCLL H, SAUNDLRE
SUBJELT: Financing the Suez Canal Mine

wlearance Proajact

The purpose of this memo ls to give yor our tentative views on the
question of who should pay for the Suez Canal mine clearance project
and tc auggest that you issue an instruction before you lesve to Bring
this to the polnt of decialon nrgently. An instruction is attached for

your signature.

Ihe P 8
As you know, we are lovolved in two projects to help begin clearing
the Canal:

1. We have cornmitted curselves to pay for an aperation by

US {orees to clear the Suex "anal of piines and to help the
Egyptians remove unexploded ordnance from the water and banks
of the Tapal, These operations are now estimated to cost

$14 miillion, a subatantial partion of which is for Defense
Department salaries, overhead and adminiatrative costs.

Z. A separate project for removing sunken ships will be carried
out by 8 civilian contractor, £ US corupany has aubmitted the

low bid.

AID is the main sogrce of funde to cover the costs of the ship-clearing
operation, $7-10 millisn. Thus, the presont issue is how to pay {or
the part of the "anal ~learing to 02 perfurmed by the US Navy.
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Alterpatives {or Funding

in considering funding aiternatives, it should be noted that current
thinking is to split the financing detween FY 1974 and FY 1978, This
rmeans funding about $7 willion in the current fiscal year. There are
two basic decisions that need to he roade:

I. Az a matter »f principie, shoeuld the cost de paid from thg
Defense Deparirment's operating budget or fxom: aesistance
prograe funda? if the latter, these are the possibilities:

wePay from AL funds under Developuieat Assistance authority,

«=Use MAP funds under authority provided 5y the Military
Assistance Fyograge,

~=‘Iransfer funds from MAF to ALD and authovize thelr use
undey the Dievelopment Asaistance Program sy the Sapporting
Asglatance Progran, ‘

2. In terma of the availanility of funsin, which is the appropriate
sonree of fundins? Related o this ta the tactical question wf
whoether it wo ad e advantagecus ur nat to seek a suppletnental ax
to sgueexe the cust from already apptupriated fusds,

ihe “onsiderations

1. On the issue of funding (rom the Lefense Department operating
hpdget in contrast to sne of the assistance programs:

8. Defensz takes the position that the project ia a form of
sssistance to Fyypt and should thavefsre be covered by one of
the assistance nraograms, Defense lawyers argue that Defense's
legal authority is quastionable. On the wther hand, it is warth
looking into whether this could be jusiified on grounds that it
would be useful training exporience fur US forces,

v. ALD stroagly oppodes use of its funds for this purpose

beeause it faels the ~ongress did not intend Lo provide development
asslatance funda to pay for vperations by military personnel,

even if these operationz have an economic utility, Use of AR
money for this purpose would be regarded as a questionable
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diversion of funds whi-h opponents would seize as support

for thelr arguiment that the Administration hae do coherent
approach to development., (You recall that Senator Humphrey
eppossd use of Dovelopment Loan Tunds {or Vielnan. y ¥

AID fisancing were to 52 used for providing military sexrvices,
several waivers of normal restrictiong would be required and
~ongress would have to e nutified forrally belore the funda
ave used,

e, Cme other factor o He noted is that there iz also &
provisiun in the ¥oreign Assistance Aoy {Beetion 2202) that
stipulates that the President is authorized to furniab asaistance
{n peopeping the Suesz “anal pyovided Isvael is allowed to uae
the vanal on & nondisc runinaiory sasis. Although we muast
bear this in mind, we probably have easugh of 3 comamnitvent
from Sadat to pranage this, lsrael wants the “anal opened and
Israel's friends wrote thiz sevtion of the law., Thus, it should
nat be a problem,

2. Assuming ihat the legal questions ave resolved, the iasue s
from which tight Hudpet it would se least damaging to take theae funds,
A1l budgets are tight, aut it is clear that the Lefense Lepariroent
sudgot has greater capacity jo abaorb the cost than the cotsparatively
mintacule assistance prograrns, Aioong the assistance programas, ihe
following are the poasiaie sources:

a. The AlD Supporting Assistence sccount is virtually coipty,
and no one is proposing that we try to use it. Ve ave already
looking {52 more money for Jordan than is available there.

5. The “ootingency Fund does not contaln enough money to
gaver this project, 1n any case, the law requires that not more
than 20% of the amount originally appropriated for this fund can
he traasferred into it. ‘The lmit would be about £3 milltone-
act esoggh [or this project.

¢. Developnept Assistance funds could be used, but yrant aid
money is o short supply and sor. v reprogramming would be
reguired to froe the 37 million, in addition, AlL funds will he
needed for the suasequent stage of removing ships from the
anal, and adding the mine and ordnance clearing costs would
sericusly straln the AID gecount.
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d. The MATD account theoretically allows a bit of flexibility,

since maoney could iegally eithey 2o spent directly frow that
account or be transferred to AID, Bt money for Fygypt would

have to pe found at soneone else's expense. The projected

MAF shortfall is now up to $130 riilisn, and all obligations
against the MAP have deen halted until the Security Assistance
Frogram Review Tommittee reviews the siteation on April 9, 1974,

i, Given the shortage of aszistance funds, it propably would he
best to rely initially af least on the Defense Ueparinsent operating

. This approachk seems likely to avouse the least Congressional
apposition, slthough there will be npponenis soraewhere to any approach,
{Defense paid for US Navy clearing of the mines {rom North Vietnainese
watere., The situation is sot completely anslogous bhecause we had put
theny thare in the first place and the Vistnan: Peace agrecment called
for ouyr vemoving than.)

2. Bacavee Deflense funds are also tight, g special suppleniental

; endtment should be considered to reimiburse Defenae for

the expenses incurred in the mine clesxing and removal of unexploded
oydaance. This could be done in either of two> ways: (a) Therelis a
Defense Department supplemental now peiore the Tongress. Although
the House Comanitire has virteally completed action, a quick submissica
waould parmit inclusion of an extra 314 ruillion for thie project in the
Senate. (o) It could be ivcluded in & general Middle Fast suppler ental
or budget amendment.

Thig is our tentative judgment based on cur apalysis., However, it is
imiportant now that State, Defense, and AlD compleic their own analysis
90 we can be sure that all the significant lmpiications have been considered,

RECGMMENDA TIONS:

1. That you sign the attached ssking that the State Departinent
wrgently prepare a men:srandum in consultation with Defense adacasing
the alternative sources of funding and recommending a eourse {or the
Pigsident's consideration,

Approve

(ther
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2. That you ask Mr. Sisco to call Mr. “lements to seek Secretary
Schlesinger's agreemment to get this project started now on the undey-
standing that proposals for funding will be put before the President
prompily with Schlesinger's viaws.

Coovdinated in drafe with: My, Kenanedy
Mr. Cooper

SEGRET (GD8)
W BQ :HHSaunders:tint 3/28/74
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MEMORANRUM FOR

THY DEPUTY SELRETARY /F STATL

SUBJIECT: Fundipg the Suez Mine mi/aérmm& Froject

/

‘The President haa asked that the Dep '/mwm of State in consaltation
with the Department of Defense urg ly prepare a memorandum
assessing the alternative sources of funding for the project which ihe
President hes approved for cieaying the Suez “apal of mines and |
anexpioded ordnance. After assessing the alisynatives, the miemsoramlum
should prspose 8 course of acfion for the President's consideration.

This memorandum should by suymitted to the Asaistant to the President
for National Security A x by April 5, 1974,

// Henry 4. Eissinger

Deienae
Joint Chiefs of Staff

El GBS
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