
Ronald Reagan Presidential Library 

Digital Library Collections 

 
 

This is a PDF of a folder from our textual collections. 

 
 

WHORM Subject File Code: FA003 

Case file Number(s): 216710-219887 

 
 

To see more digitized collections visit: 

https://reaganlibrary.gov/archives/digital-library 

 

To see all Ronald Reagan Presidential Library inventories visit: 

https://reaganlibrary.gov/document-collection 

 

Contact a reference archivist at: reagan.library@nara.gov  

 

Citation Guidelines: https://reaganlibrary.gov/citing  

 

National Archives Catalogue: https://catalog.archives.gov/  
 

https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/document-collection
https://reaganlibrary.gov/document-collection
mailto:reagan.library@nara.gov
https://reaganlibrary.gov/citing
https://catalog.archives.gov/


1 
EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JAN 3 1984 

TO: Katherine Camalier 
Staff Assistant 

FROM: Joseph R. Wright, Jr 
Deputy Director 

:, 't,~,4'~ 

yq ~;,\ ~ 
\<'.~~ 

\ / \\ - t : 20 p . VYl . 

o<nB eoc-,. lJ..A\.\ 
c.Clil.... w/ clecb2-
of- --:b S ,.e.-SfO() SR 

218788 
/#t? 
~~5 

/2:i;Pt?~ 
/?tf}'t?~# 

from Senator ecter 

Attached is a draft response 
which you requested. 

r Specter's letter 

l/10 

::r~"" 
w~ d.o ~OlL--\-\u1UG "? Lf\a+.e..~·MQ_) 

~ ~ WM- 5t-~·s ~ ~? 

('~ ""'15 ·~.) 1 ~ -
~ ~ ) J. cl ~U- ct-;; j~~J 

(FYI 
1 
~ ~ ~ sfk~ 

~/\J, S"" ~ A--'- -i.:..., ,.:_,__ (\)J-:) 



- -
EXECU-T IVE OFFICE OF THE PRESIDENT 

~OFFlc>E OF MANAGEMENT AND ~UDGET 

DATE : f11 I I''/ 
y a..11...J /) // . 

· ro: r'\(/J ., ~ 

FROM: ~ ~ 
-4-b 3/~o 

0MB FORM 38 
REV AUG 73 

2 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

DATE: 

ro: ,Xo7tAtt Cam0,/,e,,r 

FROM= ~1tJa 5-f-f:f Aer1) 

""=Pu- "v< c ol\.\JU-sa_ho"'-, 

#,2) ~ j 5 a.1~+ 
\ ol ~ ~c.(A. l ~ ~ ~ + 
w ~cl t,A.}et) sel'\_+ -to 

~- ~&Jle.r. 

OMBFORM38 

Rev. Aug 73 



· Honorable Arlen Specter 
' United States Senate 

Washington, D. c. 20510 

Dear Arlen: 

Thank you for your note of October 21 concerning the project 

in Philadelphia for Cheyney State College and Lincoln 

University. The Administration is gratified to have been 

able to assist in bringing the project to fruition. 

As you know from a recent letter from Dave Stockman, we have 

been able to arrange the needed financing using currently 

available resources. Part of the necessary funds will be 

made available by Secretary Bell from his discretionary 

funds; the remainder will be provided through the Economic 

Development Administration in the Commerce Department. 

Thank you for sharing your concerns about this matter with 

us. 

Sincerely, 

James A. Bake~ III 
' 
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Honorable Arlen Specter 
United States Senate 
Washington, D. C. 20510 

Dear Arlen: 

NO~ 1 5 1983 

Please forgive me for not responding earlier to your letter 
of October 24 concerning the Philadelphia project involving 
Provident Mutual and the two historically black colleges. As 
I'm sure you know by now, an approach bas been worked out 
using currently available Education and HUD funds that will 
allow the project to go forward. No supplemental 
appropriation of additional 1984 funds will now be necessary. 

I'm sure you're as pleased as I that we've been able to work 
this out to everyone's satisfaction without needing 
additional funds. Thank you for your assistance and concern. 

cc: 
Official file - ED Branch 
Chron 
DO Records - 0MB t 16888 ~ 
DO Chron 
Mr. Martin 
Mr. Cogan 
Mr. Moran 
Mr. Wright 
Mr. Gerson 
Mr. Hudson 

Sincerely, 

.. ,.\v1D A. STOCkMAN 

David A. Stockman 
Director 

LVE/E/FFischer/ihw/November 10, 1983 10:28 AM 
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Director 
Office of Management and Bu:iget 
Washington, D.C. 20503 

Dear Dave: 

, . · I :T 
·•· l . .;' 

\men the Supplemental Appropriations bill is considered by the full 
Senate tcxrorrow, I interrl to offer an amerx:hnent to add $5 million for "Grants 
for constn.iction of academic facilities" under part B of title VII of the 
Higher F.ducation Act of 1965. Once the Congress has allocated this $5 mil
lion, Secretary of Education Bell has advised that he will use this fun::ling 
to canplete a transaction under which the Provident ltltual Insurance C,anpany 
will make a gift of properties ~rth approximately $40 million to Lincoln 
University and Cheyney University which are t~ black universities located 
in southeastern Permsylvania. 

It is indispensable that the $5 million appropriation be made imnedi
ately as a precondition of the $40 million gift fran Provident MJtual to 
Oleyney or Ll.ncoln. If the transaction is rot completed imnediately, then 
Provident ltltual rrust make an alternative gift for the errl of the calerrlar 
year. 

The late availability of this potential gift prevented the U.S. De
partment of Education fran processing this appropriation request in normal 
course. Secretary Bell placed the call to rre on September 27 while the 
Appropriations Corrmittee was marking up the Labor, Health, Human Services 
and Education appropriations bill. These buildings are located at 46th 
arrl Market Streets in Philadelphia which is approximately 10 blocks fran 
the University of Pennsylvania, Drexel University and the University Science 
Center. I am personally familiar with the buildings and can attest to their 
tremerrlous value for these~ distinguished colleges. 

These buildings ~uld be available for a full range of technology 
crurses for all eligible stuients and ~ld be heavily utilized by minorities. 
Considering the high rate of unemployment aIOOng minorities, especially in 
the 16 to 19 year old category and especially in large rretropolitan areas 
like Philadelphia, it is obvious that these facilities could make a tremendous 
contribution to the nation as well as the imrediate area which they serve. 

Dave, \Jlen Ted Bell contacted rre about the Administration's interest 
in the Ll.ncoln-Cheyney project, he infonrro rre that he had just ''now received 
the okay fran Cl-1B to request the fun::ls. 11 I ~ld like your verification 
in writing i.Imediately that CMS does irrleed approve the $5 million funding 
for this project arrl will not object to this experrliture. 

AS:em:sd 
HAND DELIVER 

Sincerely, 

~tter 
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DEPARTMENT OF THE TREASURY 
WASHINGTON , D.C. 20220 

ASSISTANT SECRETARY 

JUN n 1 1984 

Dear Senator Chafee: 

This is in response to your letter to the President of 
March 21, 1984, in which you expressed your concern that the 
American commitment to Lebanon and the entire Middle East be 
reaffirmed by assuring the long term future of the American 
University in Beirut ("AUB"). You suggested that one way to 
do so would be to increase aid to AUB by establishing a trust 
fund within the Treasury to assist AUB, and you requested that 
the Administration consider such a proposal. The White House 
has asked Treasury to respond to you directly. 

The vehicle for providing increased assistance to AUB 
proposed in your letter and in the International Security and 
Development Cooperation Act of 1984 (S. 2582) is a trust fund. 
Section 214 of S. 2582 would create an "American University of 
Beirut Trust Fund" in the Treasury, and divert $50 million 
from Economic Support Fund assistance for Lebanon to this 
trust fund. The bill would also determine how Treasury is to 
invest the funds and when Treasury should disburse interest 
and other earnings from the fund to AUB. 

While Treasury has no first-hand knowledge concerning 
AUB's financial requirements, it is our understanding that the 
State Department is trying to determine AUB's financial needs, 
its ability to absorb aid, and the means for providing U.S. 
assistance to this institution. We have contacted the State 
Department concerning this matter and have been advised that 
State believes that any trust fund for AUB should not draw on 
any Lebanon reconstruction program appropriations, since State 
wants to ensure that these appropriations remain available for 
relief, repair, and reconstruction purposes in Lebanon. 
Diversion of funds, in State's view, will not be understood by 
the Government of Lebanon, and may encourage other educational 
institutions abroad to seek similar, preferential treatment. 

The Treasury Department is also opposed to the trust fund 
mechanism for providing aid to AUB. Treasury's position is 
based upon its longstanding opposition, as a general princi
ple, to the use of trust funds as a means of providing finan
cial assistance, and we see no compelling justification for 
establishing such a fund in the AUB situation. Trust fund 
financing completely circumvents the normal appropriations and 
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budget process, by permitting the interest rate on the trust 
fund's securities to be determinative of the amount of assist
ance provided. Thus, Congress and the Executive Branch are 
deprived of control over future U.S. funding to a beneficiary 
of a trust, such as AUB in this case. A program financed in 
such a manner also assumes a special budgetary status since it 
is not required, as are most other government aid programs, to 
justify its need for aid annually as part of the normal U.S. 
budgetary process. Such "backdoor financing" has been opposed 
consistently by Treasury since it severs the relationship 
between the amount of aid given and the program's needs and 
ability to absorb funds. Moreover, because the interest 
earned on the trust's assets (Treasury securities) would be 
included as a part of the general interest paid on the public 
debt, the trust fund mechanism masks the true cost of assistance. 

Finally, your letter states that other organizations have 
utilized trust funds similar to that proposed for AUB. We 
believe, however, that the proposed AUB fund differs markedly 
from the funding mechanisms of the three organizations men
tioned in your letter. While the Japan-u.s. Friendship Com
mission utilizes a trust fund in Treasury, the Commission's 
fund was established with cash which Japan owed to the U.S., 
rather than an initial appropriation. The East-West Center in 
Hawaii is a private, nonprofit corporation receiving annual 
congressional appropriations, but has no trust fund to receive 
these appropriations. The Israeli-American foundations do not 
operate with a governmental trust fund, but instead are funded 
by money Israel owes to the U.S. and which is paid into and 
held by Israeli financial institutions. 

Although Treasury is opposed to the trust fund mechanism 
as described in your letter and the Senate bill, we would be 
pleased to work with your committee and provide whatever 
assistance we can. We believe the best mechanism for provid
ing the assistance you propose is through the normal budget 
and appropriations process. 

The Honorable 
John H. Chafee 
United States Senate 
Washington, D. C. 20510 

Sincerely, 
(signed) · 
Bruce Thompson, Jri-

Bruce E. Thompson, Jr. 
Assistant Secretary 
(Legislative Affairs) 



ASSISTANT SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

JUN O 1 1984 

Dear Senator Dole: 

This is in response to your letter to the President of 
March 21, 1984, in which you expressed your concern that the 
American commitment to Lebanon and the entire Middle East be 
reaffirmed by assuring the long term future of the American 
University in Beirut ("AUB"). You suggested that one way to 
do so would be to increase aid to AUB by establishing a trust 
fund within the Treasury to assist AUB, and you requested that 
the Administration consider such a proposal. The White House 
has asked Treasury to respond to you directly. 

The vehicle for providing increased assistance to AUB 
proposed in your letter and in the International Security and 
Development Cooperation Act of 1984 (S. 2582) is a trust fund. 
Section 214 of s. 2582 would create an "American University of 
Beirut Trust Fund" in the Treasury, and divert $50 million 
from Economic Support Fund assistance for Lebanon to this 
trust fund. The bill would also determine how Treasury is to 
invest the funds and when Treasury should disburse interest 
and other earnings from the fund to AUB. 

While Treasury has no first-hand knowledge concerning 
AUB's financial requirements, it is our understanding that the 
State Department is trying to determine AUB's financial needs, 
its ability to absorb aid, and the means for providing U.S. 
assistance to this institution. We have contacted the State 
Department concerning this matter and have been advised that 
State believes that any trust fund for AUB should not draw on 
any Lebanon reconstruction program appropriations, since State 
wants to ensure that these appropriations remain available for 
relief, repair, and reconstruction purposes in Lebanon. 
Diversion of funds, in State's view, will not be understood by 
the Government of Lebanon, and may encourage other educational 
institutions abroad to seek similar, preferential treatment. 

The Treasury Department is also opposed to the trust fund 
mechanism for providing aid to AUB. Treasury's position is 
based upon its longstanding opposition, as a general princi
ple, to the use of trust funds as a means of providing finan
cial assistance, and we see no compelling justification for 
establishing such a fund in the AUB situation. Trust fund 
financing completely circumvents the normal appropriations and 



budget process, by permitting the interest rate on the trust 
fund's securities to be determinative of the amount of assist
ance provided. Thus, Congress and the Executive Branch are 
deprived of control over future U.S. funding to a beneficiary 
of a trust, such as AUB in this case. A program financed in 
such a manner also assumes a special budgetary status since it 
is not required, as are most other government aid programs, to 
justify its need for aid annually as part of the normal U.S. 
budgetary process. Such "backdoor financing" has been opposed 
consistently by Treasury since it severs the relationship 
between the amount of aid given and the program's needs and 
ability to absorb funds. Moreover, because the interest 
earned on the trust's assets (Treasury securities) would be 
included as a part of the general interest paid on the public 
debt, the trust fund mechanism masks the true cost of assistance. 

Finally, your letter states that other organizations have 
utilized trust funds similar to that proposed for AUB. We 
believe, however, that the proposed AUB fund differs markedly 
from the funding mechanisms of the three organizations men
tioned in your letter. While the Japan-u.s. Friendship Com
mission utilizes a trust fund in Treasury, the Commission's 
fund was established with cash which Japan owed to the U.S., 
rather than an initial appropriation. The East-West Center in 
Hawaii is a private, nonprofit corporation receiving annual 
congressional appropriations, but has no trust fund to receive 
these appropriations. The Israeli-American foundations do not 
operate with a governmental trust fund, but instead are funded 
by money Israel owes to the U.S. and which is paid into and 
held by Israeli financial institutions. 

Although Treasury is opposed to the trust fund mechanism 
as described in your letter and the Senate bill, we would be 
pleased to work with your committee and provide whatever 
assistance we can. We believe the best mechanism for provid
ing the assistance you propose is through the normal budget 
and appropriations process. 

The Honorable 
Robert Dole 
United States Senate 
Washington, D. C. 20510 

Sincerely, 
(signed) ' 1

~ 1-

Bruce Thompson, Jr,. 

Bruce E. Thompson, Jr. 
Assistant Secretary 
(Legislative Affairs) 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

ASSISTANT SECRETARY 

JUN n 1 1984 

Dear Senator Glenn: 

This is in response to your letter to the President of 
March 21, 1984, in which you expressed your concern that the 
American commitment to Lebanon and the entire Middle East be 
reaffirmed by assuring the long term future of the American 
University in Beirut ("AUB"). You suggested that one way to 
do so would be to increase aid to AUB by establishing a trust 
fund within the Treasury to assist AUB, and you requested that 
the Administration consider such a proposal. The White House 
has asked Treasury to respond to you directly. 

The vehicle for providing increased assistance to AUB 
proposed in your letter and in the International Security and 
Development Cooperation Act of 1984 (S. 2582) is a trust fund. 
Section 214 of S. 2582 would create an "American University of 
Beirut Trust Fund" in the Treasury, and divert $50 million 
from Economic Support Fund assistance for Lebanon to this 
trust fund. The bill would also determine how Treasury is to 
invest the funds and when Treasury should disburse interest 
and other earnings from the fund to AUB. 

While Treasury has no first-hand knowledge concerning 
AUB's financial requirements, it is our understanding that the 
State Department is trying to determine AUB's financial needs, 
its ability to absorb aid, and the means for providing U.S. 
assistance to this institution. We have contacted the State 
Department concerning this matter and have been advised that 
State believes that any trust fund for AUB should not draw on 
any Lebanon reconstruction program appropriations, since State 
wants to ensure that these appropriations remain available for 
relief, repair, and reconstruction purposes in Lebanon. 
Diversion of funds, in State's view, will not be understood by 
the Government of Lebanon, and may encourage other educational 
institutions abroad to seek similar, preferential treatment. 

The Treasury Department is also opposed to the trust fund 
mechanism for providing aid to AUB. Treasury's position is 
based upon its longstanding opposition, as a general princi
ple, to the use of trust funds as a means of providing finan
cial assistance, and we see no compelling justification for 
establishing such a fund in the AUB situation. Trust fund 
financing completely circumvents the normal appropriations and 
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budget process, by permitting the interest rate on the trust 
fund's securities to be determinative of the amount of assist
ance provided. Thus, Congress and the Executive Branch are 
deprived of control over future U.S. funding to a beneficiary 
of a trust, such as AUB in this case. A program financed in 
such a manner also assumes a special budgetary status since it 
is not required, as are most other government aid programs, to 
justify its need for aid annually as part of the normal U.S. 
budgetary process. Such "backdoor financing" has been opposed 
consistently by Treasury since it severs the relationship 
between the amount of aid given and the program's needs and 
ability to absorb funds. Moreover, because the interest 
earned on the trust's assets (Treasury securities) would be 
included as a part of the general interest paid on the public 
debt, the trust fund mechanism masks the true cost of assistance. 

Finally, your letter states that other organizations have 
utilized trust funds similar to that proposed for AUB. We 
believe, however, that the proposed AUB fund differs markedly 
from the funding mechanisms of the three organizations men
tioned in your letter. While the Japan-u.s. Friendship Com
mission utilizes a trust fund in Treasury, the Commission's 
fund was established with cash which Japan owed to the U.S., 
rather than an initial appropriation. The East-West Center in 
Hawaii is a private, nonprofit corporation receiving annual 
congressional appropriations, but has no trust fund to receive 
these appropriations. The Israeli-American foundations do not 
operate with a governmental trust fund, but instead are funded 
by money Israel owes to the U.S. and which is paid into and 
held by Israeli financial institutions. 

Although Treasury is opposed to the trust fund mechanism 
as described in your letter and the Senate bill, we would be 
pleased to work with your committee and provide whatever 
assistance we can. We believe the best mechanism for provid
ing the assistance you propose is through the normal budget 
and appropriations process. 

The Honorable 
John Glenn 
United States Senate 
Washington, o. C. 20510 

Sincerely, 
(signed) 
Bruce Thompson, ~ 

Bruce E. Thompson, Jr. 
Assistant Secretary 
(Legislative Affairs) 



ASSISTANT SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

JUN n 11984 

Dear Senator Inouye: 

This is in response to your letter to the President of 
March 21, 1984, in which you expressed your concern that the 
American commitment to Lebanon and the entire Middle East be 
reaffirmed by assuring the long term future of the American 
University in Beirut ("AUB"). You suggested that one way to 
do so would be to increase aid to AUB by establishing a trust 
fund within the Treasury to assist AUB, and you requested that 
the Administration consider such a proposal. The White House 
has asked Treasury to respond to you directly. 

The vehicle for providing increased assistance to AUB 
proposed in your letter and in the International Security and 
Development Cooperation Act of 1984 (S. 2582) is a trust fund. 
Section 214 of S. 2582 would create an "American University of 
Beirut Trust Fund" in the Treasury, and divert $50 million 
from Economic Support Fund assistance for Lebanon to this 
trust fund. The bill would also determine how Treasury is to 
invest the funds and when Treasury should disburse interest 
and other earnings from the fund to AUB. 

While Treasury has no first-hand knowledge concerning 
AUB's financial requirements, it is our understanding that the 
State Department is trying to determine AUB's financial needs, 
its ability to absorb aid, and the means for providing U.S. 
assistance to this institution. We have contacted the State 
Department concerning this matter and have been advised that 
State believes that any trust fund for AUB should not draw on 
any Lebanon reconstruction program appropriations, since State 
wants to ensure that these appropriations remain available for 
relief, repair, and reconstruction purposes in Lebanon. 
Diversion of funds, in State's view, will not be understood by 
the Government of Lebanon, and may encourage other educational 
institutions abroad to seek similar, preferential treatment. 

The Treasury Department is also opposed to the trust fund 
mechanism for providing aid to AUB. Treasury's position is 
based upon its longstanding opposition, as a general princi
ple, to the use of trust funds as a means of providing finan
cial assistance, and we see no compelling justification for 
establishing such a fund in the AUB situation. Trust fund 
financing completely circumvents the normal appropriations and 
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budget process, by permitting the interest rate on the trust 
fund's securities to be determinative of the amount of assist
ance provided. Thus, Congress and the Executive Branch are 
deprived of control over future U.S. funding to a beneficiary 
of a trust, such as AUB in this case. A program financed in 
such a manner also assumes a special budgetary status since it 
is not required, as are most other government aid programs, to 
justify its need for aid annually as part of the normal U.S. 
budgetary process. Such "backdoor financing" has been opposed 
consistently by Treasury since it severs the relationship 
between the amount of aid given and the program's needs and 
ability to absorb funds. Moreover, because the interest 
earned on the trust's assets (Treasury securities) would be 
included as a part of the general interest paid on the public 
debt, the trust fund mechanism masks the true cost of assistance. 

Finally, your letter states that other organizations have 
utilized trust funds similar to that proposed for AUB. We 
believe, however, that the proposed AUB fund differs markedly 
from the funding mechanisms of the three organizations men
tioned in your letter. While the Japan-u.s. Friendship Com
mission utilizes a trust fund in Treasury, the Commission's 
fund was established with cash which Japan owed to the U.S., 
rather than an initial appropriation. The East-West Center in 
Hawaii is a private, nonprofit corporation receiving annual 
congressional appropriations, but has no trust fund to receive 
these appropriations. The Israeli-American foundations do not 
operate with a governmental trust fund, but instead are funded 
by money Israel owes to the U.S. and which is paid into and 
held by Israeli financial institutions. 

Although Treasury is opposed to the trust fund mechanism 
as described in your letter and the Senate bill, we would be 
pleased to work with your committee and provide whatever 
assistance we can. We believe the best mechanism for provid
ing the assistance you propose is through the normal budget 
and appropriations process. 

The Honorable 
Daniel K. Inouye 
United States Senate 
Washington, D. C. 20510 

Sincerely, 
(signed) 

Bruce Thompson Jr 
I -~~ 

Bruce E. Thompson, Jr. 
Assistant Secretary 
(Legislative Affairs) 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D .C. 20220 
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ASSISTANT SECRETARY 

JUN O 11984 

Dear Senator Mathias: 

This is in response to your letter to the President of 
March 21, 1984, in which you expressed your concern that the 
American commitment to Lebanon and the entire Middle East be 
reaffirmed by assuring the long term future of the American 
University in Beirut ("AUB"). You suggested that one way to 
do so would be to increase aid to AUB by establishing a trust 
fund within the Treasury to assist AUB, and you requested that 
the Administration consider such a proposal. The White House 
has asked Treasury to respond to you directly. 

The vehicle for providing increased assistance to AUB 
proposed in your letter and in the International Security and 
Development Cooperation Act of 1984 (S. 2582) is a trust fund. 
Section 214 of s. 2582 would create an "American University of 
Beirut Trust Fund" in the Treasury, and divert $50 million 
from Economic Support Fund assistance for Lebanon to this 
trust fund. The bill would also determine how Treasury is to 
invest the funds and when Treasury should disburse interest 
and other earnings from the fund to AUB. 

While Treasury has no first-hand knowledge concerning 
AUB's financial requirements, it is our understanding that the 
State Department is trying to determine AUB's financial needs, 
its ability to absorb aid, and the means for providing U.S. 
assistance to this institution. We have contacted the State 
Department concerning this matter and have been advised that 
State believes that any trust fund for AUB should not draw on 
any Lebanon reconstruction program appropriations, since State 
wants to ensure that these appropriations remain available for 
relief, repair, and reconstruction purposes in Lebanon. 
Diversion of funds, in State.'s view, will not be understood by 
the Government of Lebanon, and may encourage other educational 
institutions abroad to seek similar, preferential treatment. 

The Treasury Department is also opposed to the trust fund 
mechanism for providing aid to AUB. Treasury's position is 
based upon its longstanding opposition, as a general princi
ple, to the use of trust funds as a means of providing finan
cial assistance, and we see no compelling justification for 
establishing such a fund in the AUB situation. Trust fund 
financing completely circumvents the normal appropriations and 
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budget process, by permitting the interest rate on the trust 
fund's securities to be determinative of the amount of assist
ance provided. Thus, Congress and the Executive Branch are 
deprived of control over future U.S. funding to a beneficiary 
of a trust, such as AUB in this case. A program financed in 
such a manner also assumes a special budgetary status since it 
is not required, as are most other government aid programs, to 
justify its need for aid annually as part of the normal U.S. 
budgetary process. Such "backdoor financing" has been opposed 
consistently by Treasury since it severs the relationship 
between the amount of aid given and the program's needs and 
ability to absorb funds. Moreover, because the interest 
earned on the trust's assets (Treasury securities) would be 
included as a part of the general interest paid on the public 
debt, the trust fund mechanism masks the true cost of assistance. 

Finally, your letter states that other organizations have 
utilized trust funds similar to that proposed for AUB. We 
believe, however, that the proposed AUB fund differs markedly 
from the funding mechanisms of the three organizations men
tioned in your letter. While the Japan-u.s. Friendship Com
mission utilizes a trust fund in Treasury, the Commission's 
fund was established with cash which Japan owed to the U.S., 
rather than an initial appropriation. The East-West Center in 
Hawaii is a private, nonprofit corporation receiving annual 
congressional appropriations, but has no trust fund to receive 
these appropriations. The Israeli-American foundations do not 
operate with a governmental trust fund, but instead are funded 
by money Israel owes to the U.S. and which is paid into and 
held by Israeli financial institutions. 

Although Treasury is opposed to the trust fund mechanism 
as described in your letter and the Senate bill, we would be 
pleased to work with your committee and provide whatever 
assistance we can. We believe the best mechanism for provid
ing the assistance you propose is through the normal budget 
and appropriations process. 

The Honorable 
Charles Mee. Mathias, Jr. 
United States Senate 
Washington, D. C. 20510 

Sincerely, 
(signed) 

§rM~~ Jhompson, Jr 
-"· Bruce E. Thompson, Jr. 

Assistant Secretary 
(Legislative Affairs) 



ASSISTANT SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

JUNO 11984 

Dear Senator Pell: 

This is in response to your letter to the President of 
March 21, 1984, in which you expressed your concern that the 
American commitment to Lebanon and the entire Middle East be 
reaffirmed by assuring the long term future of the American 
University in Beirut ("AUB"). You suggested that one way to 
do so would be to increase aid to AUB by establishing a trust 
fund within the Treasury to assist AUB, and you requested that 
the Administration consider such a proposal. The White House 
has asked Treasury to respond to you directly. 

The vehicle for providing increased assistance to AUB 
proposed in your letter and in the International Security and 
Development Cooperation Act of 1984 (S. 2582) is a trust fund. 
Section 214 of s. 2582 would create an "American University of 
Beirut Trust Fund" in the Treasury, and divert $50 million 
from Economic Support Fund assistance for Lebanon to this 
trust fund. The bill would also determine how Treasury is to 
invest the funds and when Treasury should disburse interest 
and other earnings from the fund to AUB. 

While Treasury has no first-hand knowledge concerning 
AUB's financial requirements, it is our understanding that the 
State Department is trying to determine AUB's financial needs, 
its ability to absorb aid, and the means for providing U.S. 
assistance to this institution. We have contacted the State 
Department concerning this matter and have been advised that 
State believes that any trust fund for AUB should not draw on 
any Lebanon reconstruction program appropriations, since State 
wants to ensure that these appropriations remain available for 
relief, repair, and reconstruction purposes in Lebanon. 
Diversion of funds, in State's view, will not be understood by 
the Government of Lebanon, and may encourage other educational 
institutions abroad to seek similar, preferential treatment. 

The Treasury Department is also opposed to the trust fund 
mechanism for providing aid to AUB. Treasury's position is 
based upon its longstanding opposition, as a general princi
ple, to the use of trust funds as a means of providing finan
cial assistance, and we see no compelling justification for 
establishing such a fund in the AUB situation. Trust fund 
financing completely circumvents the normal appropriations and 
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budget process, by permitting the interest rate on the trust 
fund's securities to be determinative of the amount of assist
ance provided. Thus, Congress and the Executive Branch are 
deprived of control over future U.S. funding to a beneficiary 
of a trust, such as AUB in this case. A program financed in 
such a manner also assumes a special budgetary status since it 
is not required, as are most other government aid programs, to 
justify its need for aid annually as part of the normal U.S. 
budgetary process. Such "backdoor f i nancing" has been opposed 
consistently by Treasury since it severs the relationship 
between the amount of aid given and the program's needs and 
ability to absorb funds. Moreover, because the interest 
earned on the trust's assets (Treasury securities) would be 
included as a part of the general interest paid on the public 
debt, the trust fund mechanism masks the true cost of assistance. 

Finally, your letter states that other organizations have 
utilized trust funds similar to that proposed for AUB. We 
believe, however, that the proposed AUB fund differs markedly 
from the funding mechanisms of the three organizations men
tioned in your letter. While the Japan-u.s. Friendship Com
mission utilizes a trust fund in Treasury, the Commission's 
fund was established with cash which Japan owed to the U.S., 
rather than an initial appropriation. The East-West Center in 
Hawaii is a private, nonprofit corporation receiving annual 
congressional appropriations, but has no trust fund to receive 
these appropriations. The Israeli-American foundations do not 
operate with a governmental trust fund, but instead are funded 
by money Israel owes to the U.S. and which is paid into and 
held by Israeli financial institutions. 

Although Treasury is opposed to the trust fund mechanism 
as described in your letter and the Senate bill, we would be 
pleased to work with your committee and provide whatever 
assistance we can. We believe the best mechanism for provid
ing the assistance you propose is through the normal budget 
and appropriations process. 

The Honorable 
Claiborne Pell 
United States Senate 
Washington, D. C. 20510 

Sincerely, 
(signed) , 

1 

Bruce Thompson, Jr,. 
Bruce E. Thompson, Jr. 
Assistant Secretary 
(Legislative Affairs) 
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T H E W H I T E H O U S E 

REFERRAL 

84-4472 

0 F F I C E 

APRIL 2, 1984 

TO: DEPARTMENT OF THE TREASURY 
ATTN: BRUCE THOMPSON 

ACTION REQUESTED: 
DIRECT REPLY, FURNISH INFO COPY 

DESCRIPTION OF INCOMING: 

ID: 219090 

MEDIA: LETTER, DATED MARCH 21, 1984 

TO: PRESIDENT REAGAN 

FROM: THE HONORABLE CLAIBORNE PELL 
UNITED STATES SENATE 
WASHINGTON DC 20510 

SUBJECT: EXPRESS CONCERN THAT THE EXISTENCE OF THE 
AMERICAN UNIVERSITY OF BEIRUT IS SERIOUSLY 
THREATENED BY TERRORIST ACTIVITIES AGAINST 
THE FACULTY, AS WELL AS MAJOR FINANCIAL 
LOSSES. RECOMMEND THE ESTABLISHMENT OF A 
TRUST FUND WITHIN THE TREASURY, WITH THE 
ANNUAL EARNINGS DEDICATED TO SUPPORTING THE 
UNIVERSITY & SHOWING OUR DETERMINATION TO 
WORK FOR PEACE IN THE REGION 

PROMPT ACTION IS ESSENTIAL IF REQUIRED ACTION HAS NOT BEEN 
TAKEN WITHIN 9 WORKING DAYS OF RECEIPT, PLEASE TELEPHONE THE 
UNDERSIGNED AT 456-7486. 

RETURN CORRESPONDENCE, WORKSHEET AND COPY OF RESPONSE 
(OR DRAFT) TO: 
AGENCY LIAISON, ROOM 91, THE WHITE HOUSE 

SALLY KELLEY 
DIRECTOR OF AGENCY LIAISON 
PRESIDENTIAL CORRESPONDENCE 
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March lO, 19 4 

Dear S-n tor t thias: 

On beh lf of th President, I ould lik to 
l tt.er hich you 

your olleagu s 
t nk you for your 
co ig ed with fiv or 
expre ing your g av 
futu of th Aneric 

cone r r garding the 
U iv rsi y of B•irut. 

W ppreciat the opportu ity tor vi w 
your r comm ndation th t tru t ... und be 

tablished within the T easury d1cat d to 
ou porting th Univ r ity. I.et e sure ou 
tba your e ent regarding the errori ~ 
~ttacks gain&t University personnel have 
be n brough to the President• at ntio 1 
and your id a will be thoroughly tudied in 
conJunction with th appropri te avi ory 
staf m mb rs. You ~hould be baring further 
aw soon s any info tion i av il·ble. 

~th b st wi h s, 

Sincer ly, 

• B. Ogle by, Jr. 
it nt to th· President 

Th Hon r ble Charl s Mee. Ma hia, Jr. 
Uuit~d St tea S 11at 
ashington, o .. c. 20510 

MBO/KRJ/tjr 

cc: w/copy of inc to Bruce Thompson, Legis 
Affrs, Treasury - for DIRECT response 
with copy to MBOglesby 
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' HOWARD ~- ~AKER, JR.~TENN. CLAIBORNE PELL, R.I. 
JESSE HELMS, N.C JOSEPH R. BIDEN, JR., DEL 
RICHARr3' G. LUGAR, INO. JOHN GLENN, OHIO 
CHARLES McC. MATHIAS, JR., MD. PAULS. SARBANES, MD. 
NANCY L KASSEBAUM, KANS. EDWARD ZORINSKY, NEBR. 
RUDY BOSCHWITZ, MINN. PAULE. TSONGAS, MASS. tlnittd ~tatts ~matt 219090 
LARRY PRESSLER. S. OAK. ALAN CRANSTON, CALIF. 
FRANK H. MURKOWSKI, ALASKA CHRISTOPHER J. 0000, CONN. 
PAULA HAWKINS, FLA. 

SCOTT COHEN, STAFF DIRECTOR 
GERYLD B. CHRISTIANSON, MINORITY STAFF DIRECTOR 

Dear Mr. President: 

COMMITTEE ON FOREIGN RELATIONS 

WASHINGTON, 0 .C. 20510 

March 21, 1984 

When the American University of Beirut's president, Dr. 

• 

Malcolm H. Kerr, was assassinated last January, you expressed a 
sentiment that we all shared -- this tragic death must strengthen 
our resolve not to allow terrorism "to take control of the lives . 
or actions or future of ourselves and our friends." Nowhere is 
this resolve more important than in our commitment to the American 
University itself. Now in its 118th year of serving the Middle 
East, AUB has profoundly influenced the acceptance within Lebanon 
and throughout the region of the values of free inquiry and indi
vidual enterprise that the American people so cherish. 

The future of peace in the Middle East rests ultimately 
upon the ability of the people in the region to understand and 
work with one another. American policy always aims to encourage 
and facilitate actions which broaden and strengthen regional dia
logue. That means our success in assuring security and peace for 
all people of the Middle East is dependent upon our prior success 
in preserving within the region a commitment to reason and toler
ance. To the people of the Middle East AUB is the very symbol of 
these high ideals. For them, its mission of teaching and healing 
is a concrete demonstration of the good intentions of the American 
people. 

We are writing you now because of our concern that AUB's 
ability to continue ·serving as a se~inal force for American ideas 
and values is threatened as never before in this institution's 
long history. · AUB has· seen not only the slaying of its president, 
but also the kidnapping of its acting president and one of its 
professors. It has suffered major financial losses from damaged 
facilities, lost fuition, and war-time ·costs at its hospital, 
which serves as a lifeline to the many casualties on all sides of 
the fighting. But most serious of all, the perception is growing ' 
both in Lebanon and elsewhere that these acts of violence and 
terrorism are weakening the U.S. commitment to continue working 
f9r moderation in the· region. 

We cannot allow the American University of Beirut to succumb 
to these forces. To do so would seriously dishearten those who still 
look to the Uni·ted States for leadership, while at the same time 
encouraging those who would like nothing better than to sweep 
the region clear of every American influence. With this in mind 
we are exploring ways in which the continued American commitment 
to constructive engagement in Lebanon and the entire Middle 
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East can be reaffirmed by assuring the long-term future of AUB. 
One way of doing this is to establish a trust fund within the 
United States Treasury, the annual earnings from which would be 
dedicated to supporting the university. This idea was employed 
previously in establishing the Japan-United States Friendship 
Commission, which supports cultural and educational activities 
between the two countries. Similar approaches with somewhat 
different structures were used to fund the East-West Center in 
Hawaii and the Israeli-American foundations for industry, science, 
agriculture, and education. We believe creation of a U.S. Government 
trust fund for AUB would have the merit of enhancing the univer
sity's ability to attract financial backing from both U.S. private 
sources and governments in the Middle East. 

The AUB trust could be funded by utilizing a portion of the 
monies previously appropriated for Lebanon reconstruction. These 
monies could be reprogrammed to the fund. 

We offer these ideas for your consideration in the hope that 
you will join us in guaranteeing AUB's future. We are convinced 
that by giving priority to the university's mission of healing 
and understanding we will reassure our friends in the Middle East 
of our determination to remain constructively involved in working 
for peace. 

Sincerely, 

c-4½-4 Ac; ~ ch 
Charles ~cc. Mathias, Jr. V" ) 

Robert Dole -..._ 

The President 
The White House 




