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J . 

In. a letter ot Se-ptel!1be-r 3 • 1969 ~ Mr •. St0phen :a~ I-.es.,. Jr., ·.Genei-aL 
COWlllel. inquiJ-es Yheth.el!' ~)le Cargo Preference Act, 1+6 tt.S .c. 12~1(\>} l 
appliea to noTements or l>Ulk U'e" tr~ ports in Al.a.aka to lionded V'Ue
house h.Cili:Uo ili JfJ.PAn-~ at. whie.h the bulk l!Ult~&l yeuld. be ~d 
9114 the:ree.fter shipped in U.S.-t'la.g WBSltlS out'bo1md to coope-rat:l°Qg-
00'1ntr,r port• • 

Section l~4l.(b) ~ide3 i 

f1~ t.he United States shall· proeure~ 
eolltrut tO::,: • or otherviae- 0.trt·a.in· for· its ow. : · 
accOtint:) o.,- ahal..l turnish to cl' for thff &.~c~t 
ot ~ tot'eiiP). ·na.t!cn ·vi thout pl'trrision :t'of 
nimburae'lttent·, ~y equ:t.pn1ent~ material• or 9cmi
JIC41tiea :t vithtn or with0ut the lJrdted, 8-tates.,,. or 
•Mll ~TM.Ce timda or eredits Cl' ·s~tee. the 
corrertibility ot foreign CtaTe.J:lai~i:J in co~tou 
with the ~hing ot·sueh eqUi~nt, .. mat~r-iiilo 
or·~itie•• the apPropri.8.te ~e~ey or $fi;&nfies 
ah&ll tue sueh steps as "w.e::f' be ttecessarr arid . 
pract !cable to usu.re that at leas.t 50 :pex- nentUm. 
ot th.e gt'.044 tonnage crt $U.Cll ettii.pment, ~t~del$, 
or COJ$Cdttieis • *. * · .W'bieh ma.y be tra.n:aporled Oll . 
Gee@ ff~HU!l:S ~ball be t.:ra,nsport$tl on pl'iV&tel,y 

. <Mled United st~t.es-11.ag e.qwi~rci'al .. vessels~ . to · 
the extent such vessels a:re availabl-¢ ·at fair a.nu 
rflUtonabh !fat.es terr United States ... f'l.ag cOl!OO.~it!l 
veesela * * * .. ~ 

.The urea is :Pt-od:uced in bUlk 111 A.l&aka: and it ·i& strld tilltt it ie not 
eomerdally pn.ct.i~able to ba.g the material tl"mJt•. If the ll'l&teri,µ i.s 
to :moYe at all from .Alaska pollts ~ · it- is s.Uo. that it mwit be aov~d in 
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bUlk. It is reported. that a.t p;rest!ni; there.f¢e no·U.S.-:fle.g vesaels 
villiDS .to mmdle bulk urea t~ Alaska port~. IJ.ihe. ma.teti&l cannot oo 
handled. in 'bulk ·through pone .of coopers.ti~. countries and :must be · · 
bagged at. eome point. prior ·to ur.iVal ·at s~h port~ in ord~ to aatisfy 
A.I.I>. J'equU.eonta. · 

Prffent .A..1.D. · .regW.atton1 :will . nQt. pel!'lld t th~ flnancing ot might 
tor the eWrl~ ot COl!la01.n.t:i.ea to a OoO~·ing.aountey~ O.t" W f.lr t'rom 
a tree porl oi-- bonded varehouse, when shipment 1s on ~ notl-U.s .... rl.ag 
tra.napol"ta.tion mediw.. 22 C1lR 20l.l3{b)(i1}.lf .A.I~.D.· .:is ap);l4.~tly. pre
pared., ther~tore, w fi.nal:ice the .cofJt of "bagged ~a ·t'rota ~'bonded ft.l'e
house ta.eility in Japan. llli:nus t1'Jrei~-tla.g' freight ineU:rred in ... .JIOVing 
bttlk trOm ile.ska t~ .Japan, ·plus .the cost ot u.s~-tl.ag height for. bagged 
material trom ..;T•pa?l to "country ot det\tina.tion :0n bO(U7a. .-. u .s.-tlag Tesu1e1. 
Si.nee th:erf;" u-e no .. l,J.5.-f'4g ~ssels a.vailab1e tor -08n'Ting bulk·urea 
troa A.l.Uka. 'to :Jq>an ·tWd certitioation ti:) that efteet C$U l."eadil.y be ma.de. 
queation eoncernint.'a.pplioability of the.-CArgo Pref'er~n~e Aot is raised 
trora 1ib• 1te.ndpoi.nt. o~ 8.dJdt.1iattat1ve reeord stati~tiei1 rather .than in 
tems O'! resolYfng. any ~bts as to l'.'~q~isite authorities. 

The c~~·fr~terence Act e..ppliea te th~ shipnent ot .cOinmodities \IDO$e 
pacbase i:S t'inanced. bi the tJniled · States. ·Tb.a · aet. ¢learly applies to 
ocee.n 1hi1'ment.a mad" by the Uni~ed st.f.tes arter it has ~quired title to 
the ~itiei> ·inv~lved~. The &ituatfon is"not so cdes:t~·cut} h.oweTer~ in 
conne<tiion. nth shipm.ents lfl.B.de. prior. to auquisit:1on ot" title by the United 
States~· In <let.emning e.pplieabillty of the Cargo Preterence ·Act to shi:p
lllftta ot Mterial.s ·'in whit:h the.Unlt"6d. St$.t~s doeu not:hs.•~ an ownel'ts 

intere•t, the basil\ eonid.d:f~a.tion ie vb.ether rella.n,ee · uP'on the e!rcwn.stanees 
irivolved to su~~· nonapr.t!ciabUity VQ.ltld~rate:'.~ :i. device· to- e-vad.e the 
purpose ot 't;he an· •. See 3.9 Comp. Gen. 158 .(196o.) :l'herein we held .tl:lat the 
e.et could not pl"operl1 be'"'CU'~um:vented. through the; pt.U:'Cbase at det1tination 
rather than at pc)1nt of oioigin. ot s;ooa.s· mo:d.ng b;y ~ean: freight. 

The u~nt fc;ir ;\'.lona:ppli-caliility of .·the act in th&. eir~umtiulces 
h•rttin ~neider~djroW.d :prqceed. along the tcllmn~·lin¢s.: 

. .. . . : . . ' 

.i.. That it. ·is not .c~erda..J.1.i feasible t-0 bag ure~ in Alask:a ~ mid 
Al.utan urea. iiaat move . in }.)ullq · . . " · . ' · . 
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2. 5.'nat A.r .D. · cannot U$e ·l>Ullt tttes. but mat have baued urea~ 

3. That begged Ul:'ea ia a eontmodi ty dii'terent . .trom bulk urea; 

4. That pu-chese l'.O .. B. Japan is baaed upon sound comme:re:ial 
motin Yhi.ch sb0\11.d. not be 'Yiwed. in the same c:ontext u s. dmple 
derlc:te to e.vo:td. ·application ·o:f' the a.et; an~ 

;. ~at, theretore, ain<::e A.I.D. ~d have n.o·ow.erBhip interest 
in the bulk urea ·llO:V'ing to Japw.i;. there- i& no- basis ~ applying the 
act. · 

The a:rg\lllUmt iii a c0111pell.ing one, htivev'tr~ we.believe it :m'!lst tail. 
As ,,. U%1.dentand it, A~X. •. D. 'Will soli<:it e.t large tot otters to sell 
baaged urea in qua.ntiti&s needed by-A~!.D. at varicnis lo.cations. The 
al&Ccea•tul b!dd.e~ ~or~ not. b~ th~.pros~ctiv~.Ja:ptJlese sup.pliers 
who iatond. ~o utilize Ale.ske.n aQurees f0t.b\llk UH& to be shipped to 
Japan a.nd b~ed tbere. 1.t th! :ssu.o.ct·uu~M 'bid-!ltt is other than the 
proapective J~paneae suppliers and non-AlukM lll'•a. ie. tU:rnish.et'-, its 
ocean shipment· VOUld und()U'bt~dli· be ~o?-ered by the! CJll'gO l?rf'tte.renee Aet. 
Whetbm' \U't!& llGtllally mo.v~ in eonmeroial ch&nnltla ·alteaur 'b~~ in 
b'Qlk, or in either toni~ the -Cargo ~e.reren~e Act.~ not be aTOiti.ed 
t~ the ftsilapl~ dev1¢e~· of .•ither· :the ~er or· ii~er OhOQaing 1fhere, 
Ul'ea., the eaa-ent1al: item being proeu:-ed., it to be pe.ekaged. Thus, ·if it 
vertJ ·UMJ1ttreil\lly ·reasible t~ beg l.U'e:!I. in . .j\.laska.,. ita ·Shi:pment~ i~ bulk for 
pack.aging in J&psn·clearl;r.aeulfl "not properly serve .to exclude the bulk 
1h1Petit trom. opera.tion et the ac·t ~ · · · 

Nor ··would it ~;pear tila.t ·th~ cotlm'lerd.al no1,lfeasibili,ty of baSging urea 
ill Al.Uka 15ht'.lUld at:tect this eonit!ltts-ion. · Th~ co:nolusion that d$liber-e.te 
cho1oe of weiie ~ item. is to ·be :pa.ek~ed daes not · et:t'e¢'t a.ppliea.bili 1!y of 
the act to OOatlU shipment ·Of.the essential :eriinmodity involved. hinges. upon 
the coneept 'J;b&t the place O.t packaging :b lnaid~tal nther th.ll.ll deteiini-na
ti•e ot the nat~e er th~ e~it7 purohased. or slaipped. We appreciate~ o.r 
cou.H;, that a' bulk eotlUliodity and that ~~. c~dity ~gad or oth;~se 
pUkaged. are 11&terf.Ul-1 ditf erent from both· a geg~l'al co-inmercia.l and tl'1WS
po.rt&t ion stai:id.}'iOint.. Howe'tfftll"~ t.o treat th.efit ~s Ul&te-rially d.itfe:rent tor 
J)W:'pO·ses ot s:;wl.tinG the Ca:rgc Pre1'el-etice ~t in a. si tue.tion such as. appttars 
to be involved. heJ:e would be to render·the act subject to easy evasir:>n. 
While.it mti.y be·that COlllJlleroial necessities or·th•·&ituation dictate Japan 
u the only. le,i~al ·site tor bagging, the ·operative. ~sult a:o .far u the 
protection ·or Al:J:tertc·a.n shipp:.lng is concerne4 i~ the . s-cune wbetkue.r th• urea. 
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being shipped troni .Alaska. ia.be.ggedin. Japan through fr~·cb.oiee or 
cQllllllercial necessity. 

In tibe tinal analysis, the situation ia that A.l.D. ia financing a 
procuemot of urea. tor use in Asia.. Arri' shipinent of· tha.t urea ·~ft.er it 
is identified. vith the A.I.D~ :procurement·is covered by tl;l.e Cargo Pl'eter
ence .Aet ·irrespective or ~here· it l'll,ight.be.placed in begs'and for whatever 
rea•ons one particular place for· bagging might be chosen; 

The question presented. is answered accordingly. 

S~n<ierely yours; 

:R. ll'. F..:eller 

· Assisto.nf',. Comptroller General 
· · of the United Ste.tes 
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