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MEMORANDUM

NATIONAL SECURITY COUNCIL /~/ 5

INFORMATION
May 7, 1975
MEMORANDUM FOR: ANDRE BUCKLES
FROM: 2 JEANNE W, DAV%“?D
: A
SUBJECT: Foreign Acquisition of Washington Gas

Company Bonds and Stock

The President today signed an Executive Order on Foreign Investment

in the United States, which established a senior level committee to
review major issues related to foreign investment in this country,
including specific major acquisitions of equity or debt by foreign sources.
It will also be announced that it is this country's expectation that foreign
governments will consult informally with us before making large official
investments in the United States. |

It is our understanding that this investment would be made by a foreign
government entity, and would be in the sum of $40 million. This certainly
meets the criteria for review by the recently established committee. We
further understand that Mr. Stratton has been informed of this new pro-
cedure, and will provide additional and more specific information when it
is available. The foreign governments concerned have been informally
notified of our expectation. &

Although it is of course impossible to make any firm statement before the

individual case is discussed in the new committee, we do not anticipate

that there would be opposition on national sécurity or foreign policy grounds
_to this investment. It remains the policy of the United States to encourage

the free flow of investment capital into this country.

R e
-




Dear Mr. Stratton:

=
2

-Jim Cannon has asked me to respond to your 1°t er of

April 29 1975, regarding the proposed sale of securities

£ the' Wasﬁlﬁgtor Gas Company to a foreign nation. I
understand that you discussed this matter with the
Treasury Department and have been advisad of the newly
constituted committes to review ‘ornign investments in
this country. Representatlves of this committee may be
in touch with you in the near future.

Thank you for'bringing this matter to our attention. I

have enclosed a copy of Executive Order 11853 for your
files. 1 :

Sincerely,

Andre M. Buckles
Staff Assistant
Domestic Council

Mr. William R.KStratton
Commissioner
Pubiic Service Commission

of the District of Columbia
1625 I Street, N.H.
Washington, D.v. 200095

bee: Jim Cannon

gerTaen
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May 9, 1975

The Honorsble Henry A. Kissinger
Secretery of State
Washington, D. C. 20520
Enclosure
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May 9, 1975

htnmwl J
/858
The enclosed copy of an Executive Or by the
President, entitled "Foreign Investment in the
United States,” is trensmitted for the files

of the Department of the Treasury.




May 9, 1975




e e s o

May 9, 1975

Robert D. Linder
Chief Executive Clerk
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THE WHITE HOUSE ACTION

WASHINGTON

May 6, 1975

MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNOR

SUBJECT: Executive rder

Attached for your consideration is a proposed Executive
Order which was prepared by the Department of the
Treasury entitled "Foreign Investment in the United
States."

The proposed order would establish a Committee on
Foreign Investment in the United States, to consist

of representatives designated by the Secretaries of
State, Treasury, Defense, and Commerce, the Assistant
to the President for Economic Affairs and the Executive
Director of the Council on International Economic
Policy.

The Committee would have responsibility for monitoring
the impact of foreign investment in the United States
and for coordinating the implementation of United
States policy on such investment.

Justice, OMB, CIEP, NSC, Bill Seidman, Max Friedersdorf
Phil Buchen (Lazarus) and I recommend approval of the
Executive Order which has been cleared by Paul Theis.

RECOMMENDATION

That you sign the Executive Order at Tab A.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

GENERAL COUNSEL

MAY 6 1975

MEMORANDUM FOR ROBERT D. LINDER

Subject: Recommended Press Release to Accompany Pro-
posed Executive order entitled "Foreign In-
vestment in the United States"

The cited proposed Order was forwarded to Justice on
Thursday, May 1, 1975, by this office, with a copy
thereof to you.

As written, the enclosed press release is consistent
with the proposed Order and provides significant informa-
tion relating to the Administration's policy concerning
foreign investments.

Treasury strongly urges that this press release accompany
the issuance of the proposed Order. It has been co-
ordinated with representatives of the Departments of State
and Commerce, and CIEP. It has the clearance of the
Director of the Office of Management and Budget.

Calvin/J. Collier
Generdl Counsel

Enclosure






PRESS RELEASE

Earlier this year, the Executive Branch conducted an
extensive review of our policy toward foreign investment
in this country. We concluded that, under existing law,
we had adequate safeguards to protect essential national
interests, and that new restrictions on foreign invest-
ment are unnecessary. At the same time, it was determined
that, in addition to the continued vigorous enforcement

of our current laws and regulations on foreign investment,
the Administration should supplement present arrangements
with additional administrative procedures which will
strengthen our information on foreign investment and ensure
that such investments in this country are consistent with
our national interests. The Executive Order I have signed
today puts these procedures into effect.

The Order establishes a new Committee on Foreign Invest-
ment in the United States to be chaired by a senior official
of the Department of the Treasury and to include repre-
sentatives of the Secretaries of State, Defense, and

Commerce and of the Assistant to the President for Economic
Affairs, and the Executive Director of the Council for Inter-
national Economic Policy. The major tasks of this Committee
will be to assess general trends and significant developments
in foreign investment and to review investments in the

United States by foreign governments which, in the judgment
of the Committee, might have major implications for U.S.
national interests. The Committee will also be responsible
for considering proposals for such new legislation or
additional administrative action as may be appropriate.

In order to perform his responsibilities under this Order,

the Secretary of Commerce intends to establish a new Office

of Foreign Investment in the United States. This Office

will be responsible for obtaining, consolidating, and analyzing
information on foreign investment in the United States. This
information will be submitted to the Committee and will assist
it in the performance of its functions under this Order.

In addition, we expect that foreign governments will consult
with us in advance on major governmental investments in this
country. As previously announced, we are presently discussing
with foreign governments the procedures for advance con-
sultations. Such consultations have been mutually beneficial
in the past, and I am confident that such exchanges on govern-

mental investments will be in the best interests of all
concerned.



I want to reaffirm that this Administration is committed

to a continuation of America's traditional open door policy
toward foreign investment. This policy is consistent with
our overall dedication to the freest possible economic

relations among nations.



Offire of the Attornep General
Washington, D. ¢. 20330

MAY 6 1875

The President,

The White House,
My dear Mr. President:

I am herewith transmitting a proposed Executive
order entitled "Foreign Investment in the United
States," -

This proposed order was presented by the Depart-
ment of the Treasury and has been forwarded for the
consideration of this Department as to form and
legality by the Office of Management and Budget with
the approval of the Director, after revision in that
agency. Further minor changes in the order have been
made in this Department.

The proposed Executive order is approved as to
form and legality.

Respectfully,

ntoninVScalia
Assistant Attorney General
Office of Legal Counsel
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Section 3 of the order authorizes the Secretary of
the Treasury, without further approval of the President,
to make ressonable use of the rescurces of the Exchange
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2 ACTION
/ May 6, 1975
MEMORANDUM FOR: BRENT g’é/)WCROFT
FROM: MAchZﬁ BUTLER >
SUBJECT: Executive Order on Foreign Investment

in the United States

The Executive Order is to go to the President tonight, and the White House
Staff Secretary has requested our comments and recommendations on an
urgent basis.

The Executive Order establishes a Committee on Foreign Investment in the
United States. The Committee will be chaired by Treasury, with State
participation, and will report through the NSC and the EPB. Foreign policy
and national security considerations are adequately protected by this
arrangement. Given the strong interests of the domestic agencies in
foreign investment in this country, we could not realisticly expect to keep
this issue in the State/NSC channel exclusively. The other substantive
provisions are also acceptable.

Attached at Tab A is a memorandum from Secretary Ingersoll to Secretary
Kissinger in his NSC role. Since State has already cleared the Executive
Order, and in fact was actively involved with us in negotiating the reporting
arrangement, this is an unusual procedure. I understand from State that
they are not certain that the reporting procedure was specifically cleared
by the Secretary; given the fact that Ingersoll recommends that the Secre-
tary approve the Executive Order, the purpose of the memorandum is not
substantive. State is, in short, protecting its procedural flank. There is
no disagreement on the adequacy of the arrangements established by the
Executive Order.

Should you desire to bring this matter to the attention of the Secretary,
however, a memorandum for this purpose is attached at Tab B.

RECOMMENDA TION

That you inform the Staff Secretary (Judy Johnston, ext. 2219) that we
approve signature of the Executive Order. :
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THE DEPUTY SECRETARY OF STATE
WASHINGTON

May 6, 1975

UNCLASSIFIED

MEMORANDUM TO THE ASSISTANT TO THE PRESIDENT
FOR NATIONAL SECURITY AFFAIRS

Subject: Executive Order on Foreign Investment
in the United States

I have examined the attached Executive Order
and recommend that you approve it. The joint
EPB/NSC arrangement with regard to the interagency
committee represents a compromise between State and
Treasury, and I believe it will adequately assure
that National Security and other foreign policy

considerations are given appropriate attention.
Therefore, the Department of State concurs in the

publication of the proposed Executive Order.

U, fpanstt.

Robert S. Inggrsoll

UNCLASSIFIED




Foreign Investment in the United States

g

By virtue of the authority vested in me by the Constitution
and laws of the United States, it is hereby ordgred gs follows:

Section 1.

(2a) There is hereby established the Committee on

Foreign Investment in the United States (hereinafter referiedv
to as the Committee). The Committee shaii be composed of one
representative each of the Secretaries of State, Treasury,
Defense, and Commerce, and of thé Assisfant to thé President for
Economic Affairs, designated by those officials and not below the =
status of an Assistanf Secretary. The representative of the '

Secretary of the Treasury:shall be the Chairman of the Committee.

s

The Chairman, ac he deems appropriate, may invite represéntatjves
of other departments and.agencies _to.participate from time to __ __
time in activities of the Committee.
(b) The Committee shall have primary continuing respon-
sibility within the Executive Branch for monitoring the impact
of foreign investment in the United States, bbth direct and port-
folio, and for coordinating the implementation of U.S. policy
on such investment. In fulfillment of this responsibility thé
Committee shall
(1) arrange for the preparation of analyses of trends and
significant developments in foreign investments in the Uéited States,
-__(2) providé guidance onr arrangements with foreigh govern-

or advance consultations on prospective major foreign

th

ments
governmental investments in the United States,
(3} review investments in the United States whith {5 the

-Committee's view might have
major implications for U.S. national interests, and



{(4) consider proposais for new legislation or regula-

tions relating to foreién investment.as may'appéar neceésary.
(c) As the need arises, the Committee shall submit 'g
Arecommendations_and analyses to the National Security Council
and to the Economic Policy Board. 1t shall élso érrange for
the preparation and publication of periodic reports.
Section 2.
(a) The Secretary of Coﬁmerce.is hereby directed
to establish within the Department of Commerce an Office of
Foreign Investment in the Uniéed States. The Office shall;

(1) obtain, consolidate, and analyze information on
foreign investment in £ P bad States, |

(2) seek to impfove the:gathéring and dissemination of
information on such fcreign invesﬁmeht and; in particular,
make recommendations to the Committee on means wherebhy infor="—"—"""—~""
mation on foreign investment can be kept current,

(3) ‘assist the Committee and other parts'of the
Government by closely observing foreign investment in the
UnitedVStates and producing réports and analyses of trends
and significant developments ip various categories of
investment, and |

(4) at the direction of the Cdmmittee, assiét the
Committee in the performance of ité functions by providing
data and evaluations of significant investment t;ansactions.
e (b) Until such time as the Congreés shall have

had adequate opportunity to consider appropriations for the

it
rh

O
Hh

use of the Office, the Secretary the Treasury may make

@

1

the Exchange Stabilization

th

the resources o

r4rI

reasonable u

0]
@

(@]

Fund to pay the expenses of the Office.



Section 3.

All depértments and agencies are direﬁted to
provide, to the extent permitted-by law, such information
and assistance as may be requested by the Committee aﬁa
Offiqe in carrying out their functions uﬁder this Order.

The Committee and the Office shall givé confidential treat-
ment to any information submitted to them which would be
regérded as confidential for the purposes of Section 1905 of
Title 18 of the United States Code and shall be used only to.
carry out the functions underfthis:Order.

Section 4. .

Nothing in thig Order shall'affect the data-gathering
or fegulatory authority of any ekisting department or agency

over foreign investment, and the review of individual invest-

‘ments provided by this Order shall not in any way supersede or

prejudice any other process of review or approval provided

THE WHITE HOUSE

iR W
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Earlier this year, the Executive Branch conducted an extensive review
of our po 1' y tos vaLd foreign mvestﬁmnt in this country, We concluded
that, under existing law, we had adequate safeguards to protect essential

auonal interests and that new restrictions on foreign investment were
unnecessary. At the same time, it was determined that, in addition to
the continued vigorous enforcement of our current laws and regulations on
foreign investment, the Administration should establish administrative
procedurss to ensure that such investments in this country are consistent
with our national inter

G)

sts. The Executive Order I have signed puts
these procedures into effe

The Order éstablishes a Committee on Foreign Investment in the United
States to be chaired by a senior official of the Department of the Treasury.
Included on this committee are representatives of the Secretaries of

State, Defense, and Commerce, of the Assistant to the President for
Economic Affairs and of the Executive Director of the Council for International
Economic Policy. The major tasks of this Committee are to assess general
trends and significant developments in foreign investment and to review
investments in the United States by foreign governments which, in the
judgment of the Committee, might have major implications for U.S. national
interests. The Committee is also responsible for considering proposals

LOT such new 1eglslé.t10n or additional administrative action as may be
appropriate.

In order to perform his responsibilities under this Order, the Secretary
of Commerce intends to establish an Office of Foreign Investment in the
United States, This Office will be responsible for obtaining, consolidating
and analyzing information on foreign 1nvestment in this country. This
information will be submitted to the Committee and will assist it in the
performance of its duties under this Order,

In addition, we expect that foreign governments will consult with us in
advance on major governmental investments in this country. As previously
announced, we are presently discussing with foreign governments the
procedures for advance consultations. Such consultations have been
mutually beneficial in the past, and I am confident that such exchanges on
governmental investments will be in the best interests of all concerned.

(MORE)
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DEPARTMENT OF THE TREASURY [ e @
. WASHINGTON, D.C. 20220 EXECUTIVE 2 '
ASSISTANT SECRETARY j ,/C:, 4?4’:7 ‘ ;
. . September 13, 1976 jFTr:;?;if
Z7 ‘
FE /2

MEMORANDUM FOR: MEMBERS OF THE COMMITTEE ON FOREIGN
INVESTMENT IN THE UNITED STATES

HONORABLE JAMES M. CANNON
HONORABLE BRENT SCOWCROFT
HONORABLE ALAN GREENSPAN

HONORABLE FRANK G. ZARB

Subject: Working-level Meeting on OPEC Investments
in Energy Sector

The FEA has requested that the Committee on Foreign
Investment in the United States (CFIUS) review current
U.S. policy and procedures on foreign investment in the ’
United States in regard to direct investments by OPEC
governments in the energy sector. Accordingly, I have
asked Deputy Assistant Secretary John M. Niehuss to hold
a working level meeting of the CFIUS to give FEA an

- opportunity to explain why current U.S. policy and pro-
cedures should be changed in this regard. (Attached is a
FEA memorandum on this subject.) The report of this
working group will be transmitted to the Committee with a
recommendation for any further action by the CFIUS.

Pursuant to Section 1(a) of the Executive Order
creating the CFIUS, representatives of FEA, CEA, NSC and
the Domestic Council are also invited to participate in
the working group. 1

The working group meeting will be held on Thursday, r
September 16 at 2:30 p.m. in Room 4125, Main Treasury.
Please notify Mr. Niehuss' office (964-5881) as to who will 3

attend for your agency.

Aty |

Attachment o i

™




May 16, 1975 SR

Dear Mr, Stratton:

Now that the Committee on Foreign Investment in the
United States is in being, we are looking to its Chairman,
Treasury Under Secreitary for Monetary Affairs Jack

wDBennett, as the prime contact for foreign invesiment
issues, '

Jack will be making a formal ruponéo to your April 29
letter to Jim Cannon regarding the long term debt and
stock issue of the Xa-hington Gas Company,

Sincerely,
i

L. William Seidman
 Assistant to the President
for Economic Aifairs

S

-+
Me. WIliam R, Stratton
Commissioner
Public Service Commission
of the District of Columbia
1625 1 Street, N, W,
Washington, D, C. 20006

LWS:DWM:fme

CHRON, WH, EXSEC #2094
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The President

of the Senate

Sir:

I ask the Congress to consider a proposed budget
amendment for an increase in the fiscal year 1976 appropri-
ations in the amount of $410,000 for the Department of
Commerce.

The details of this proposal are set forth in the enclosed
letter from the Director of the Office of Management and
Budget, with whose comments and observations I concur.

Respectfully, =

¥ i e S

Enclosure
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Presidential Statement

Earlier this year, the Executive Branch conducted an extensive review

of cur policy toward foreign investment in this country. We concluded
that, under existing law, we had adequate safeguards to protect essential
national interests and that new restrictions on foreign investment were
unnecessary. At the same time, it was determined that, in addition to
the continued vigorous enforcement of our current laws and regulations on
foreign investment, the Administration should establish administrative
procedures to ensure that such investments in this country are consistent
with our national interests., The Executive Order I have signed puts
these procedures into effect.

The Order establishes a Committee on Foreign Investment in the United
States to be chaired by a senior official of the Department of the Treasury.
Included on this committee are representatives of the Secretaries of

State, Defense, and Commerce,- of the Assistant to the President for
Economic Affairs and of the Executive Director of the Council for International
Economic Policy. The major tasks of this Committee are to assess general
trends and significant developments in foreign investment and to review
investments in the United States by foreign governments which, in the
judgment of the Committee, might have major implications for U.S. national
interests, The Committee is also responsible for considering proposals

tor such new legislation or additional administrative action as may be
appropriate.

In order to perform his responsibilities under this Order, the Secretary
of Commerce intends to establish an Office of Foreign Investment in the
United States. This Office will be responsible for obtaining, consolidating
and analyzing information on foreign investment in this country. This
information will be submitted to the Committee and will assist it in the
performance of its duties under this Order.

In addition, we expect that foreign governments will consult with us in
advance on major governmental investments in this country. As previously
announced, we are presently discussing with foreign governments the
procedures for advance consultations. Such consultations have been
mutually beneficial in the past, and I am confident that such exchanges on
governmental investments will be in the best interests of all concerned.

(MORE)
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I want to reaffirm that this Administration is committed

to a continuation of America's traditional open door policy
toward foreign investment. This policy is consistent with
our overall dedication to the freest possible economic
relations among nations.
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FOREIGN INVESTMENT IN THE UNITED STATES
By virtue of the authority vested in me by the Constitution
and statutes of the United States of America, including the
Act of February 14, 1903, as amended (15 U.S.C. 1501 et seq.),
section 10 of the Gold Reserve Act of 1934, as amended (31
U.5.C. 822a), and section 301 of title 3 of the United States
Code, and as President of the United States of America, it is
hereby ordered as follows:

Section 1. (a) There is hereby established the Committee
on Foreign Investment in the United States (hereinafter
referred to as the Committee). The Committee shall be com-
posed of a representative, whose status is not below that of
an Assistant Secretary, designated by each of the following:

(1) The Secretary of State.

(2) The Secretary of the Treasury.

(3) The Secretary of Defense.

(4) The Secretary of Commerce.

(5) The Assistant to the President for Economic Affairs.

(6) The Executive Director of the Council on International
Economic Policy.

The representative of the Secretary of the Treasury shall
be the chairman of the Committee. The chairman, as he
deems appropriate, may invite representatives of other de-
partments and agencies to participate from time to time inA
activities of the Committee.

(b) The Committee shall have primary continuing
responsibility within the Executive Branch for monitoring
the impact of foreign investment in the United States,

both direct and portfolic, and for coordinating



the implementation of United States pqlicy on
such investment. In fulfillment of.this responsi-
bility, the Committee shall:

(1) arrange for the preparaﬁion of analyses
of trends and significant developments in foreign
investments in the United States; :

(2) provide guidance on arrangements with
foreign governments for advance consultations on
prospective major foreign governmental investments
in the United States;

(3) reyiew investments in the United States
which, in the judgment of the Committee, might have
major implications for United States national
interests; and

(4) consider proposals for new legislation
or regulations relating to foreign investment as may
appear necessary.

(c) As the need arises, the Committee shall
submit recommendations and analyses to the National _ 3
Security Council and to the Economic Policy Board.
It shall also arrange for the preparation and publi-

cation of periodic reports.

Sec. 2. The Secretary of Commerce, with respect
to the collection and use of data on foreign invest-
ment in the United States, shall provide, in particu-
lar, for the performance of the following activities:

(a) The obtainment, consolidation, and analysis
of information on foreign investment in the United
States;

(b) the improvement of procedures for the
collection and dissemination of information on such

foreign investment;




(¢) the close observation of foreign invest-
/I

ment in the United States;

(d) the preparation of reports and analyses
of trends and of significant developments in appro-
priate categories of such investment;

(e) the compilation of data and preparation
of evaluations of significant investment trans-
actions; and

(f) the submission to the Committee of appro-
priate reports, analyses, data and récommendations
relating to foreign investment in the United States,
including recommendations as to hdw information on
foreign investment can be kept current.

Sec. 3. The Secretary of the Treasury is
authorized, without further approval of the President,
to make reasonable use of the resources of the
Exchange Stabilization Fund, in accordance with
section 10 of the Gold Reserve Act of 1934, as
amended (31 U.S.C. 822a), to pay any of the expenses
directly incurred by the Secretary of Commerce in
the performance of the functions and activities
provided by this Order. This authority shall be in
effect for one year, unless revoked prior thereto.

Sec. 4. All departments and agencies are
directed to provide, to the extent permitted by
law, such information and assistance as may be
requested by the Committee or the Secretary of Com-
merce in carrying out their functions and

activities under this Order.
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Sec. 5. Information which has been submitted
or received in confidence shall not be publicly
disclosed, except to the extent required by law;
and such information shall be used by the Committee
only for the purpose of carrying out the functions
and activities prescribed by this Order.

Sec. 6. Nothing in this Order shall affect
the data-gathering, regulatory, or enforcement
authority of any existing department or agency
over foreign investment, and the review of
individual investments provided by this Order
shall not in any way supersede or prejudice any
other process provided by law.

THE WHITE HOUSE
» 1975




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

GENERAL COUNSEL : MAY 5 1975

MEMORANDUM FOR MR. ROBERT D. LINDER

Subject: Proposed Executive Order entitled "Foreign
Investment in the United States.”

The cited proposed Order was forwarded to Justice on Thursday,
May 1, 1975, by this office, with a copy thereof to you.

In Section 1l(a) of the proposed Order, would you kindly add
" (6) The Executive Director of the Council on International
Economic Policy."

This addition has the concurrence of the Assistant to the
President for Economic Affairs and the Secretary of the
Treasury. It has the approval of the Director of the
Office of Management and Budget.

Calvin J. Collier
General Counsel



GENERAL COUNSEL

EXECUTIVE OFFICE QF THE PRESIDENT

NN ' OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

May 1 1975

Honorable Edward H. Levi
Attorney General
Washington, D. C. 20530

Dear Mr. Attorney General:

Herewith, in accordance with the provisions of Exec-
utive Order No. 11030, as amended, is a proposed
Executive order entitled "Foreign Investment in the
United States." ’

The proposed Order was submitted by the Department

of the Treasury. It would have established an inter-
agency Committee to monitor the impact on the United
States economy of foreign investments; and, would

have directed the Secretary of Commerce to create an
"Office of Foreign Investment in the United States"

for the purposes of obtaining, consolidating, and
analyzing information on such investments. The pro-
posed Order was subsequently modified by the Department
of the Treasury (letter of April 22, 1975) to incorporate
some of the views of other agencies. After consulting
representatives of that Department and the Department

of Commerce, the proposed Order has been further revised
in this office as to style and substance.

As authority for issuing this proposed Executive order,
in addition to the assertion of the President's general
constitutional authority, we have cited the organic

act of the Department of Commerce (having in mind partic-
ularly the following: 15 ©U.S.C. 1501, 1512, 1513, 1516,
and 1517), Section 10 of the Gold Reserve Act of 1934,

as amended (31 U.S.C. 822a), and other unspecified
statutory authority under which the Secretary of Commerce
may be empowered to collect or obtain information on
foreign investment. We were cognizant of the Foreign
Investment Study Act of 1974 (Public Law 93-479, 88 Stat.
1450) , but did not cite that statute since it is of
limited duration.

COPY FOR MR. ROBERT D. LINDER



The composition of the Committee is as recommended by

the Department of the Treasury. The Department of
Defense recommended that a representative of the National
Security Council and the Council on International Economic
Policy be placed on the Committee. The NSC did not re-
quest representation and it has not been added. The CIEP
did request representation, but it has not been added.
NSC and CIEP were not left off of the Committee so much
out of objection to their membership, but out of a
recognition of the manner in which the Committee is
formed. The heads of the entities on the Committee are
to appoint representatives, not to sit on the Committee
themselves. For instance, the Chairman of CIEP is the
Secretary of the Treasury and would thus appoint two
representatives. At the same time, there is a working
relationship between the Executive Director of CIEP and
the Assistant to the President for Economic Policy, who
is to appoint a representative, and who might appoint

the Executive Director of CIEP as his representative.

It is our understanding that CIEP informally requested
through the Department of the Treasury that the phrase
"in the judgment of the Committee" be inserted in
Section 1(b) (3) of the ‘proposed Order, after the word
"which." This modification has been made. Other recom-
mendations for changes in the first Section have gener-
ally been accommodated by the revised Treasury draft

and that substance has not been changed.

As to Section 2 of the proposed Order, after consulting
representatives of the Departments of Commerce and the
Treasury, we have not found any clear authority in the
Secretary of Commerce to create within that Department

a constitutent Office or Agency in the constitutional
sense. We have concluded that it would be improper to
direct the creation of such an Office or Agency. We
also considered the desirability of placing the full
responsibility in the Secretary of Commerce, rather

than in some element within the Department, with the
Secretary having only supervisory authority. This has
been a major objective of reorganization plans. We

have not been concerned with any inherent authority of
the Secretary to group his employees into organizational
units and to denominate one of such units as an office
of foreign investment. That authority and responsibility
is clearly reposed in the discretion of the Secretary.
It is our understanding that the Secretary intends to
exercise such authority.



The responsibilities directed to the Secretary have been
changed for reasons of style, but the substance has not
been altered from the Treasury revised draft; except that,
we have made it the Secretary's responsibility to sub-

mit appropriate reports and recommendations to the Com-
mittee (Section 2(f) of the proposed Order). In deleting
references to the performance of those functions "at

the direction of the Committee" we considered the inappro-
priateness of the Committee directing the Secretary of
Commerce, and the otherwise possible conflict with

Section 608 of the Treasury Appropriations Act (Public
Law 93-381), to the extent that employees of Commerce
might be construed as being de facto detailed as employees
of the Committee.

Section 3 of the proposed Executive order provides that
the President approves the use of resources of the
Exchange Stabilization Fund by the Secretary of the
Treasury for expenses incurred by Commerce. Mr. Dennis
O'Connell (184-8416) of Treasury has advised that it

is Treasury's opinion that such use of those funds is
legal. We have provided that the Secretary of the
Treasury must use those funds in accordance with the
*law. With Treasury's concurrence, we have limited the
use of such funds for one year. It is our understanding
that, to the extent necessary, Commerce will seek appro-
priations for the expenses incurred in performing the
functions and activities prescribed by the Order.

The use of the phrase "expenses directly incurred" is

not intended to prohibit payment for overhead or other
expenses properly allocated. It is intended to limit
expenses to those incurred by reason of the proposed

Order and to prevent the shifting of present or other
expenses of obtaining data which would have been incurred
in any event, but which could have been indirectly attrib-
uted to the performance of functions and activities speci-
fied in the proposed ExXecutive order.

Section 5 of the proposed Executive order relates to the
confidentiality of certain information. This provision
was inserted at the request of the Department of Commerce
and, after consultation with representatives of that
Department, has been modified in this office. Reference
to 18 U.S.C. 1905 has been deleted, since it gave the
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misleading impression that the President had authority
to determine the categories of information to which the
criminal sanctions of that statute would apply.

At the request of the Department of Justice the last
Section of the proposed Order has been modified to make
it clear that there is no intent to limit the anti-
trust or other law enforcement process of the Department
of Justice or any other agency.

It is the desire of interested agencies to have this
proposed Order submitted for the President's considera-
tion so that it could be signed prior to May 7, 1975.
Your urgent consideration of this proposed Order is
requested, with the hope that it may be delivered to
the White House by close of business this Friday.

This proposed Executive order has the approval of the
Director of the Office of Management and Budget.

Sincerely,

(Signed) Calvin J. Colllerx

Calvin J. Collier
General Counsel

Enclosures



EXECUTIVE ORDER

FOREIGN INVESTMENT IN THE UNITED STATES

By virtue of the authority vested in me by the
Constitution and statutes of the United States
of America, including the Act of February 14, 1903,
as amended (15 U.S.C. 1501 et seg.), and Section 10
of the Gold Reserve Act of 1934, as amended (31 U.S.C.
822a) , and as President of the United States of
America, it is hereby ordered as follows:

Section 1. (a) There is hereby established
the Committee on Foreign Investment in the United
States (hereinafter referred to as the Committee).
The Committee shall be composed of a representative,
whose status is not below.that of an Assistant
Secretary, designated by each of the following:

(1) The Secretary of State.

(2) The Secretary of the Treasury.

(3) The Secretary of Defense.

(4) The Secretary of Commerce.

(5) The Assistant to the President for Economic

Affairs.

The representative of the Secretary of the Treasury
shall be the Chairman of the Committee. The Chairman,
as he deems appropriate, may invite representatives
of other departments and agencies to participate
from time to time in activities of the Committee.

(b) The Committee shall have primary continuing
responsibility within the Executive Branch for monit-
oring the impact of foreign investment in the United

States, both direct and portfolio, and for coordinating



the implementation of United States policy on
such investment. In fulfillment of this responsi-
bility, the Committee shall:

(1) arrange for the preparation of analyses
of trends and significant developments in foreign
investments in the United States;

(2) provide guidance on arrangements with
foreign governments for advance consultations on
prospective major foreign governmental investments
in the United States:

(3) review investments in the United States
which, in the judgment of the Committee, might have
major implications for United States national
interests; and

(4) consider proposals for new legislation
or regulations relating to foreign investment as may
appear necessary.

(c) As the need arises, the Committee shall
submit recommendations and analyses to the National
Security Council and to the Economic Policy Board.

It shall also arrange for the preparation and publi-
cation of periodic reports.

Sec. 2. The Secretary of Commerce, with respect
to the collection and use of data on foreign invest-
ment in the United States, shall provide, in particu-
lar, for the performance of the following activities:

(a) The obtainment, consolidation, and analysis
of information on foreign investment in the United
States;

(b) the improvement of procedures for the
collection and dissemination of information on such

foreign investment;



(c) the close observation of foreign invest-
ment in the United States;

(d) the preparation of reports and analyses
of trends and of significant developments in appro-
priate categories of such investment;

(e) the compilation of data and preparation
of evaluations of significant investment trans-
actions, and

(f) the submission to the Committee of appro-
priate reports, analvses, data and recommendations
relating to foreign investment in the United States,
including recommendations as to how information on
foreign investment can be kept current.

Sec. 3. The Secretary of the Treasury is

authorized, without further approval of the President,

to make reasonable use of the resources of the
Exchange Stabilization Fund, in accordance with
Section 10 of the Gold Reserve Act of 1934, as
amended (31 U.S.C. 822a), to pay any of the expenses
directly incurred by the Secretary of Commerce in
the performance of the functions and activities
provided by this Order; this approval shall be in
effect for one year, or until Congress shall have
had adequate opportunity to consider appropriations
for such functions and activities, whichever is
earlier.

Sec. 4. All departments and agencies are
directed to provide, to the extent permitted by
law, such information and assistance as may be
requested by the Committee or the Secretary of Com-
merce in carrying out their functions and activities

under this Order.



Sec. 5. Information submitted or received in -
confidence solely for the purposes of this Order
shall not, except to the extent required by law, be
disclosed in any manner except as necessary to carry
out the functions and activities prescribed by
this Order.

Sec. 6. Nothing in this Order shall affect
the data-gathering, regulatory, or enforcement
authority of any existing department or agency
over foreign investment, and the review of individ-
ual investments provided by this Order shall not
in any way supersede or prejudice any other process

provided by law.

THE WHITE HOUSE

r 1975
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THE SECRETARY OF COMMERCE
Washington, D.C. 20230

APR 11 1978

Honorable Williamn M. Nichols

Acting General Counsel 3

Office of Management and '
Budget

Washington, D. C. 20503

Dear Mr. Nichols:

This is in reply to your request for the views of this Department
concerning the draft Executive Order regarding Foreign Invest-
ment in the United States.

The draft Order would establish a Committee on Foreign Investment
in the United States and an Office of Foreign Investment in the United
States.

The Committee would have primary continuing responsibility within
the Executive Branch for monitoring the impact on the U.S. economy
of foreign investment in the United States, both direct and portfolio,
and for coordinating the implementation of United States policy on
such investment.

The functions of the new Office to be established in this Department
will be two-fold:

1) Consolidate data currently obtained by other agencies
for purposes of '"'. . . producing analyses of trends
and significant developments in various categories of
investment' and ''. . . to seek to improve the gathering
and dissemination of information on. . . foreign in-
vestment.' (Sections 2{a)(1) and (2)); and

2) ". .. [Plrovide data and evaluations of significant
individual investment proposals.' (Section 2(a)(3))

We believe that the two principal functions assigned to the new office
can be substantially accomplished by this Department.

The draft Order is predicated on the premise that no new statutory
authority will be sought at this time for this purpose and that the
proposed Committee and Office will principally base their studies

on data collected (or to be collected) by various federal agencies under
existing statutory authorities.
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With respect to the first function, we understand that this would mainly
involve analyzing in aggregate form information collected by other
agencies. On this basis, such analysis would not require access to
individual data and existing statutory authority would appear adequate
to achieve this purpose.

The second function, however, contemplates access to data on individual
transactions at the '"proposal'’ stage, in advance of their consummation.
If we are contemplating an early warning system that would enable the
government to learn of a major contemplated foreign investment prior to
offer and acceptance, there is currently no federal agency collecting such
data and the SEC does not have the authority to require its submission.

SEC requires reports designed to warn of substantial changes in ownership
and control of certain publicly held corporations. Any person who acquires
ownership of a registered equity security of 5 percent or more of the amount
outstanding must report detailed information on the transaction and the pur-
chaser within 10 days to the SEC. After such acquisition, such person is
required to file further reports whenever his acquisition exceeds 2 percent
in any 12-month period. The same requirements apply to tender offers
which would result in ownership of 5 percent or more. The filing must be
made at the time the announcement is made public. Also, every person
who is owner of 10 percent or more of a registered equity security must
reéport any changes in ownership over the 10 percent level ten days after

the close of each month. Based on the foregoing, it is clear that SEC-
collected information cannot guarantee our learning of every proposed
significant investment before it is consummated.

In order to obtain as much data as possible in a timely fashion, we do not
propose to rely solely on data collected by government agencies. We
propose to use all available information sources, including our com-
mercial intelligence sources within the business community. Thus, we
plan to seek advance information on a voluntary basis, at least for

an initial period, to determine whether this informal approach is adequate
to carry out this second function. Since only major transactions

are involved, we believe that this proposed course of action is feasible.
However, it should be recognized that obtaining data in any manner
other than on a mandatory basis with penalties for failure to disclose,
does not assure full and timely coverage. Moreover, individuals

may be reluctant to provide advance information on proposed significant
investment, since we could only provide them with limited assurances

of confidential treatment. The Executive Order contemplates that data



on those proposed significant investments would be made available to
the several agencies represented on the Committee. We recommend
that the Order be amended to provide that recipient agencies should
give this data confidential treatment. This could be achieved by adding
the following sentences at the end of section 3:

"To the extent permitted by law, the Committee and the Office
shall give confidential treatment to any information submitted or
received in confidence. Such information shall be considered
confidential for the purpose of Section 1905 of Title 18 of the
United States Code and shall be used only to carry out the functions
under this Order."

This amendment would not preclude our having to honor requests by
Congress for such data. We would have to be candid with those indi-
viduals requested to submit data and inform them that the exemptions for
nondisclosure of data under the Freedom of Information Act are not appli-
cable to the Congress and that this information would have to be pro=-
vided to Congressional Committees when requested by the Committee
Chairman for Committee purposes.

If the voluntary approach to obtaining information required to properly
study and evaluate significant investment proposals should prove to

be inadequate as a means of obtaining the necessary data, then con-
sideration would have to be given either to using the provisions of

the Trading with the Enemy Act or to requesting enactment of specific
legislation. This would assure reporting of the data, but would not
necessarily protect the business community from disclosure of individual
transactions, unless safeguards were specifically provided for in new
legislation. The Trading with the Enemy Act does not contain such
safeguards.

Turning to the drafting of the proposed Order, we are concerned that the
Department might be criticized for failure to carry out the mandate in
section 2(a)(3) if our voluntary approach should prove inadequate to
produce the necessary data. As presently drafted, section 2(a)(3)
contemplates that the Office of Foreign Investment in the United States
shall:

"at the direction of the Committee provide data and
evaluations of significant individual investment pro-
posals."
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4.

It is possible, although we trust this will not be the case, that we

- will not be able to be fully responsive to the Committee's requests

because of lack of sufficient data. We are aware that section 3

of the Order states thatinformationtobe provided by the agencies is

to be provided only ''to the extent permitted by law.'' However,

the probiem would not be a legal prohibition, but rather a lack

of availability. Accordingly, we believe it desirable to also have

a caveat in the mandate imposed on the Department in section 2(a).

We believe this can be accomplished by adding the words ''to the extent
feasible' immediately after the words ''the Office shall' in the intrcductory
paragraph of section 2(a).

We support issuance of the proposed Executive Order with the two
amendments discussed above.

We are in the process of developing our estimates and justifications
concerning administrative and personnel requirements for the new
responsibilities assigned to this Department by the proposed Order.
These will be transmitted as soon as completed.

Sincerely,
Karl €. Bakhe e

Secretary of Commerce



DEPARTMENT OF STATE

Washington, D.C. 20520

APR 2% 1975

Honorable James T. Lynn

Director, Office of
Management and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

The Secretary has asked that I reply to your letter of
April 8 requesting the comments of the Department of State
concerning a proposed Executive Order entitled "Foreign
Investment in the United States."

The Department of State supports the proposed Executive
Order with several wording changes:

(1) The words "on the U.S. economy" in lines 2-3 of
Section 1l(b) should be deleted, so as to avoid
any suggestion that the non-economic effects (e.g.,
national security) of foreign investment are not
to be considered by the Committee on Foreign Invest-
ment in the United States.

(2) The word "individual" in Sections 1(b) (3) and 4
(line 3) should be deleted so as to deemphasize the
implication that the Committee is to act as a screen-
ing authority for inward investments. In Section 4,
the word "any" should be inserted in its place, and
the letter "s" should be dropped from the word
"investments" immediately following it.

(3) ©Section 2(a) (3) should be revised to read "at the
direction of the Committee shall assist the Committee
in the performance of its functionsby providing data
and evaluations of significant investment transactions."
This new language, similar to that contained in Sec-
tion 2(a) (2) , emphasizes the role of the office in
support of the Committee.

(4) In Section 1(b)(3), line 2 should be revised to read
"have major implications for U.S. national interests,"
since this wording is somewhat broader, and in this
context more appropriate than "major significance".



e

In addition, in order to avoid the possibility that the
work of the Committee would be delayed due to the temporary
unavailability of one or more of its members, we recommend
that Section l(a) be amended to allow the representative

of each Department member of the Committee to designate an
alternate to substitute for him in the activities of the
Committee.

Sincerely,

C‘/sz

Robert : McCloske
Assistant Secretary
for Congressional Relations



April 9, 1975

MEMORANDUM FOR THE RECORD

Subject:: Proposed Executive order entitled "Foreign
Investment in the United States"

Mr. Dick Smith (Office of Investment Affairs), Dchv'\'mtn"' cg S-H,,‘
(101-21128) recommended the following change:

Sec. 1(b) Delete "on the U.S. economy".

That office recommends language allowing alternate
members for particular meeting.

S (A Ao

Ronald A. Kienlen
Assistant General Counsel
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April 11, 1975

MEMORANDUM FOR THE RECORD

Subject: Proposed Executive order entitled "Foreign
Investment in the United States"

Mr. Leon Ulman (187-2051) Justice, advised that the
Antitrust Division strongly recommended rewording
Section 4 to read:

"Nothing in this Order shall affect the data-
gathering, regulatory, or enforcement authority
of any existing department or agency over
foreign investment, and the review of individ-
ual investments provided by this Order shall
not in any way supersede or prejudice any other
process provided by law."

(_\/ P S o b /’)‘

Y CAco BB
Ronald A. Kienlen
Assistant General Counsel



April 24, 1975

MEMORANDUM FOR THE RECORD

Subject: Proposed Executive order entitled "Foreign
Investment in the United States"

Ms. Mary Ellen Brown (Federal Reserve System, 452-3608)

"advised that that agency had no objection to the issuance

of this proposed Executive order.

D Sk e 3

J’ -,;,.M,._,/C(—/v (:/ - ’}4_'4_.,‘, {’:—v\,

/ Ronald A. Kienlen
Assistant General Counsel
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April 10, 1975

MEMORANDUM FOR THE RECORD

Subject: Proposed Executive Order entitled "Foreign
Investment in the United States"

Mr. Charles Luedde (SEC, General Counsel) (755-1229)
requested extension until April 14, 1975, approx-

imately 10 AM, for their comments on the subject Order.
Probably no objection.

/- g ’ . PPN 7-? ',) -

\\,/ c—:-‘/a_(" (_"’ (, *//' ( /dt—wé_-——rx
Ronald A. Kienlen
Assistant General Counsel

April 14, 1975

Mr. Charles Luedde (SEC, General Counsel, 755-1229)

advised the following change was recommended by that
agency:

2(b) Recommend use of the Fund to reimburse other
agencies which supply assistance.

g /”°\ ) )
s / / 7 A 2
\ P a—k;ﬁ \_// / 'j"e ('/
Ronald A. Kienlen
Assistant General Counsel



COUNCIL ON INTERNATIONAL ECONOMIC POLICY
WASHINGTON, D.C. 20500

April 11, 1975

MEMORANDUM FOR

FROM:

SUBJECT:

William M. Nichols

Acting General Counsel

Office of Management and Budget
David A. Hartquist

General Counsel

CIEP Comments on Proposed Executive

Order Entitled "Foreign Investment
in the United States"

CIEP has the following comments on the proposed Executive
Order on foreign investment in the U.S.:

(1)

(2)

We suggest that the NSC and CIEP be added as
permanent members of the Committee on Foreign
Investment in the United States. For over a
yvear and a half CIEP coordinated the develop-
ment of Administration policy with respect to
foreign investment in the U.S. and the ex-
perience gained during this time should be

a valuable addition to the permanent committee.
If CIEP is not a permanent committee member,

we would not approve the Executive Order.

The Executive Order as now drafted designates
the representative of the Department of
Treasury as the Chairman of the Committee.

We feel it would be preferable to have the
Executive Order read as follows:

"The President shall designate the
Chairman of the Committee."

This would avoid freezing the Chairmanship in
Treasury should a decision be made at a later
date to change the head of the Committee.

M e
W



(3)

(4)

(5)

(6)

(7)

(8)

Change the word "shall" to the word "may" in
the fifth line of Section 1(b). The word
"shall" implies that the Committee must

review all individual investments in the U.S.
which might be of significance to our national
interests. CIEP believes that this authority
should be discretionary rather than mandatory
and therefore suggests the above change.

We suggest that Section 1l(b) (2) be revised to
read as follows:

"Provide guidance on the nature of the
arrangements to be established with foreign
governments...." (change underscored)

We suggest the addition of a new item 3 in
Section 1(b) to read as follows:

"Consider, as necessary, individual invest-
ment proposals arising out of consultation
processes."

Renumber items 3 and 4 in Section 1(b) and
change present Section 3 to read as follows:

"Review other individual investments...."
(change underscored)

The Committee should have the power to request
reports but should not have the obligation to
prepare them itself. Therefore, the last
sentence of Section 1l(c) should be changed to
read as follows:

"It may request the office to prepare
periodic reports which it may publish."

Section 2(a) (1) should be split into two
sections reading as follows:

(1) Obtain, consolidate and analyze in-
formation on foreign investment in
the U.8:;

(2) Seek to improve the gathering and dis-
semination of information on such
foreign investment and, in particular,
make recommendations to the Committee
on means whereby information on foreign




investment can be kept current".
(change underscored).

(9) Renumber present item<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>