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E,O, 129&5: N, A, 

TA~S: ETRD; BEXP 

SUBJECT: FOREIGN CORRUPT PRACTICES ACT (FCPA) -- S,708, 
-CHAFEE AMENDMEtlT 

1, ON MAY 20, USTR, COMNERCE, STATE, AND JUSTICE TESTIFIED 
ON THE CHAFEE AMENDMENT IS,7118)'.T0 SIMPLIFY FCPA, BEFORE A 
JOlllT HEAR I NG OF THE SUBCOMMITTEE OU I NTERNATI ONAL f IIJAIlCE 
IHEINZ! AND THE SUBCOMHIHEE ON SECURITIES IO'AMATOI OF 

THE SE'NATE COMNITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS 
AOMINISTRATION IIITNESSES, LED BY BROCK OF USTR AND INCLUD
ING JOHNSTON OF STATE IEB) , PROVIDED STRONG SUPPORT FOR THE 
Bill, ALTHOUGH SUGGESTING SOME CHANGES, QUESTIONING BY 
HEIN2, D'AMATO, AND CHAFEE, PREDICTABLY, WAS FRIENDLY, 
WHilE PROXMIRE, AUTHOR OF 1977 LAII, RAISED STRONG OBJECTIONS, 

2, IN ESSENCE, CHAFEE Bill SEEKS TO REMOVE AMBIGUITIES OF 
FCPA BY, IIllER ALIA: (A) CLARIFYING RElATIONSHIPS BETIIEEN 
U,S, PRINCIPAL AND AGENT -- CONCEPT OF "REASON TO KNOll" 
WOULD BE REPL ACED BY REQU I REMENT THAT U, S, PR I NC I PAL 0 I RECT 
OR AUTHORIZE PROHIBITED ACT BEfORE U,S, PRINCIPAL IIOUiD 
BE CULPABLE fOR ACTS OF AGENTS, (S) LIBERALIZING 
EXPEDITING OR FAClllTATltlG ("GREASE") PAYMENTS TO TAKE INTO 
ACCOUNT LOCAL CUSTOM IC) PERMITTING PAYMENTS .IF LAIIFUL 
I N COUNTRY WHERE MADE (D) S II1Pll FYrNG ACCOUNTI NG PROV I S IONS 

BY USE OF "MATER I All TY" STANDARD AND lE) CENTRAL I ZING 
ANTIBRIBERY ENFORCEMENT IN THE JUSTICE DEPARTMENT, RENOV-
ING SEC FROM THAT AREA, MOREOVER, S,7DS EXHORTS ADMINI-
STRATION TO CONTINUE EFFORTS TO REACH INTERNATIONAL AGREE
MENT ON ILLICIT PAYMENTS, 

3, AMONG CHANGES SUGGESTED BY ADMINISTRATIO~1 WAS THAT 
ACCOUNTING PROviSIONS OF CHAFEE BE DROPPED WITH SUBSTITU· 
TION OF SIMPLE, GENERAL PROVISION FOR CRIMINAllZATION OF 
FRAUDULENT RECORD KEEPING DESIGNED TO CONCEAL ILLICIT PAY

I1ENTS, 

4, ADMINISTRATION IIITNESSES, INCLUDING DEPARTI1ENT, MADE 
CLEAR THEIR VIEW THAT INTENT OF S,708 IS NOT REPEAT, NOT 
TO GUT FCPA -- BRIBERY OF FOREIGt4 OFFICIALS IIOUlD STill 
BE CRIMINAL OFFENSE -- BUT TO LESSEII UNDESIRABLE COIlSE
OUElIcrs OF ACT, Itl DEPARTMEIlT'S VIEW, EXiSTING lAIi CAN 

S, IN VIEW OF SH1Alm>. HEINZ' REQUEST FOR SUCH INFORMATICN 
AND RELEVANCE OF RE01~ESTED I NFORNAT I or~ TO LATER HEAR I NGS, 
liE 'tiOUlD, APPRECJATE SEST AVAILABLE INFORMATION fROM POSTS 
BY JUNE 2 ON FOLlO\.liltii POINTS: 
IA) DETERRENT EffEti 0;- FCPA, IF ANY, ON BUSINESS .- CAN 

YOU CITE COIICRETE EXiu'lPlES I/HEnE FCPA DISCOURAGED U,S, 
FIR~S FROM BIDOIlIG n1S CONTRACTS OR WHERE U,S, FIRMS lOST 
OUT TO FOREIGII flRItS BECAUSE OF AMBIGUITIES OF PRESEllT 
ACT? I\IE DO NOT HA~ IN MIND urmESTRICTfD BRIBERY COMPE-
TITION; R.~THER -liHmiEIR U, S._ FIRM MIGHT HAVE DONE BETTER 
WITH rCPA MODIFIED iP!.OtlG CHAFEE liNES) 
IB) EMBARRASSMENT ~n FOREIGN OFFICIALS -- CAN YOU CITE 

EXAMPLES WHERE THE OORATERR I TOR I AL REACH OF THE ACT HAS 
OR HAY HAVE CREATED ~RRITATIONS IN BILATERAL RELATIONS? 
IC) ANY OTHER COMME!!fiS, 

6, EXAMPLES SHOULD EE UNCLASSIFED BUT PLEASE PROVIDE 
CLASSIF lED PARAGRAPHS, IF NECESSARY, TO PiACE IN CONTEXT 
OR ADD fURTHER DE1A'liLS, 

7, PLEASE CITE SOUBt[ NUMBERS OF PREVIOUSLY REPORTED 
MATERIAL, HAIG 

NOTE BY OCIT: POUCH£!lI KABUL AND BE I RUT, 
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