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1. LOCAL CURRENCY OBJECrIVES 

The Objectives for the use of local currencies and the reasons for their gen
eration are set out in the Mutual Security Act, thll Foreign Assistance Act and 
the Agricultural Trade Development and 'Assistance Act. The objectives for the 
control of USAlD/VN Foreign Currency Programs are set out in Section 112 (b) of 
the Budget and Accounting Procedures Act of 1950 (Public Law 81-784). The des
cription of the approved system of control for foreign currency assets, in com
pliance with the U.S. Treasury and the Office of Management and Budget instruc
tions, is documented in the AID Accounting Manual, Bart III, AID Foreign Cur
rency Programs. 

The authorizing legislation above restricts the use of piasters to specific 
purposes. The accounting procedures and controls are established for each pro
gram entity in order that those restrictions are affected. Additionally, in
ternational and intergovernmental agreements must be followed in the handling 
of these resources. Separate records and reports are produ.ced for each requir
ed subdivieion of accounts or funds. The primary sources for piaster funds in 
Vietnam are the Commercial Import Program, the Public Law 480, ntle I sales 
program, and purchases with USG Department of Defense (DOD) dollars. 

2. EtJRFOSE OF THE LOCAL CURRENCY MANUAL 

This instruction implements Manual Order 740.1, AID Accounting Manual, Part 
III, AID Foreign Currency Programs, which became effective July 1, 1969. This 
document is intended to be used as a working reference in carrying out USAID/VN ' 
responsibilities for administering AID programs financed by US-owned and the 
Government of Vietnam (GVN)-owned piasters generated in accordance with the 
authority provided by the Foreign As.sistance Act, predecessor agency legisla
tion, and the Agricultural Trade Development and Assistance Act. The proce
dures established by this instruction follow the systems prescribed in Manual 
Order 740.1 as approved by the Comptroller General of the United States (Comp
troller General Letter No. B-15838l, dated January 16, 1969). 

3. TYPES OF COUNTRY USE CURRENCIES BY SOURCE 

A. Counterpart Funds 

The term "counterpart" identifies the piastllrs which are. deposited to a 
USG controlled account in the name of the GVN pursuant to legis],ativere
quirements and provisions of bilateral agreements. These funds are owned 

'by the GVN and the USAID approves the application of these currencies., 
The funds may include Type A currencies generated by Supporting Assistance 
to Vietnam on a grant basis under Section 609(a).of Part One of the For
eign ASsistance Act of 1961, as amended, or currenci.es generated by Tech
nical Cooperation and Development Grants or other currencies available un
der the Economic Cooperation Agreement of September 7, 1951, as. amended. 
These funds are available, for the benefit of Vietnam including th,e use of 
funds in trust for sharing of the costs of authorized activities Il!ld func
tibnsas arranged between USAID and the GVN in accordance with Section 
625(b) of the Foreign AsSistance Act. ' ' 
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B. Public Law 480. Title I Proceeds 

These funds are generated under the Agricultural Trade Development and 
Assistance Act of 1954, as amended (Public Law (PL) 480, Title I, Sec
tion 104(6» for grantsforco{lUllOn defense deposited in Treasury Account 
No. 72Fl.'745. These funds are available without do1~ar reimburselllent by 
sale of agricultural commOdities and are grants of the piaster proceeds 
to the OVN for cOmlnon defense purposes. 

4. TRUST FUND PROCEDURES 

The counterpart funds taken in trust to share costs related to the conduct 
of technical assistance and accounted for in U.S. Treasury Account No. 72FT 
800 (under the Trust Fund Agreement of 1958) will not be fully described in 
thiS instruc,tion. A separate instruction establishing operating procedures 
for those funds will be forthcoming at a later date. 

5. REGULATIONS MID, roLICIES APPLIED 

The factors considered by the USAID in establishing and, installing this pia
ster accounting system include: (a) the relative' preponderance of activity 
from two fund sources, (b) the ease of conversion from existing procedures 
and methods to the prescribed techniques, -(c) the needs of theUSAlD' s man
agement for improved techniques and processes for reviewing, evaluating, and 

'measuring program 'astivity and, performance, and (d) the other techni\Oal and 
operational purposes to be served ,by the installation of the systemtpward 
achieving greater efficiency and'effectiveness in the conduct of foreign 

, assistance~ " , 

The system contained here represents the USAID's, participation ~n t,he Gov
erQment-Wide Financial-Management Improvement Program jointly sponsored by 
the central agencies (the Department of the Treasury, the Office of Manage-

'ment' and Budget, and the General Accounting Office) and is responsive to, the 
Presidential mandate for executive agencies to develo'p integrated Planning
Programming-Budget systems (See AID Program Guidance MaQual, Chapter 1000, 
and Office of Management and Budget Circulars A-lf'an'd A-34). In' add'ition 
to commercial-type double entry accounting, the manual,gJves effect t,o accru
ed expenditures based on delivery of goods and services as reqU:ired by the 
Office of Management and Budget Bulletin No. (i8-1Q"April 26, '1968; develop
mentof project cOlltS forfo~eigncut:r~nc'y-fun~ed'il'J:'ogram activity, includ
ing trust funds, in accordance with,thilbasicconcept applicable t;0 d,ollar
funded projects; and summsriz,ation, of financial conditions and results of 
operation in business-type financial st~tementl!. 

Executive orders aSSigning program res!,onsib,ility to AID and rebted dele
gatiOns of authority are ,contain,ed in Append,ixI pf ,Manual Order 740.1,. The 
,detailed responsib:f.lities for AID foreign currency programs is pr,escribed in 
AID Manu!ll, Chapter 1500. AID o,fficials having resPQnsibility for program 
approval are set forth in A,ID Manual chapter 1000. The programming and mon
teoring resp~Sibilities for "local, currenc, :L,e, sus, ed £,or ,m, ilitary purp,o"ses are 
set oilt in alVietnll.lIdl.S. Agency Agraemen-t--da,ted,Januar,y 2_4, 19j1 The eus-

, ~-
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tody and management of these piaster funds are in part subject to Section 1415 
of the Supplemental Appropriation Act of 1953 (PUblic Law 547) ; Section 1311 of 
the Supplemental Appropriation Act of 1955 (PUblic Law 83-663),as amended by 
PUblic Law 86-79; and the Anti-Deficiency Act, Section 3679, Revised Statutes, 
as amended (31 United States Code 665). The programs ara also in part subject 
to Treasury regulations (Treasury Circulars 930, 965 and 966) governing for~ 
eign exchange operations, accounting and reporting. 

Responsibilities for administering the fiscal and Hnancia1 aspects of AID" 
programs fin anced with pias ters are set forth in the AID Manual Orders 205.2,' 
205.2.1 and 222.1 and USAID/Vietnam, Policy and Procedures Order ,No. 22.2.' 

6. BACKGROUND INFORMATION 

On September 7, 1951, the United States Government (USG) entered intO a,n Econ
omic Cooperation Agreement with the Government of Vietnam (GVN). The obj'e,ctive 
of that agreement was to set forth the understanding which governs the furnish
ing of requested economic ,and technical assistance by the USG. 'Thisassi'stance 
is given, recognizing that individual liberty, free institU't1ons ,"and "indepen'
dence depend largely upon sound economic conditions 'and stable international 
economic relationships. This agreement was last amended June 7, 1962, and re
mains in effect. 

Section One of the annex to the agreement provides provisions fOr grant assis
tance. The section establishes a Special Account in the National Ba,nk of Viet
nam (NBVN) for the deposit of piasters accruing to the GVN from sales of commod
ities or services supplied under such grants. The amount of the piasters to be 
deposited is to be at the rate spedfied by the nSG per letter dated June 8, 
1962 (amount collected other than customs duties), but is not to exceed the com
mensurate value of aid granted. The commensurate value shall be the rate agreed 
to by the International Monetary Fund or the highest'rate lawfully quoted for 
imports into Vietnam. The GVN may be reqUired to make advance deposits, how
ever, the USG will give due rega.rd to the abilityoftheG\1N toinake deposits at 
the rate it specifies. ", , ' 

7. INTRODUCrION TO THE COMMERCIAL IMpORT PROGRAM (CIP) 

Piasters generated from the CIP, called Counterpart Funds ,are ilsed:for the 
American Aid and Defense Chapters of the National Bud~e't,'of Vie tnam, the US AID 
Trust Fund requirements, and ot,her projects outside the budget as approved by 
the GVN and the USG. These funds are generated as a result of the ,Economic Co
operation Agreement. Acting as agent under this agreement, trSAID issues Program 
Assistance Grant Agreements obligating ,the SupportfilgAssistance appropriated 
funds. The Program Assistance Grant Agreement is implemented by USArD through 
Implementation Letters. These letters outlirtethebasib procedures for utiliz
ing the funds of the Program Assistance (;,rant Agreements~ The letters also trans
mit the lists of eligible commodities (Positiye List). Rules and procedures gov
erning transactions to be financed under the agreeme'lt :sre se't forth in the COnt -
modity Procurement lnstructions and Financing Request~ (later incorporated into 
Letters of Commitment). Requests for AID/W issUance of Letters of Commitment or 
other disbursing authority under the agreement are made eo the tJSAID on AID Fi
nancing Request forms. 
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The USAID offices develop the Positive List and Commodity Procurement Instruc
tions. The Directorate of Commercial Aid, Ministry of Economy, submits Financ
ingRequests for AlP financing of those imports. III certain instances, prior 
to. making the application. for AID financing, the importer must have advertised 
his proposed procurement in the "AID-Financed Export Opportunities" of the Of
fice of Small Business in Washington. A modified "Columbia Plan" (a comprehen
sive listing of local importers together with the commodities in which they are 
interested) has been instituted for all except formal procurement. The piasters 
generated from thes.e agreements are GVN-owned, but USAID-control1ed piasters. 
The funds are referred .to as Type A currencies and are generated by AID/W dollar 
disbursements to commercial supplierS from authorized Sources in accordance with 
authority under Part I, Section 609*a) of the Foreign Assistance Act of 1961. 
The basic rules and regulations for commodity transactions financed by AID are 
reported in the Federal Register (Regulation I), however, the terms of each 
grant agreement prevat1 in the case of differences. The Program Assistance 
Grant Agreements provide for AID to pay the dollar costs for specific commodi
ties or commodity-related set;'vices. The GVN collects the piasters from the li
censed Vietnamese importers' banks at the prevailing exchange rate for the com
modi ties, and the. proceeds are depoSited in the NBVN under the. control of USAID's 
Office of the Associate Director for Financial Management (ADFM). 

A. Objectives of the Program 

The primary objective of the CIP is to assure that adequate supplies of 
basic elP financed commodities are maintained in the Vietnamese market. 
The elP helps to curb inflationary price increases and reduces the possi-

.. bilityof shortages and p.,il:e speculation. The piasters generated under 
. the eIP are used to s'upport the Vietnamese civilian and military budgets 

and other costs involved with joint efforts.as jOintly agreed. 

B. Commercial Import Program Piaster Generations 

To the maxinrum extElnt .PPssib1e, the program operates through nOt;'mal com
mercial channels.' AID and the GVN have established 'a system of monitor
ing to insure that the funds made available for financing imports are used 
properly, efficiently and effe~tively. 

(1) Pr.ogram Flow- Stat;'ting with the report series of the Commodity Analy
sis of the Office of ,Associate Director for Commercial and Capital 
Assistance, Commercial Import Program (ADCCA/CIP), and USing data ob
taine\lfrom other offices in USAID/VN,' the Program Operations' Branch, 
APCOA/CIP, c9DIpiles data to support the planned use ,of the. Supporting 
Assistao,l:e Program l'unds. Upon completion of the planning documents, 

'the Program Operations Branch writes the Program Assistance Grant Agree
\lIent •. After the I'greement is initia.ted by ADCCA, it is routed to the 
other USAID offices, i.e., ADFM, .the Office of the Associate Director 
of Economic Planning and Policy (ADEPP), and the USAID Legal Advisor 
for, c1earan.ce. ,It is 'then routed to the USAID Director for signature 
and is forwardei:( to the .Minister of Economy for revi ew and signa.ture. 
If the value of the agreement is less than ,$500,000, ADCcA is author
ized to sign for the Director; otherwise, the draft is sent to the 
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Director for signature. The signature of the Minister of Economy 
constitutes obligation of the CIP funds. The ADCCA/CIP establishes 
the required indexes on the obligation document. The Director for 
Commercial Aid issues Financing Requests through USAID to AID/W. 
The Financing Requests indicate the name of the U.S. banks designated 
by the NBVN to receive the AID Letters of Commitment (sometimes a 
direct reimbursement) from AID/W. The Financing Requests also speci
fy the commodities to be purchased and the total funding available. 

(2) Office of Small Business Application Flow - In the past, the local 
Vietnamese importer, intending to import through ::the CIp, submitted 
an application for publication of his requirements to be advertised 
by the Office of Small Business. The application was sent to the 
Program Operations Branch where it was logged in and routed for re
view. If the application was eligible as to importer, commodity and 
prospective source, and if all other criteria were met, it was rou
ted to the Commodity Analyst. If specifications and other matters 
were acceptable, it was recorded by the Program OperatiCilns Branch and 
returned to the importer to be sent to AID/W for publication by the 
Office of Small Business. The respective suppliers, responding to 
the advertisement, sent copies of their bids to the importer and 
ADCCA/CIp offices. This was required for price and bid selection 
evaluation by ADCCA/CIp in the license approval process. The impor
ter had to wait 45 days after publication of its requirement before 
it submitted an import license application for approval. 

(3) License Application Flow - The license applications are completed by 
the importer and submitted to its bank. Each license application 
must be accompanied by firm bids, normally at least three, and with 
an abstract of the bids showing prices and citing the ,importer' S'I 

selection of supplier. The importer submits its application to itS 
bank. That bank evaluates the importer's credi,t ,stcandingif,n antici
pation of opening a letter of credit and undertakes to guarantee pay
ment for the transaction. The importer's bank forwards the applicac 
tion to the NBVN. The NBVN assigns an application number, "logs in" 
the application, and forwards it to the Directorate of COmmercial Aid. 
The Director of Conunercial Aid reviews the prices, eligibility of im
porter, supplier, and supplier's representative and reviews past re
cords in the importer's file. He also reviews the eligibility of the 
AID commodity codes, designates on the application the financing docu
ment to be used for the transaction, and .",pecifies the te~nal dates .... 11 c 
for opening a valid letter of credit. N;ter the Direc·tor ..t ipproval, 'lib 
the application is submitted to the ADCCA/C~p fCj)l1review. If certi-
fied eligible by the ADCCA/CIp, it· is fOJ;wardeq,. to. the ,NBVN. D:i.s". 
approved applications are returned to I=he Dhectorc£ CoomercialAid. 
The Program Operations Branch codes documents from the application 
for computer tabulations. at)d filell>.a".copy. Thel :NBVNissue" .' the ap
proved license, tabulates. 1tll.,cPPY fpr CCill\lPuter entllOYi IIl)d forwards it 
to the importer's bank with a copy' to ADCC4./CJ;l'..'The :\.mportell'sbank 
then advises the importero£ lic!i!nse apprOval •. Th!i! impCilrter applies 
to its local bank for issuance of a letter of credit in favor of the 
supplier. 
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c. U.S. Issue of Letters of Commitment 

Letters of Commitment are issued by AID/W to the NBVN-Clesignated U.S. 
banks,called the Letter of Commitment Banks which, in turn, advise, con
firm,or issue letters of credit to the supplier or such either procedure 
as is specified in the AID/W instructions for payment to the supplier. 
Letters of Commitment obligate AID/W to reimburse the Letter of Commitment 
Banks for the payments made to the supplier and specify documentation re
quired in support of such payments. Normally when the supplier effects 
shipment, he receives an on-board Bill of Lading which it presents with 
other documents to the Letter of Commitment Bank for payment. 

8. INTRODUCTION TO THE PUBLIC LAW 480, TITLE I SALES PROGRAM 

All piasters generated from Public Law (PL) 480, Title I sales are either used 
to support the Defense Chapter of the National Budget of Vietnam or used to 
support the Mission operations financed through the U.S. Embassy. The ~mount 
to be provided for the Defense Chapter called Milita:..y Budget Support (fClS) is 
established each year by joint agreement. T 
These funds are generated through the import of several agricultural commodi
ties from the,United States including: tobacco, cotton, wheat, rice, milk, corn 
.attd vegetab le oils;' ~. • 

A. PL 480 Background Inforniation 

In 1954, agricultural surpluses were a recognized U.S. problem. This pro
blem was compounded by the shortage of international purchasing power in 
foreign nations needing U.S. farm commodities. This lack of dollars was a 
problem for the less ,developed cOlintries which were not earning many dollars. 
Even though they needed U.S, agricultural products they could not import much 
from the United States. A partial solution to this problem came with the 
passage of Senate Bill 2475, which on July 10, 1954,' became Public Law 480, 
UnderPL480 a feire'i:gn nation could purchase U.S. farm products with its own 
nonconvertib1e currencies. 

In 1962, provisions were added for USG and foreign private trade enterprise 
to enter into dollar credit (DC) sales, agre'ements. In 1966, the provision 
fol:' DCsa1es was transferred to Title I' and a new method called "convertible 
local currency cradit" (CLCC) sales was added to this title. 

Amendments to PL 480 in 19'66 d'eleted reference to the U.S. surpluses and it 
became the USG policy to use'its abundant agricultural productivity to com
bat hungel:' and ma1nutrit101l: ,It alSo' became a part of the USG policy to use 
its agricultura,l capacity' to 'assis,tcountries that were determined to im
prove their own agricultural production. 

As corte ern over the U.S. balance' of payments grew, the sales terms stiffen
ed. Since 1961 there has been a subsection which regulates the exchange 
rate used in PL 480 agreements'. The language irt this subsection was re
vised several times in art attempt to guarantee that the USG will receive a 
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realistic rate of exchange in countries with multiple exchange rates. 
Also, an amendment to the act in 1966 required that the President take 
steps to assure a progressive transition from sales for foreign curren
cies to DC or CLCC sales. The transition was to be completed by the 
end ,Of 1971. ' 

B. Brief Description of the Present Act 

There are four titles to the present act and in general the titles cover 
the following aspects: 

Title I 
Title II 
Title III 
Title IV 

Concessional Sales 
Donations and Disaster Relief 
Barter 
General Provisions and Requirements 

Title I is by far the most important in terms ,Of commodities financed 
under PI. 480. Just over 70 per cent of all PL 480 commodities shipped 
have been under this title. Theseincluae; (1) local currency (LC) 
sales, (2) long-term DC sales to foreign governmentljand private trade 
entities, and (3) CLCC sales. 

EXpORTS WORLDWIDE UNDER 1'1 '480 BY T1PE OF AGRE~MENTS, 
VALUE AND PERCENTAGE OF TOTAL, FISCAL YEARS '1955-69 

Long-Term Government-td-
Dollar and Government; , D,Onations' 
Convertible Donation$" for ' Thrauj;!h 

Sales For Local Cur- Dislls'C'er R~lief Voluflt'lry 
Local rency Credit and Ebbilomic, ",-. j.tel'f:ef 

Fiscal Year ,Total Currency sales Deve lopmen't" 'AsienC1.es , n, ,Bartel;' 

Million Dallars ',~,: il ' 

, " i-,'I 

1955 385 73 0 52 ' 135 125 
1956 984 439 0 63 184 ' , 298 
1957 1,525 908 0 51 165 401 
1958 982 658 0 51 173 100 
1959 1,017 124 0 30 131 132 

1960 1,116 824 0 38 10.5, 149 
1961 1,317 951 0' 7S 147 144 
1962 1,496 1.,030 19 8'8 161 ,'I;' 198 
1963 1,452 1,088 58 89 170 47 
1964 1,415 1,056 46' 81 189 43 
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1965 1,572 1,142 158 57 183 32 
1966 .1,346 866 181 87 180 32 
1967 1,270 803 178 110 157 22 
1968 1,287 723 306 100 152 6 
1969 1,014 337 ---l!1l -ID ~ __ 1 

Totals 18,178 11,622 1,357 1,083 2,386 1,730 

Percentages 100 63.9 7.5 6.0 13.1 9.5 

C. Mechanics of Negotiating an Agreement 

A Title I, PL 480 government-to-government agreement is usually initi
ated by a request from a foreign government. (Private trade credit sales 
agreements are usually negotiated in Washington, D.C. with the private 
entity.) The forei!!n government's request, with U.S. Embassy recommenda
tions, is forwarded.to Washington and all appropriate United States ag
encies are notified. In response to the request USDA has the responsibi
lity of developing PL 480' proposals for interagency consideration. Posi
tion meetings within USDA are organized .and conducted by a program coor
dinator in the Foreign Marketing Service. The proposal developed by USDA 
is presented to the Interagency Staff Committee on PL 480 (ISC), which 
USDA chairs, Other members of. the ISC are State-AID, Treasury, Commerce, 
Defense andOff.ice of M~nagement and Budget. 

USDA is responsible for financing sales of agricultural commodities to 
foreign markets and is concernedw.ith the effects of PL 480 shipments on 
commercial.markets. AlDis. concerned with the foreign country's politi
cal, economic, anlisocial develop",ent. S1!.ate is eeneerl'u d with efte fet"
etg!t. country's polific!fl", ecouoldlq, 'a£l(l s~clal deoaloputettti, State is COn

cerned with .economic and. political foreign poncy~mplications of PL 480. 
State .consults with countries that have an estabHsl'ied trade interest in 

·the commodities included in the proposed agreements to assure them that 
such programs will not undu1,ly inte.r.fere with normal commercial trade. 
All agencies (but especially the 'Office of Management and Budget and the 
Treasury Department) are concerned with the financial ramifications of 
the programs. 

The ISC considers such factors as: (1) legislative requirements and ob
jectives, (2) future .USG needs for local currency in the recipient coun
try, (3) import requirements of that country in relation to domestic pro
duction, (4) usual marketing of the United States and effects on tradi
tional suppliers, (5) the possibilities for barter or other USG trade pro
grams, and (6) the eUect of the program upon the USG balance of payments 
and budget. The recipient country's internal and external financial po
sition:Ls analyzed to determine whether the country should purchase on a 
commercial or concessionalsales basis and, if concessional, whether the 
sale'should be for local currencies, long-term dollar credit, or converti
ble local currency credit. If an agreement includes a DC or CLCC sale, 
it is submitted to the National Advisory Council on International Monetary 
and Financ.ial Policies. 
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Following clearance, negotiating instructions are prepared. These a.re 
cleared with all interested USG agencies, and transmitted by State to 
the U.S. Embassy, Vietnam. The Ambassador or his designees, such as. the 
AID officials, meet with officials of the host government and negotiate 
the terms of the sales agreement. The USG officials contact Washington 
for clarification and supplementary instructions when n!!ces.sary. Any 
changes in an agreement which develop during negotiations must be author
ized by Washington. When agreement between the USG and the fOreign coun
try has been reached, the U.S. Embassy gives 72 workday hours advance no
tice to Washington before the agreement is Signed. As soon as notice is 
received by USDA, Congress is notified and a public notice is released 
when the agreement is Signed. 

D. Convertible Local Currency Credit Sales (CLCC) 

The law specifies that CLCC sales be made on credit terms no less favor
able to the USG than those for development loans made under the Foreign 
Assistance Act of 1961, as amended. Currently, loans made under this 
act are for a minimum credit period of forty years, with a grace period 
not to exceed ten years. As with DC sales a minimum interest rate of 
two per cent applies during the grace period, and a rate of three per 
cent applies during the remainder of the credit period. Interest char
ges start from the date on which delivery is made. 

In government-to-government DC or CLCC agreements, the foreign govern
ment acquires local currency through the resale of the commodity Within 
the country. The law requires that each agreement include that these 
currencies may be used for the pur.poses that are mutually agreed upon by 
the two governments. 

E. Currency Use Payments 

As the shift from LC sales to DC sales progressed in .1967 and 1968, the 
USG no longer acquired enough localcurrenc.ies in some countries to meet 
its needs. Under DC agreements, the USG does not acquire local curren
c,ies. Under CLCC agreements, the repayment in local currencies is. op
t~onal, but during the grace period, the ,USG normally received only in
terest payments. Thus, if local currencies were needed by the USG, but 
were not available from PL 480 or other local curren.oy accounts, they had 
to be Pllrchased with dollars. This adver.sely affected the USG balance of 
payments. In the 1968 amendments to PL 480, Congress added the proviso 
that, except where the President determined ·that it would be inconsistent 
with the objectives of the act, he shallcl'etermine the amount oj; local 
currencies needed for uses specified in subsections (a), (b), (c), (e), 
and (h) of Sec.tion 104. The. agreement provided for payment of such amounts 
in dollars or foreign currenci.es upon delivery. of theagriaultural commod
ities. A local currency payment. under this type of ·arrangement has come 
to be known as a "currency use payment" (CUP) and credit sales agreements 
now provide for such a payment. According to. the. act, the CUP is to be 
made when the commodities inth!! agr.eement "are delivered". In, practice, 
payments are required to be made upon demand by the USG after the deli
very under the agreement. 
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A cllp may be considered as an advance payment of the earliest install
ments of principlil and interest. Interest is calculated so that the re
cipient country'does not pay interest on the portion of the credit repre
sented by the CUP. The amount of local currencies to be paid as a CUP is 
stated as a percentage of the total value of each agreement. The percen
tagerate is applied to the amount of credit extended; that is, the com
modity value plus any credit extended to cover transportation costs, mi
nuS any initial payment made. If 100% is paid in a CUP as for FY 72 Viet
nam Sales Agreements the process is the same as the old LC sales, except 
CUPS are at USG option and are availsble upon demand. In practice the pay
ment of the 80% applicable to Grants for Common Defense are made immediate
ly upon receipt of supporting documentation of the cce disbursement. The 
20% applicable to US-uses is to be made only when necessary to avoid mar
ket purchases and after all other US-owned piasters have been exhausted, 
including those available through unfunding. The' amount requested should 
be limited to estimated requirements for a 30-day period. 

F. Exchange Rates 

In PL 480 agreements With countries that maintain multiple exchange rates, 
the problem of whic'h rate to use in PL 480 transactions has been a thorny 
one. To obtain the highest rate ·to be used. in depositing local curren
cies to the account of the USG, or in converting local currencies to dol
lars or third-country currencies, Congress has consiSten·tly tightened the 
exchange rate provision of the act. The current legislation specifies that 
the Pres ident shall "obtain rates of exchange,' applicable to the sale of 
commodities under such agreements which are n'ot less favorable than the 
highest ·of exchange rates Legally obtainable in the r,eipective countries 
and which are not less favorable than the highest of ,exchange rates obtain
able by any other nation" (Section 103h). 

G. Implementation of Sales Agreements 

The following narrative gives the Sequence of events in the implementation 
of a PL 480 sales government-tO-government agreement under Title I. 

(1) Negotiating and Signing the Agreement - The first step in the imple
mentation of a sales agreement is the negotiation of the agreement and 
incorporatillgall the necessary prOVisions. Following all adjustments 
and discuss::tons.between the two governments, a final version of the 
agreement'i1i signed by representatives of the two·countries. 

(2) IS9ueo'fPufchase AuthOtizat:!ion, (!ifA:) - The government of the import
i-ng 'countrY"'e,'pplies ,(through its' Enlbassy in the United States) to 
USDA's 'ForelilsnMarke'tinl Servijje ·f~authGri:zatiori to purchase agr i
cultural'CiOftnnodft:!e's~ When' the'lIlmbUsy of the purClh,sstng country re
ceive.a PAfFASForm480, it notifies its government so that appro
priate' action in the reci'pient cOUrH!ry~ can betaken. 

The PA is a documentwhichepecifies 'the part'fcU.'lat' grade or typ'e of 
commodity t9be purchased. theapproxima:teq\lahtti'ty ,the maximum dol
laramount;,the periods during which contracts 'be'twee!! importers 
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and U.S. exporters may be entered into, the amount of initial pay
ment required, and the time span during which deliveries must be 
made. Each PA receives a number which must appear on all further 
documents concerning the transactions. USDA issues a public an
nouncement each time a purchase authorization is issued and U.S. 
exporters are thus encouraged to participate in the program. 

(3) Issue of Subauthorhations .(License) - The government of the import
ing country may issue a subauthorizationto a private importer to 
purchase commodities pursuant to the provisions of the purchase au
thorization. An agency of the country's government may also act as 
the importer. At the same time that the recipient country's govern
ment designates an importer it designates a bank or other agency in 
that country as an "approved applicant" and a bank in the United 
States to handle all transactions. The approved applicant may be 
the central bank or a commercial bank. Sometimes the government of 
the importing country will appoint one of its own agencies as the 
approved applicant rather than a bank. 

(4) Issue of Letters of Commitment - The importing country, through its 
embassy in the United States, requests the Commodity Credit Corpor
ation' (CCC) of the .USDA to issue a letter of commitment to each U.S. 
bank designated to handle transactions. The letter of commitment 
names the approved applicant, the U.S. commercial bank, and the Fed
eral Reserve Bank whic h. is to act as an agent of CCC. This consti
tutes a firm commitment by CCC to reimburse .the U.S. bank .for pay
ments made, or drafts accep1;ed,. ul).der letters of credit issued by 
the foreign bank. The letter of commitment stipulates that the U.S. 
bank must submit .to CCC theapprOpr:lllte .documents. required by PL 480 
regulations and by the purchase authorization. After the U.S. bank 
accepts the letter of commitment, CCC' forwards a cOpy to the Vietnam 
Embassy. 

(5) Sales Contract - The designated importer cpntracts with a U.S. expor
ter for purchase of the commodity. The, importer may choose his sup
plier-by any criterion he wishes, but,must inform him that the trans
action is taking place under PL 480 and, must acquaint him with the 
terms of the purchase authorization. The contract price, mutually 
agreed upon by the ,importer and Bupplie);", must not exceed the pre
vailing range of. export market prices which is determined by USDA, 
Compliance with this regulation i.s ver:f,fiedby USDA. For all commo
dities, the exporter is required to submit the contract to USDA for 
review and approval. The exporter must present the signed price a~ 
proval notice, along with other requited documents, to the U.S. bank 
to receive payment. .. 

(6) Reguest for Ll"tter of CnMt " The importer"applies to the designatep __ 
bank in his ,collntry ,for a letter of credit in. favor of his aasom'~ 
supplier. A letter of credit is a financial document issued by a 
bank which agrees to honor drafts drawn upon it by specified persons, 
usually the exporter in exchange for a bill Of lading and other docu-. '- . , ( , 

menta. 
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(7) Issue of Letters of Credit - The letter of credit is issued by 
the foreign bank and confirmed or advised by the U.S. bank. A 
"confirmed" letter of credit constitutes a commitment of both 
the issuing bank and the confirming bank that payment will be 

,made if the terms of the credit are met. An "advised" letter 
of credit constitutes a commitment by the issuing bank only. 
Both types of credits must be irrevocable and as such cannot be 
canceled or a1tereg prior to their expiration dates without the 
consent of the beneficiaries,. For both types of credit, CCC is 
committed to reimburse the U.S. bank for eligible payments made. 
CCC is not committed to reimburse the U.S. bank for the portion 
of the sale covered by any initial payment. After a letter of 
credit has been confirmed or advised by the U.S. bank, the bank 
notifies the exporter that he may draw upon an account establi

'shed for this purpose. 

(8) Purchase of Commodities - The exporter buys the commodity from 
regular commercial sources including cee. 

(9), Loading and Shipping Commodities - The importer arranges for 
ocean shipping if commodities are to be cahipped free on board, 
or free along Side. If the shipment is to be' cos'e and freight, 
or cost, insurance, and freight, the'vesse1 is booked by the 
U.S. supplier. In any case, the shipping company de'iivers a 
bill of lading to the exporter when'the items are loaded. A 
bill of lading is a receipt for the commodities loaded On board, 
signed by the ship's master or other dti1y'!\uthorized person. It 
is a document of title of ownership to the goods'described in the 
bill. This document subseqilentlypasses from one entity to ano
ther as described below. It also serves as evidence of the terms 
of carrisge agreed upon. 

(10) EXporter is Paid - The exporter presents a copy' of the bill of 
lading, weight and inspection certificates, and other required 
documents to the U.S. bank. He receives"payment"in dollars, at 
the price agreed upon in the sales cor\trac~ and within the terms 
of the letter of credit. 

(11) U.S. Bank Transactions - The U.S. bank: presents the documents re
quired byCCC to the Federal Reserve Bank named in the letter of 
commitment. The Federal Reserve Bank pays dollars to the U.S. 
bank, or credits its account. 

(12) Fdreign Bank Notified - The U;S. bank notifies the foreign bank 
of the transaction and transmits the original negotiable bill of 
,lading and other documents. 

(13) Foreign Bank and Importer TranSactions - Upon receipt of the bill 
of lading, the foreig\1 bank notifies the importer. 

Under a local currency sales agreement and for currency use pay
ments, the NBVN is required to transfer local currency to the 
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account of the U.S. Disbursing Officer (USDO) immediately upon 
receipt of documentation from the U.S. bank. This constitutes 
payme~t to the USG. 

Under an agreement where the terms are government-to-government 
dollar credit or convertible local currency credit with no cur
rency use payment, 'the importer pays local currency to his gov
ernment through the deSignated bank. The bank transfers these 
funds to the account of the recipient government. The govern
ment must then pay dollars in subsequent years, as required by 
the sales agreement, or in the case of CLCC agreement, local 
currencies if the USG so desires. 

The procedure for a CLCC agreement that contains provisions for 
a currency use payment is for the CUP to be made upon demand of 
the USG. The foreign government makes the CUP available to the 
USG in local currencies rather than paying dollars or local cur-' 
rency at a later date. 

(14) Imoorter Claims Commodities - After receipt of the negotiable 
bill of lading, the importer may u,se it to claim the goods when 
they arrive. 

(15 ) 

• 

Distribution of Commodities - The iml'0rtersells the c0lll!ll0dity 
within the recipient country through normal commercial channels. 
If the importer is a government agency or s Stste grading cor
poration, it may decide to stockpile the cOmlnodities for even
tual distribution, in time or n.;.ed. 

H. Disbursing Officer's Holding Account 

The National Bank of Vietnam (NB~) which holds the account of the 
USDO credits that account with the local currencies generated by the 
sale of cOlll!llodities under a PL 480 LC sales agreement. In the ,ac
counting system of the USG, these funds move into a Treasury holding 
account (Number 20FT680) a special "collection" or "master" account. 

The first two numbers in the Treasury's account symbols refer to the 
agency that has administrative control over the currencies. The agen
cies involved with PL 480 currenci.;.s and their account numbers are: 
Treasury (20); Al;D (72); HEW (75); and Defense (97). The, l.;.tters FT 
stand for l"oreignTr'ansaction's and mean that funds were obta,ined by 
the USG without beil\!!"gurchased with dollars. The lastthr'l!';digits 
are referr,e,d to as, the, '~!IlS<in" pa.t 0;1; the specific account number. 

! I' " ,', 'i. .' ':.'" '\",!,' 1,-" ,',.:r , , I"~ ' 

Various types of aCfc:mnts,,~!il11 Wit;~i~ e ,~pec:Lfic block of,Ilumq.;.rs. 

The Tr';'a8uFY De,p~r1;~!lr I!B;~, ,c,us,tPdy o,f M~ i~;.re~pp,nSf,I!~,e, f07 ,Fhe 
accountingforall,;t;orelsp cJ.lrrenC1es re¢e,;f.~ef:\1;\nde,~', ~480." The 
deposits,lI!:1I au,~~~~~ (bYi,CC,G'>'!~:LAh,q!"rt~ftM ,¢,~e!lmO!lIl~"bf loc/li~ur
r~ncy and p~G dq,11~r;~"in,vplyed,andotl)e):',p~~ticlllar~,. ~ftei'certi~ 
fication, tnnsfer ,1IJ.lthor iz4,tiqns are issued by th.;.Treasury Depart 
mentor the,uSDP to di.~t~'ibt\te'the' ct\rrencies ac~ording to the t~rms 

• , I. ! . ", ',J /,(., ,I ' , '." , , 
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of the LC sales agreement. A refund reserve (usually two per cent) 
may be maintained in the collection accounts to satisfy claims for 
refunds because of shortages, spoilage, etc. Thus, all currencies 
(except for the refund reserve) are transferred, generally once a 
month, from the collection accounts to agency accounts for use in 
various programs. Local currencies transferred to the sales account 
(20FT400) can be used (with a corresponding change to a dollar ap
propriation) to meet any official obligation of any USG agency with 
operations in the recipient country. This is in accordance with Sub
section 104(a) and such funds are referred to as non"restricted funds. 
Funds for some specific programs like 104 (b), (i), and (j) are also 
transferred to this account. 

Funds to be loaned or granted by the USG are classified as country
use currencies. The detailed administration of these funds is us
ually outside the direct control of the USG st the time they are used 
to purchase goods and services. The USG exercises indirect'or general 
control establishing limitations and restrictions on the use of these 
funds. Country-use currencies may be spent for the direct benefit of 
the recipient country, although there is no legal requirement that 
this be the case. The benefit msy be mutual as in the case of grants 
under 104(c) for COmmon defense. 

9. THE PURCHASE OF PIASTERS WITH DOD DOLLARS (AID/liOD REALIGNMENT PROGRAM) 

The principal feature of this type of piaster generation is that piasters 
are purchased by the USDO with a dollar check drawn against U.S. Treasury 
Accounts. These funds may be to support programs that are a part of the 
GVN National Budget or out-of-budget items. The purchase of piasters with 
dollar checks generates free foreign exchange dollars for the GVN. These 
dollars may be used for any imports as the GVN may desire and procurement 
of commodities Or services is not tied to U.S. sources. ' 

The following is a listing of SOme of the tJSAID agreements which are Slip
ported with piasters purchased with DOD dollars under tl1eAID'/DOD Realign-
ment Program:' ", " ' "" :,," ') , 

Project No. 

310-294 
710'-299 
995-334 
710-352 
995-332 
995-332 

Title of AcUv~tY; 

Highways Improvfjment 
Nblic Safety Telecomniunications 
C:hieu Hca Support 
Nat iOri,at Police Support 
C:entral Pacif. arid Deve1. Council 
Rura1lieve10pment Cadre 

In these flmding lI,ftuations the agency controlling the funds '(ADFM Dollar 
Accounts Branch) requests that the USDO purchase the piasters from the NBVN 
and deposit the piasters in his NBVN account (No. 41-24-04).' These funds 
are then transferred to the Counterpart Accounts or other accOunts • When 
an MC program is to be funded by reimbursement from dollars, the DGBFA re'
quests the piaster releases to the GVN Ministry Accounts iri the GVN Treatury. 
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10. MISCELLANEOUS COUNTERPART FUND GENERATIONS 

In addition to counterpart funds being derived from importer depOSits, 
and dollar purchases of piasters, funds from other sources are deposited 
to the Counterpart Accounts. These include loan repayments, claim col
lections, etc. Proceeds from auction sale of USAID financed property 
are also deposited in the Counterpart Accounts. For~ose funds it has 
been agreed that VN$l million of these funds will be maintained in NBVN 
Account No. 13-35, Fund for Maintenance and Repair of USAID Financed 
Property. Excess funds from that account are transferred to the Counter
part Special Account No. 44-20. There are several other types of project 
commodity sales where deposits become receivable to the 44-20 account. 

In addition to the Type A counterpart funds there have been deposits re
ferred to as Type C funds. These funds represent proceeds from sales,. of 
commodities furnished for the disaster relief and other provisions of 
PL 480, Title II. These funds are GVN-owned and US-controlled and may 
be used for mutually agreed purposes. They were deposited in the NBVN 
account No. 43-01-41. The balance of that account had been over VN$207 
million for some time, but action was taken to loan the funds to the 
Rural Banking System Development Fund of the Agriculture Development 
Bank. 

11. USAID/VN LOCAL CURRENCY BUDGETING AND ACCOUNTING 

A. Overall Responsibility and Organizational Location 

The Local Currency Budget and Accounts ;B;ranch is responsible for the 
financial management of a comprehensive system of budgeting and ac
counting (The Consolidated Assistance Fund) which records and con
trols all the local currency resources ·!lvailable to the USAID to car
ry out its economic development, social and defense programa. The 
Branch forecasts resource availability, evaluates local currency re
quirements, projects generations of piasters for the Military Budget 
Support and American Aid Chapters of the. GVN National Budget Trust 
Fund and other items in annual LC agreement. It develops budgets, 
performs self audits, and issues reports on all local currency finan
cial activities. The Branch proposes improvements in local currency 
operations to assure efficiency and effectiveness. It establishes 
and maintains contacts for coordination of financial aspects between 
appropriate AID, CORDS, MACVand GVN offices to assist management with 
its system of project administration to.assure achievement of objec
tives. 

The Local Currency Budget and Accounts Branch reports directly to the 
Assistant Director for Financial Management - Operations. 

B. Branch Duties and Responsibilities 

(1) Operation of local currency Trust Fund accounting system, post
ing fund reservations, obligations and expenditures. 
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(2) Provides the USAID with uniform guidance and procedures for 
financial management of US-owned PL 480, Title I local curren
cy and GVN-owned local currency held by the USAID including 
counterpart funds. 

(3) Formulates and prescribes appropriate system of internal con
trol over local currencies which includes billings for deposits, 
processing claims, and certifies transfers between USG agencies. 

(4) Maintains the Consolidated Assistance Fund which includes esti
mating fund availability by analysis of CIP and PL 480 program 
progress of implementation and US dollar funding and recording 
local currency commitments and releases for agreed program and 
project support. 

(5) Conducts self audits of records and reports developed in the 
Branch and reviews local currency information for funds released 
to other activities to determine adequacy of procedures for pro
per use of local cUrrency resources. 

(6) Maintains opaating liaison with the Directorate General of Budget 
and Foreign Aid, the Ministry of Finance, Director General of 
Treasury and Central Accounting, the National Bank of V:Etnam and 
the USoo. 

(7) Provides guidance within ADFM on local currency exchange rates 
for generations,· payments and related'matters and assists in 
USAID's financial policy by coordinating activities with the 
ADEPP, ADPROG, and the GVN offices. 

(8) Assists in the developing of cost estina tes and justifying Trust 
Fund budgets. 

(9) Coordinates local currency planning and btidgetingwith the Pro
gram Office in the development of proJects, and provides histor
ical expenditure data. Keeps technically 'informed of USAID poli
cies and programs related to local currency portion of project 
operations. 

C. Local Currency Budget and Accounts Branch Organization Structure 

(See Page 17) 
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/

----BRANCH CHIEF.'---~-~, 
, Administrative Assistant ~ 

Accounting Section Chief 
Typist 

Deposit & Release Control Unit 
- GVN-Owned 
- USG-Owned 

Direct Project Support Unit 
- Trust Fund 
- AACFunds-in"Trust 
- Special Funds'-in-Trust 
- Other Funds-in-Trust 

Indirect Technical Support Unit 
- Local Salaries & Allowances 
- Rents and Utilities 
- Sector Tech. Support 
- Other Tech. Support 

Budgeting Section Chief 
Typist 

Fund Availability Unit 
- Generation Estimation 

Public Law 480, CIP, Other 
- Commitment Planning 

Master Agreements and Other 
Agreement Records 

Program Reports Unit 
- Budget Implementation 
- Status of Commitments 
- Tech. Support Reports 

Commitment and Ob1:Lgation 
AnalySis Unit 

There are two new units in the revised organization structure that are, of 
particular importance to the improvement of operatiOns of the Branch. 
These units are described as follows: 

(1) Deposit and Release Control Uni't - Different deposit and release 
procedures are used for each type of fund SOurce and cons ider a
tion was not being given to the full utilization of all avail
able sources of funding in an expeditious manner. All generations 
were not anticipated and the Local Currency Branch was often not 
aware of due deposits. We developed uniform record keeping pro
cedureafor' all fund deposits and releases. Releases for sub
s,tatttiverequirements are now made in as expeditiOus a' manner as 
posSible, USing standardi~ed release forms to reduce the typing 
of transmittal letters. All deposits are anticipated and there 
are uniform billing ahd' follow-up procedures established for over
due deposits. The available funds are phced in the GVN 'Treasury 
and accounted for until receipt of reports of disbursement made 
directly to the suppliers of goods and services. 

(2) Fund Ava:l:1ability Unit - ADFM had been estimating piaster' genera
tions from the CIP and PI. 480, Title I. These are major e1,ements 
of' pl"aster generations, however ,there are other s ignl.ficant sour
ces of 'piaster funds. In ordet that proper p1ann,ing and budgeting 
for local: currency use is to be performed, all sl.gni:Hp'ant sources 
of gener:ations are to be considered and generations will be' pre

,dieted six to eighteen months in advance. Records are now main
tainedofaetua1 generations in relation to'estimittes with a per
iodic reevaluation of prediction procedures. In order to develop 
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all inclusive and accurate piaster generation estimates, ADFM has 
developed formal procedures and processes for estimating the pia
ster generations and maintain records of generations for planning 
revisions. With this reliable system of estimating piaster avail
ability, ,USAID can be better assured that it can meet its local 
currency commitments. 

ADFM is now maintaining complete records of local currency out
standing commitments. In the past, several current and prior year 
commitments were not being satisfied and some com~itments could 
not be met because of lack of available funds. Records of the 
total resources in relation to outstanding commitments are now 
readily available and priorities for releases are now established. 
ADFM established and is maintaining records to make the above in
formation readily available to ADPROG and other interested USAID 
offices .for decision making purposes. 

12. USES OR APPLICATION OF LOCAL CURRENCY FUNDS 

Following is a general discussion about the uses of local currencies avail
able to the USAID/Vietnam. 

A. Use of Counterpart Generations 

The Economic Cooperatioll Agreement specifies the provisions" for handling 
and use of piasters generated .underassista)tce agreements. ,Part ;3, of 
Section I of the Annex to that agreement, establishes a provision for 
using the piasters for USAID and the Office of Civil Operations and 
Rural Development, Support (CORDS) administrative expenses. ,Part 4 esta
blishes a provision for in-country commodity transportation costs. Part 
5 establishes ,that the GVN may draw upon any, remaining piasters in the 
special .account for such purposes beneficial to Vietnam and connected 
with the .purposes of,this agreement as may be agreed to by the USG. 

Each calendar year a Local Currency Letter of Unders,tanding .(Master 
Local CurreJ;lcy Agreement) is developed. This letter specifies the jOint 
agreement for the application of counterpart funds and other piaster funds 
available to the USG. The letter is based on estimated piaster genera
tions, since the amount which will be ge)terated 1s not precisely known be
fore ,he start of the calendar year. The largest part of the counterpart 
funds .and all the Military uses portion of the PL 480, Title I funds have 
been allocated each year to support the GVN National Budget. 

B. Eevised Procedures for the Count,erpart Suspense Accounts 

After 1:962 deposits from importers were )to longer m!lde,direct1y to the 
Counterpart Special,Account (Number 44-20), but to ,Counter,part Suspense 
Accounts. Transfers were made to the Counterpart Special Account based 
on billings cleve loped by ADFM based on the W-214 report,. As a result of 
this change, a permanent suspense fund was established which delayed the 

, avaUabilityof counterpart generations 1;>y about three mOI)lt;hs. On the 
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average, about three billion piasters were in these suspense accounts. 
The use of the suspense accounts resulted in transferring the deta'iled 
accounting for importers' deposits from USAID to the NBVN. It has been 
necessary from time to time for ADFM to request the NBVN to advance 
funds from those accounts so ADFM could meet its requirements for re
lease of funds. In order to reduce the pipeline quantity of funds held 
by the NBVN the necessary arrangements were made for the NBVN to advance, 
on the first and 15th day of each month, the total balance in the Coun
terpart Suspense Accounts, to the Consolidated Assistance Fund. The bill
ings based on the W-2l4 reports were,continued monthly and used by the 
NBVN to clear its accounts and to reduce the amount in advanced status. 

This procedure reduced the pipeline quantity of funds by an estimated 
$30 million by speeding up the availability of funds for release. It 
also eased the pressure on the Local Currency Branch to get the re
ports from Washington and develop the billings. It reduced the pres
sure on NBVN to review the billings and make the deposits. Since de
posits are being made by importers on a daily basis, NBVN refunds to 
importers are no problem. 

C. Development of Local Currency Agreements 

Based on the written budget guidelines and financial plans, local c ur
rency master agreements should be developed and approved by January 1, 
the start of the budget year. If possible the master agreements should 
be Signed prior to budget submission 011 September 30 ,for approval of the 
National Budget,by the GVN National Assembly. 'The master local curren
cy agreements should be inclusive of all USAID budget year piaster COm
mitments for USAID owned and controlled piasters. Each calendar year 
the master agreement should be the 'one and only overall local currency 
plan for budget execution in the calendar year and be supported in de
tail by the project agreements as they are developed. This would re
quire all new obligations under prior local currency agreements to end 
when obligations start under the new master agreement. The Moss Amend
ment of 1966 requires that USAID:approve' the use of piasters prior to 
their inclusion in the Vietnamese Budget. 

D. ' Budget Guidelines for USAID Planned Support of OVN Budgets 

In the past, ADmOG and ADEPP have not developed written budget guide
lines for the USAID planned support'of the GW National Budget. ADmOG 
personnel discuss the future civil budget development with the others 
involved, but there is no official d'ocumentation available to ADFM of 
the level of support approved by USAID for the' civil budget prior to 
its passage by the National Assembly. The master toca1 currency agree
ments or letters of understanding are developed later' and approved; how
ever, ,these agreements are much too late to be useful to ADFM as a basis 
for control of local currency operations. The commitments and procedures 
to be followed are already in effect by the time ADFM gets a look at the 
dr'aft agreement. By that time the level of agreed, support has been esta
bU,shed', the' OW, has passed the budget, project agreements are being de-
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veloped, theGVN is expending funds and ADFM may have already releas
ed some of the committed amounts based on the amounts shown in the 
civil budget. About the same condition is true for the Minis.try of 
National Defense Budget, except that the Military Assistance Command, 
Vietnam (MACV) issues some narrative guidelines .• 

ADFM is working with the other USAID offices to develop formal finan
cial budget guidelines to be written and approved prior to June 30 of 
each year and be made available to ADFM. These guidelines should indi
cate the estimated total amount of local currency support, and disclose 
the first sublevel breakdown, based on anticipated USAID fundingcapa
bilities during the budget year. These guidelines would become ADFM's 
basis for control of local currency until such time as more detailed 
plans are developed. Currently ADFM has no basis of control until well 
into the budget year. 

E. The American Aid Chapters (AAC) Funds 

The AAC is the counterpart piaster support portion of the GVN National 
Budget devoted to civil programs. The AAC is a part of the National 
Budget for projects sponsored in conjunction with USAID/CORDS. 

The AACs of .theGVN National Budget are supported by funds primarily 
generated under the USAID CIP. (Counterpart) and U.S. DOD dollar pur
chases of piasters. The AAC Budget is determined by negotiations be
tween the GVN Directorate General for Budget and Foreign Aid (DGBFA) 
and the several GVN Ministries/Directorates and USAID/CORDS. These ne
gotiations are held during the latter part of DGBFA's budget preparation 
cycle (usually August) and involve a series of meetings to which the var
ious GVN Ministries and USAID/CORDS Technical Divisions concerned are in
vited. Once. the .AAC Budget is approved by both DGBFA and ADPROG, in de
tail, it is submitted to the GVN Legis·lature as all integral part of the 
National Budget (but without details), 

After the National Budget b pass.ed, by the Legislature, the GVN and US
AID formally agree to the amoUl;1.t of. the o.ff.icial ·commitment·of support 
to be provided with local currency. Thfs is done with a Local Currency 
Letter of Understanding Which is. signed by the Director General fqr Bud
get and Foreign Aid and the USAID Director. The Letter of Understanding 
also details the procedures to befollowe4that year by bQ,th the GVN and 
USAID in administering all piaster funds includillg .the AAC.· 

The AAC is intended primarily as an investment chapter ·in the GVN Nation
al Budget and an, intended uses.fQr AAC funds must be considered in this 

. light. The maj,ority of the GVN N.aUonal Budget is con.cerned with the 
operational cOe,ts of the government, and limited GVN resources. make it 
difficult to provide for direct investments. It is this gap that the 
AAC. is designed to fill. 

The AAC should primarily support Budget Article 71-79, Direct Invest
men.ts, which rallges from construction to the purchase of certain mach-
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inery and equipment. Budget Article 31-39, Materials and Managing 
Services, can also be considered eligible for AAC financing if the 
operational supplies and services a~e required on a non-continuing 
basis and are directly related to a USAID project activity. Bud-
get Article 51-59, Ordinary Transfers, is funded by DOD purchased 
piasters and involves transfer of funds to the Provinces. Any opera
tional expenditures of a continuing nature for the central Ministries, 
should be funded by the GVN. No funding should be considered for Ar
ticle 11-19, Salaries and Allowances, and use of the AAC for any Ar
ticles other than Budget Article 51-59 and 71-79 are discouraged. 

The AAC Budget contains a certain specified amount of money, called 
the AAC Reserve, which is not allocated by project. The Reserve is 
intended as a contingency fund to support requirements that could 
not be foreseen at the time of the budget preparation. The Reserve 
is not intended to be used to. supplement piaster requirements found 
insuffiCiently funded because of inadequate planning. In all cases 
requests for use of the Reserve, if they are to be approved, will .re
quire strong justification as, to the immediate need and the unp1annab1e 
nature of that need. 

AAC funds, both regular and reserve, are documented by ProAgs. The 
ProAg is prepared by the Technical Division/CORDS Directorate concern
ed and ADPROG. A properly prepared Pro Ag must include a budget show
ing piaster amounts by GVN budget article. The ProAg is cleared by, 
the appropriate USAID/CORDS offices and GVN Ministries, and upon being 
signed by DGBFA and ADPROG becomes an official detailed agreement for 
use of the piaster funds. The piaster funds mus.t be obligated by the 
recipient GVN agency before the AAC piasters are available for the in
tended use. This obligation of funds is subject to all GVN regulations 
and deadlines required by their National Budget and accounting system. 

Problems in the use of AAC funds in relation to GVN regulations arise 
primarily in regard to the final obligation deadline and the reprogram
ming of prior year funds. The final dllte for obligation by the GVN is 
November 15 of the calendar year in question. Special waiver can be 
granted by DGBFA in certain cases to extend that date to December 15. 
N2. funds can be obligated subsequent to December 15 for any purpose. 
ProAgs involving AAC piasters should be signed by DGBFA and ADl'ROG by 
October 31 of the calendar year. in order to allow the GVN Agency SUf
ficient time to make ,or adjust the actual obligation. For those cases 
qualifying for a special waiver,the ProAg signature deadline would be 
November 30. 

Reprogramming prior year funds can be done only within the limits. of 
the particular ProAg; in other wor4s, funds in a given ProAg can be 
reprogrammed only by changing the. purpose intended for funds in .,that 
same ProAg, The, total amount of funds cannot' be increased, but ProAg 
revisions are needed to change GVN budget articles 1>y over twenty per 
cent of the total amount of that ProAg, The total amount of a ProAg 
can be.decreased by a revision in the amount of funds unneeded, unused 
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or used for a non-approved purpose, however, such reductions in prior 
year funds are ~ available for reprogramming. They are not avail
able for the year in which they were originally committed (the prior 
year) because GVN regulations prohibit obligations after December 15 
of the prior year. They are not available for the current year be
cause the total amount of the AAC in the GVN budget is fixed at the 
time of budget approval and cannot be increased without a supplemen
tary budget approved by the National Assembly. These are GVN funds 
and if unused in accordance with the above procedures the funds remain 
subject to use pursuant to other GVN/USG agreements. 

The controlling documents for use of the funds are the budget and pro
ject agreements established between the USAID/CORDS and the GVN Minis
tries. The funds are administered according to the project agreements 
(and project implementation orders if administered in trust) which in
clude detailed budgets, work plans, disbursement procedures and report
ing requirements. ADFM evaluates the appropriateness of the project 
agreements and availability of funds. The original budget development, 
and issue of project implementation orders, are performed by the USAID 
CORDS technical division staff and their counterparts in the GVN agen
cieS and ministries. These are reviewed by the USAID Program Office 
and CORDS Plans, Policy and Program Office and approved by the USAID 
and DGBFA. In performance of the projects the GVN obligates its own 
funds. The DGBFA reports monthly to the USAID on the financial status 
of the projects. Based on these reports and request from ADPROG, ADFM 
releases Counterpart Funds as advances to the GVN. The releases author
ize the GVN Treasury to transfer the funds from the Consolidated Assis
tance Fund to the GVN. Copie's of the letter requests for actual trans
fer of funds are sent to DGBFA and the USAID Program Office. When the 
transfer is effected by the Treasury, ADFM is provided an advice of 
transfer. In Some cases the AAC Budget amounts are trans'ferred to the 
USAIDTrust Accounts for disbursement by ADFM. ADFM accounts for the 
AAC Funds advanced to the GVN until final expenditure reports are re
ceived and accepted by ADFM. 

F. Revised Procedures for the American Aid Chapter's Funds and Other Pro
ject Funds 

MostAAC funds are expended by the GVN in accordance with their expendi
tureprocedures 'and such procedures as are incorporated in the project 
agreements. Non-budget project fundS such as the local procurement 
funds, agriculture credit funds, etc., are controlled only by the pro
visions established by the USAID in the project agreements and project 
implementation orders. The project documentation for use of these funds, 
therefore, needs to incorporate additional control provisions such as 
are applied by the GVN for their budget execution. Additionally, AAC 
funds administered by the USAID from the trust accounts have no effec
tive GVN restrictions on their administration. Projec,t documentation 
for these funds needs to be !tIore explicit as to the controls to be ap
plied, such as periods of service or delivery, finsl contracting dates, 
final contribution dates, etc. This requires more effective review of 
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the project implementation orders prior to approval by ADFM. We 
assure that AAC Funds taken in trust are placed under contract or 
otherwise implemented in a timely manner. 

Because of the small amount of AAC Funds processed tllrough the Trust 
Accounts, the process is not of significant value to project perfor
mance but leads to confusion and special accounting problems. Action 
is being taken so that this type of funding arrangement can be discon
tinued. The project documentation for these funds should incorporate 
the needed controls on local currency administered by the USAID simi
lar to those for dollar funds. Currently ADFM is not using the piaster 
control aspect in existing project documentation because it is not 
clear whether the controls were meant to apply to both dollars and pia
sters and because of general documentation inconsistency. 

Project funds administered.by others should not be released until the 
cUt'rency is clearly needed and reclaims should be made in all inst/ilnces 
where. the funds are not used in accordance with the agreements. Until 
calendar year 1966, ADFM maintained individual t'ecordson funds re
leased by l'roject agreement. Aft",r that date the individual release 
records were kept by the DGBFA and. checked by ADPROG. The ADPROG lo
cal currency staff had been relying on DGBFA to keep the detailed re
lease records. The local staff of the ADPROG office was transfet'red 
to ADFM on September 1, 1971. ADFM re-established control of releases 
for each project agreement. This information was necessary to the main
tenance of t'ecords on outstanding commitments. For CY 1972 and subse
quent funding the accounting procedut'es were modified considerably by 
establishment of the Consolidated Assistance Fund. 

G. OutCof-Budget Funds 

(1) Special Funds - These funds are not a part of any regular budget 
and the requirements funded at'e usually of an unforeseen nature 

(2) 

or represent unprogrammed requirements. Thh allows funding of 
a,ctivities that would not otherwis.e be suppqrted •. 'rhe use of the 
'Special ,Fund is dependent uponapprova~ ilY the GVNPrime Minister 
and the USAID Director. The·use·of the Special Funds is establi
s,hed by bilater~l agreement settr,ng for t:b 9b j ective.s, res pons. ibi
lities of both parties in execut on of'a work plan, and any speci
fic financial regulations and procedures applicable to the use of 
the funds. Once the general agreement on use of the Special Funds 

'for apai-ticulllrproject'is~ccomplished, the project managers are 
named'and'individual agreements are written that actually transfer 
the funds to the agency Which is to administer them. This flexi
bility inpro~ramming and 'freedom from sluggish GVN budgetary pro
cedures provided the USG and GVN with a means of accomplishing 
priority programs. 

Revi$ed Procedures for the Prime Minister's SpeCial Funds - Since 
1966 codnterpart funds have .been committed fo: Special Fund opera
tion. These funds were allocated and rele.ased to the .Prime Minis-
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ter's Office by USAID, (GVN Treasury Account No. 6404) based on 
the master local currency agreements. The project agreements sub
allocate part of the funds to other agencies including USAID, The 
Special Funds allocated to USAID are held in the USAID Trust Ac
counts along with Trust Funds and other Funds-In-Trust. 

Special Funds were released to the Prime Minister's Office in ad
vance of ,established needs. The Economic Cooperatiol1 Agreement 
indicates that counterpart funds (other than Trust Funds and funds 
for in-country transpOrtation of project commodities) may only be 
released by USAID " ... for such purposes beneficial to Vietnam, 
and conne,cted with the purposes of this Agreement as may be agreed 
to from time to time ... " 

In consideration of that agreement and the USAID's desire not to 
release funds to start projects on wJ:ich the needs are not clearly 
established, we reconunended that Special Funds not be released un
til the purpose for their use is established and agreed to by USAID, 
This now prevents the use of such funds for purposes not agreed to 
by the USAID and the holding of funds in una1located reserves for 
long periods of time. Additiona1ly, we recommended that any re
funds be returned to the USAID's control not to the Prime Minister 
as in the past. 

Trust Funds - The Trust Fund was established under. Part 3, Section 
I of the Annex to the Economic Cooperation Agreement. The provision 
states that the USG may notify the GVN of its " ••• local currency 
requirements for administrative expenditures incident to the furnish
ing of assistance under this agreement ... " and the GVN wi1l, thereon, 
make such funds available out of the Counterpart Accounts as may be 
requested by the USG. On August 15, 1958, ~ Trust Fund Agreement 
was signed establishing the fund and further clarifying the types 
of costs that may be charged to this fund. Each calendar year the 
letter of understanding specifies the use of estimated available 
local currencies. This agreement includes the amount of Counterpart 
piasters to be transferred to the USAID and held in trust, 

Under the terms of the Agreement, the Trust Fund may be used for the 
following type. of expenditures. 

(a) Elcpenditures such as living a1lowances, housing costs, trans
portation of household goods and personal effects and travel 

, both within and outside (where accepted by the carrier) of 
Vietnam, 'providing such costs are incurred in local currency 
and areil/lcurredby or on behalf of the USG direct hire, local 
national, and contract employees. 

(b) Other USAID local currency costs associated withprov,iding AID 
assistance, such as the purchase of supplies and e<jUipment " 
for the I1SAID needs r~ther than the implementation of projects, 
the rental of office space as we1l as the maintenance, repair 
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and improvement of buildings and utilities obtained for the 
purpose of providing office space for the USAID operations 
and living quarters for non-Vietnamese employees engaged in 
the USAID activities. 

(c) Local currency costs connected with training of Vietnamese 
nationals under the USAID programs. 

It is important to distingufsh in Paragraph (b) above between sup
plies and equipment required to enable AID to perform its func
tions and supplies and equipment required to fulfill or implement 
an assiStance project for the host country. The former may be 
funded with Trust Funds, ~hereas the latter should be funded 
through AAC funds. In the case of a project calling for the con
structionof a building, a bag of cement would not be appropriate 
for Trust Fund funding nor would any other construction supplies 
required for the construction. On the other hand, the purchase 
of a calculating machine to be used by the USG project adminstra-
tor would be appropriate. ' 

In order to comply with the USAID's responsibility as a trustee of 
the GVN funds advanced under the Trust Account Agreement, the fol
lowing guidelines are observed: 

All requests for expenditures from the Trust Account will 
be prepared in conformity with a strict interpretation of 
the above, particularly Paragraphs ,,(a) and (c). ADM/MAS 
will exercise approval authority for expenditures under 
Paragraph (a), and those expenditures under Paragraph (b) 
which relate to office space, improvements and utilities 
for the USAID operations and living quarters for non-Viet
namese employees. ADPROG will exercise approval authority 
for expenditures under Paragraph (c). ADFM will clear such 
approvals during the processing of appropriate project or 
other documentation. 

Since the USAID is a trustee under the Trust Fund Agreement,ad
ministering GVN-owned counterpart funds advanced for specified 
purposes set out in the agreement, the USAID may not use, 'these 
funds for other purposes Without the GVN prior agreemallt'. The 
TrustF~nds are derived generally fromthecounterpatt, fUnds es
tablished under Section 2 of the ,Annex to thel!:conolilic 'Coopera
tion Agreement of' September 7, 19$1. ';l'h~ use of counterpart 
funds for ,purposes b,eneficial to ,vietnam and ~?rirteC:t~~ with pur
poses of the Economic CooperationAgreement;rnay be undertaken by 
the GVN as agreed to from time to t,inlEi bet~eent1ie GVN and USAID. 
Hence, the use of Ti-ust 'Funds 'for purposes, other than those ex
pressly authorized in. th,e;rr!lS,t ¥undAgr,eement !'10u~d require prior 
approval by appropriateGVNliItithorities. Insu'ch circumstances, it 
represents counterpart funds 'being used, as'such, instead of 'for 
the USAID'and related requirements under the Trust Fund Agreement. 
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This provision serves to outline the exceptional conditions and 
procedures under which Trust Funds may be used for local curren
cy financing of projects which ordinarily should be funded out 
of AAC funds in the GVN budget. 

(a) Obligation of Trust Funds for project support activities 
will be accomplished by completion of a ProAg, ProAg revi
sion or PlO/T, as appropriate, signed by the Directorate 
General for Budget and Foreign Aid for the GVN and the Dir
ector or the Associate Director for Program for USAlD. 
ProAgs authorizing Trust Funds for project contract sup
port must be accompanied by a PIO/T. 

(b) The office seeking the use of Trust Funds under .these con
ditions and procedures must submit: (1) a justification 
explaining why the proposed activity is not being funded 
out of AAC funds or other local currencies available to 
the GVN and why it is necessary to obtain local currency 
funding through these sources instead of waiting for funds 
to become available to the GVN fOr use in the proposed ac
tivity, (2) a written agreement showing the GVN approval 
and recommendation of the proposed funding out of Trust 
Funds, (3) a certification by ADFM and ADPROG that the re
quired funds may be released from Trust Funds without ad
.verse1y affecting the USAID's needs, and (4) an understand
ing from the GVN ministry involved and DGBFA that the funds 
will be reimbursed to the Trust Fund Account by DGBFA when 
funds become available under the GVN budget process. The 
ProAg and/orPIO/T must include a detailed explanation as 
to how the funds will be expended. 

(c) Technical Divisions/CORDS Directorates seeking the use of 
Trust Funds as herein outlined may prefer to submit docu
ments in draft for review prior to preparation of 1:he fin
al document. 

(d) Where. the ProAg is, completed in final form and cleared by 
ADPROG-FO/PJi:, it .is submitted to ADFM tor review and pre
valida.tion of funds aod theo to the Techl\ica1 DiviSion 
CORDS Pirectora~Et1:or ;fioat clearance. ' Following all USAID 
CORDS clearanc~~"Fhe40cuhlent is submitted to the GVN for 
appropriate .clearances and signature by the DGBFA. It is 
then retur.oedto, ADPROG. for final approval aod sigoature 
(by the Director, if appropriate). Following the requisite 
sigoatures, ADFM is authorized to disburse Trust Funds in 
accordance with its established procedures. 

The curreot Trust Fund Agreemeot dated August 15, 1958, had one 
substantial deviation from the prescribed form of Manual Order 
1512.3. 
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That deviation was in regard to the use of Trust Funds for USAID 
VN administrative personnel local currency costs. The Economic 
Cooperation Agreement does not exclude these costs from the type 
of costs to be paid from the Trust Fund, however, the Trust Fund 
Agreement excluded them. Since December 1968 each USAID has been 
under instruction (Manual Order 1512.3) to seek amendment to the 
existing Trust Fund Agreements that specifically exclude uSAID 
administrative expenses. As a result of ADFM efforts, this amend
ment was made on May 8, 1972. 

The USAID is not complying with the current Trust Fund Agreement 
in two respects: (1) we are not rendering an annual accounting 
to the GVN, and (2) we are not maintaining satisfactory monetary 
property records or property purchased with Trust Funds. Efforts 
are continuing to establish monetary property records, however, 
ADFM must hold its efforts until ADM produces the necessary re
cords including inventories and unit prices. We are also develop
ing reports to the GVN on the use of Trust Funds that will meet 
their requirements. 

In operation of the Trust Fund, ADFM transfers funds from the 
Counterpart Accounts to the Trust Accotintsoy letter request. 
These requests are made on a periodic basis, up to the amount 
provided in the annual letter of understanding (Master Local Cur
rency Agreement). The deposit is effected by the Treasury Cre
diting On request the Counterpart Account No. 7915KL ahd debit
ing Trust Fund Account No. 7916KL in the GVN Treasury. When the 
funds are needed for obligation, ADFM transfers the funds to the 
USDO's Account No. 6414 in the Treasury. The USDO then issues 
Standard Form 459 to Washington covering the accountability for 
U ,S, Treasury Account 72FTBOO and p'rovides a copy to ADFM. The 
Trust Funds are then allotted, obligated, and disbursed in accord
ance with prescribed AID regulations. AID/W controller instruc
tions require that we transfer these funds to the USDO prior to 
making obligations, The Trust Fund 'is hot governed by the GVN 
budget procedures, however, expenditures may be audited by the 
USAID or the GVN. ' . 

In addition to the funds for administrative expenses, there are 
cases where the GVN finances cer;tain local currency costs of, pro
Jects through the Trust Fund. These. funds are approved in the 
AAC budget or elsewhere and ad!llinistered and disbursed by ADFM 
through the Trust Accounts. ADFM maintains separate accounting 
and reporting on these funds. The following Trust Fund Accounts 
are used for funds under the USDO accountability and control for 
US Treasury Acc:ount No. 72FTBOO: 

- GVN Treasury Account No. 6414 
- Bank of America'Account No. 001, VN$950 Million; Which is 

Replenished from Account No. 6414 
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- Bank of America Account No. 060, VN$lOO Million Time 
Deposit 1/ 

- Chase Manhattan Bank Account No. 0508, VN$300 Million, 
. Time Deposit 1/ 

1/ Time Deposit Interest Becomes Part of the Trust Fund. 

(4) Revised Procedures for USAID Trust Funds 

(a) Control of Funds - Presently these funds are handled like 
no-year appropriations and remain available until expended. 
The only restriction on the use of these funds according to 
the Economic Cooperation Agreement is that they should cover 
costs which relate to the economic development efforts of 
the Mission. We recommended that the USAID Trust Funds be 
transferred t.o the USDO only as needed to cover obligational 
requirements. These funds should be maintained in the GVN 
Treasury Account and transfers to Commer.clal Banks should 
only be performed to meet immediate disbursing requirements. 

(b) Budgeting and Accounting - The budgeting, accounting and re
porting fOr Trust Funds is now divided between general in
direct technical assistance and direct support of specific 
project agreements. The types of documentation required for 
Trust Fund expenditures are of two basic types: Those where 
project documentation is required (bilateral) and those where 
project doc;umentation is not used (unilateral). The bilater
al agreemerit expenditures are identifiable by project imple
mentation ,order numbers and are applicable to specific pro
jects. The. other expenditures are now primarily identified 
by m1sceihneous obligation document number and are identi
fiableas project 000 (Technical Support). 

In order to reduce the tec;hnical ~kill level required to. \'Iork with 
these two types oS: d()cu~ntati.on, and. to simplify.repor,c\.keeping 
and reporting,ehe cut:.t:ent Trust. ~~S~af~ .is tq .P.~ <gvided along 
those conceptual lines. The untiateral documenta.l:i(;>n.,.efforts are 
primarily initiated by ADM and CORDS. The bilateral agreement ef
forts are administered by the GVN lind tpeTechniclll Divisions. Ef
forts are being made, for .the :to~1l tet:l)I,tP e1.l.mina~e instances of 
"bilateral agreement funds 7 in.7,tr':lst" , .in favor of Vietnamization of 
program administration. This w;!.llal1ow t,he USA~D st,aff reduct.ion 
since the USAID not only accOunts for t~es.e funds but also contracts 
and disburseS them.' . .'. , 

ADFM should assist in efforts being made to develop meaningful pia
ster technical support budgets. This work should be in cooperation 
with the ADM and the Regional Offices •. ADFM is now dsveloping de
Sired status of budget .. Perforl1lance reporting on .. the execution of 
existing budgets. . 
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H. US-Owned Piaster Fund Accountability 

PL 480, Title I funds are US-owned funds and become available to 
the Mission without reimbursement to the Department of Agricul
ture for its payments to the commodity suppliers in the United 
States. The funds in the NBVN are also accounted for in the ac
counts of the U.S. Treasury. This procedure is as follows: The 
USDO advises the Commodity Credit Corporation, and the U.S. Trea
sury in Washington by SF 459 of the deposit to NBVN Account No. 
20FT680, for Local Currency Sales and No. 20FT670 for Convertible 
Local Currency Credit Collections from Sale of Agricultural Com
modities. The USDO processes a Foreign Currency Transfer Author
ization, Form TF 848, which transfers the authority for the funds 
in the Account No. 20FT680 and 2OFT670 to the USDO Treasury Ac
count Nos. 72FT745 and 20FT400. The first account, No. 72FT745, 
for Section 104c commond defense, is for reporting accountability 
on Military Budget Support Funds and the Account No. 20FT400 is 
for reporting accountability for U,S, Mission Funds Section 104a 
and j, The division of funds between the two accounts above, as 
established in the Title I Sales Agreements, was made by the U,S, 
Treasury until recently when the transfer authority was delegated 
to the USDO, Saigon, Currently the agreements specify an 80/20 
division, with the larger portion going for Military Budget Sup
port. The USDO furnishes ADFM with one photo copy of the TF848 au
thorizations. The USDO also provides ADFM with a copy of the mon
thly report SF1218 Statement of Accountability and Account Current, 
This form is used by the USDO to support his ttBnsfer of funds to 
his Foreign Service Accountability Account. The transfer authori
zations are used by ADFM as the basis to increase the allotment 
for its records on. the 72FT745 Account by the amount designated, 

I. Military Budget Support Process 

A master agreement for local currency i~ developed each calendar 
year on the basis of expected piaster generations. This agreement 
is signed by the USG and the G1INspeaifY'ing anticipated funding 
levels for the USG support ohapters of thE! GVN National Budget. 
The., programming and monitoring ,res,pon&ibilit1es for these funds are 
specified .in an internal U;S ~ 'Mis8ionagreemen,t dated January 24, 
1970. ARnua1 planning for the Defense Chapter of the National Bud
get, begins with jOintly d'eve10pedand approved narrative budget 

. guidelines normelly published durtl'ligMarch preceding the calendar 
year. About twee months later (in June), the GVN proposed Defense 
Chapter is ,forwarded to MACV. I,t undergoes a review by the U, S, 
MUitaryBudget Officers assigned to e'ach Republic of Vietnam Arm
ed Forces operating agency, ·the MACV Budget Screening Board and 
the MACV Budget Advisory COmmittee. The jointly approved Defense 
Chapter' is then 'formalized as part of the National Budget. 
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A part of the Defense Chapter is funded· from Title I piaster pro
ceeds and Counterpart Funds which are called Military Joint Sup
port .Funds. Control over these funds is exercised by the MACV 
COmptroller by monthly status of funds reports and on-site in
spections. These funds may be obligated during the calendar year 
and the obligations must be liquidated within the next succeeding 
year at the latest, provided they are re-obligated within the next 
year budget chapter after having been disassociated from the ori
ginal budget year. The GVN requests release of the Joint Support 
Funds to reimburse the liquidations made in the preceding months 
based on monthly reports. Based on MACV's recommendations the 
ADPROG recommends the release of the funds within the funding lim
itations indicated in the project agreement. 

This is performed by ADFM preparing and processing a voucher pay
able to the Ministry of Finance. The USDO draws a check on NBVN 
Account No. 41-24-04 and ADFMtransmits,the check with eovering 
letter to the Ministry of Finan.ce. Copies of the letter are sent 
to seven other addressees. The Ministry of Finance deposits the 
check with the GVN Treasury. ,The USDO also. records the release 
in his records on U,.S. Treasury Account ,No. 72FT745. GVN Trea
suryAccount No. 7917 KL has been established in the Consolidated 
Assistance Fund butts not currently in operation. 

J. Assistance-In-Kind (AIK) Funds 

,A portion of the Joint Support Funds provided for the Defense Chap
ter of the National Budget is used through agreement ;to support 
theUSG and other Free World Forces in Vietnam. This support·in
cludes goods and services for administrative and logistical support. 
To expedite execution of this support, the GVN has authorized the 
USG forces to procure the necessary support related goods '.aJ!)dser
vices directly rather than doing' so through the GVN. Although the 
AIK funds are administered by MACV, a GVN General Treasury Accoun,t 
No. 197 for AID funds has been established in the name of a" GVN, 
Army Officer. This officer is appointed by the Director General 
for Finance and Audit, Ministry of Defense', to a;$'Bume'the ,duties, 
of AIK'custodian. All checks drawn from.,this account'dior goods:and 
services, to tnc.lude salaries of ,MACV local national employees, must 
be countersigned by the MACV Comptroller6r hbclulyapPointed re
presen.tative. The Ministry of Nationall!lefenseallo:cates funds each 
year to meet AIK requirements based on recommendation of'MACV.Comp
troller. In case of delay in budget approval., and in view of re
quirements·for.the AIK funds at the beginning of each year, the 
funds may be advanced by DGBFA and placed in the A])K acm unt, pend
ing reimbursemen,t later from the USAID piaster funds.. These funds 
may be used, only to procUl:e goods snd services ,that are avad.lable 
in Vietnam and eJ!:pend1.tures are subject to the, GVN and MACV audit. 
A portion of these funds have been programmed by CORDS for high im
pact pacification, military civil action and PSYWAR projects. This 
portion of AIK funds called pacification funds includes three sub
divisions. 
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(1) The US!FWMAF Civil Actions and FSYWAR Fund is used for 
civic action projects. 

(2) The Advisory Pacification Fund is used for small paci
fication projects. 

(3) The CORDS Contingency Fund is used for large pacifica
tion projects that exceed VN$lOO,OOO per project. 

L. Other Purposes 

The GVN and the USG may provide other uses for Counterpart Funds. 
Release of such funds is made in accordance with the agreed pro
cedures. In the past years allocations were made to such funds 
as the Rural Banking System Development Fund, Local Procurement 
Fund, etc. 
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