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EXPLANATORY MEMORANDUM

Introduction

Rising food prices in 2007 and 2008 have had negatifects on many developing countries
and their population. Poverty for hundreds of roik of people has deepened and recent
progress towards achieving the Millennium Developm@oals is put at risk. Moreover,
rising food prices have resulted in riots, unrest astability in several countries, risking the
gains of years of political, developmental and p&aeping investments.

However, rising prices could also provide a windofvopportunity to stimulate a supply-

response from farmers in developing countries. Bligbrices offer new income-generating
opportunities to bring rural communities out of pay and could enhance the contribution of
agriculture to economic growth by providing incees for investments and productivity
improvements.

The European Commission wishes to launch a shont tesponse, called a "Facility”, to the
global recent soaring of food prices by using pdrthe margin in the Heading 2 of the
Financial Framework in favour of those most affdctieveloping countries. This facility
would primarily support agriculture in developinguntries hence enabling them to enhance
production levels. It will also help those courdgri® rapidly mitigate the negative effects of
the high food prices on the poorest. It will hetadp them to reduce extreme poverty and
hunger.

The political response

The Commissionadopted the Communication 'Tackling the challenigesing food prices —
Directions for EU action’, on 20 May 2008 his Communication sets out elements for an EU
response to the food price challenges, propositigrecinternal to the EU, and actions to
address the effects of the crisis at internatitens!.

On 22 May, theEuropean Parliament adopted a resolutiéron rising food prices in the EU
and the developing countries, urging the Counciketsure coherence of all food-related
national and international policies aiming at inmpénting the right to food of populations.

EU Ministers also expressed their concern with the effectshef high food prices in

developing countries in the Conclusions of the Ga@ndffairs and External Relations
Council of 27 May and committed to a collective passe to the food price challenge,
addressing a combination of short-, medium- ang-k@nm issues, with support provided in
the framework of partner countries' own policied atrategies.

The European Council of 19-20 June re-affirmed that high food prices severely affecting
the situation of the world's poorest populationd are putting at risk progress towards all
MDGs. The Council concluded that action is requifseain the European Union from a
development and humanitarian assistance perspecteeEuropean Councilwelcomed the
Commission's intention to come forward with a prsgddor a new fund to support agriculture
in developing countries, within the framework oktlburrent Financial Perspectives, and
stated that the EU will support a strong agricatwupply response in developing countries,
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providing in particular the necessary financing &gricultural inputs and assistance in using
market-based risk management instruments. The @oalso stated that in its response
strategy, the Union will work in close liaison withe United Nations and other international
organisations and in the framework of partner coesitown policies and strategies.

An estimate of the financing needed to respond tdné soaring of food prices

Commission services made an estimate of the stiomn-€2008-09) financing needs of most
affected developing countries and this reaches #billidn. This figure is based on an

extrapolation of recent country assessments. Itfuiser corroborated by comparing it with
the costs of short-term measures in other countNegeover, the order of magnitude is
supported by the preliminary costing by the UN Higdvel Task Force on the Global Food
Crisis’ that estimates the additional donor requiremeantsafyricultural development in all

developing countries for 2008 and 2009 at € 1&@5.0 billion.

The response so far on the basis of existing coopéipn instruments

The external cooperation instruments at the didppdghe Community encompass:

« for immediate crisis response: the Humanitariantrimsenf and the Instrument for
Stability’ and

« for long-term development cooperation: the DevelepmCooperation Instruménfor
thematic programmes — including food security - dod geographic programmes in
developing countries including South Africa, butt e other ACP countries, and the
European Development Fund (EDF) for the remaini@PAountrie§

The long-term development cooperation instrumentgelrecently been programmed in line
with development priorities of partner countriesading little or no room for short-term
adjustments. Moreover, existing instruments havebeén mobilised or reprogrammed in
2008 to the fullest extent possible to addressctilenges posed by the increased food
prices. To a very limited extent the same coulddbee in 2009; however, mobilisation of
short-term resources will still be greatly inadetgudurther re-programming would take too
long for short-term responses and also risks affgcthe coherence of the existing
cooperation programmes with partner countries.hi& ¢urrent situation where high food
prices lead to lower CAP expenditure, the Commisgmoposes to redirect parts of those
savings to agricultural production in developingicwies.

Draft document of 13 June 2008.

Council Regulation (EC) No 1257/96.

Regulation (EC) No 1717/2006 of the European Bamdint and the Council.
Regulation (EC) No 1905/2006 of the European Bamdint and the Council.
Internal Agreement, OJ L 247, 9.9.2006, p. 32.
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The response offered by the Facility

The amount indicated in this Regulation is based &uropean Community's share of 10% in
responding at short-term to the food price crigisen that, on average, the Community
finances 10% of worldwide development cooperati®his implies that the Community
would finance about € 1.8 billion in 2008 and 2088.the currently available EC instruments
could contribute € 800 million in 2008-09 (€ 550llman in 2008 and an estimated € 250
million in 2009) the remaining €1 billion will beogered by the Facility.

The Regulation will provide the legal basis for khHerm Community assistance to
developing countries in response to the food pelealenges. The facility is time-bound and
will operate in 2008 and 2009, using part of thailable margins under heading 2 of the
Financial Framework. It will be complementary tastixg crisis-response and development
cooperation instruments, both in itgme-span (in-between emergency and long-term
development cooperation), and in $isecificity (directly related to measures that address the
causes and effects of the soaring food prices).

Obijectives of the Facility

The primary objective of this Facility shall be émcourage a positive supply response of
farmers in developing countries in the short to medterm in the context of their sustainable
development. The Facility will also support acieét to respond rapidly and directly to
mitigate the negative effects of high food pricesline with food security objectives. The
expected results of the assistance are among o{ijeas increase in agricultural production
and food security in assisted countries, (ii) relenalnutrition rates, especially among
vulnerable groups, and (iii) reduced food pricéatibn.

Targeting of the measures financed by the Facility

The Commission shall adopt the measures to impleén regulation. They shall finance
global initiatives supporting the purpose and oloyes of this Regulation and which are
implemented through international organisationsluiding regional organisations.

The Commission will adopt these decisions immetiiadéer this Regulation will have been
adopted by Parliament and Council and published.

While all developing countries are potentially éig for support, assistance will be provided
to those developing countries that are severelgcedtl by the food price crisis in socio-
economic and political terms, have a need for nreasio be taken and which do not have the
means or capacity to respond unassisted. Hencendéasures will include a list of target
countries identified on the basis of the set ofaative criteria laid down in the Annex to the
Regulation and which include: reliance on food imgofood price inflation, and social and
fiscal vulnerability. Other financing available tioe country from the donor community will
be taken into account, as well as the country'srii@ to increase agricultural production.
The Facility also allows for regional-level prognam@s, covering all developing countries of
that region. Global initiatives may equally be ficad when implemented through a regional
or international organization. The Commission deas will build on information, including
on actual country needs, made available, in paaticiinrough its delegations and through
internationally relevant evaluations made availdbleorganisations such as those of the UN
system. The Commission Decisions will be accomghiig a detailed explanation on the
methods applied to select the target countrieqrimdtion provided by the UN Task Force
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and international organisations (mainly UN ageneieaO, WFP, World Bank and IMF) will
be used, and this will -when inadequate- be supghted by country-specific information
obtained from EC Delegations.

Responding directly to the food crisis and takingpiaccount the country-specific conditions,
the following operational measures may be suppatteaugh the Facility: (i) measures to
improve access to agricultural inputs and servisesuding fertilizers and seeds; (ii) safety
net measures aiming at maintaining or improvingagecultural productive capacity, and at
addressing the basic food needs of the most vldteeppulations

A small part of the Facility, up to 1 %, will be ags for support measures required for an
effective implementation of the Regulation.

Measures taken will have to be seen in the lightoafjer-term development needs of the
recipient country, should be sustainable (sociaipyvironmentally, economically), and
contribute to reduce distortions of agriculturaicps. For subsidized input delivery this
implies, for instance, that they need to be weallitted, responding to and adapted to local
needs and conditions, market-developing, time-bpufidancially sustainable, and
contributing to the sustainability of agriculturgkoduction systems. Where necessary,
information systems and transparency will be stiegged in order to improve the
effectiveness of market systems, to avoid privitegesitions and enable small-scale farmers
to benefit from the measures taken.

Types of financing and implementation modalities

Assistance will be provided to countries affecteg the food price increases, through
international or regional organisations. All assiste will respond to country-level needs
assessments and plans.

Assistance channelled through International Orgdiniss, including Regional Organisations,
will be decided on the basis of their comparatidgeaamtage and initiatives proposed and
assessed. This could for instance apply to FAODFBANICEF, WFP or the World Bank.
Financing could also be channelled through Regi@mughnisations.

Short-term responses to the soaring food pricesineequick mobilisation of finance in order
to be able to provide post-emergency assistancesapyubrt for a supply response in the next
agricultural seasons. The Regulation allows forckjuiecision-making and disbursement
procedures, by using Contribution Agreements witterhational Organisations, including
Regional Organisations.

The programming and the implementation will be miadlewing the principles of the Paris
Declaration on Aid Effectiveness, including by atioating activities with Member States
and with other donors, in order to ensure thatountry is over supported or orphan.

The preparatory work will start immediately afteloption of the proposed Regulation by the
Commission and will be finalised in time to allowaption of the implementing Decisions
referred to in article 1(2) immediately after thedRlation enters into force.

Financing Decisions (article 3) will be taken a #ame time where this is feasible, otherwise

as soon as possible after entry into force andnincase before the end of 2008 for those
using 2008 funds.
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Source of the Facility's budget

The high agricultural prices have contributed t@@uction of market expenditure in the 2008
budget and to lower estimates for the 2009 budgéhirw heading 2 of the financial
framework. Current estimates indicate that a sigait margin will be available in this
heading in 2008 and to a lesser extent in 2009.

In order to ensure that the Community can meebliggations concerning market related
expenditure and direct payments to farmers, theuR&gn contains a clause (article 10.4)
that guarantees a margin under heading 2 of at 660 million for each year. Should the
forecasted margin be lower than this guaranteed! l®r a particular year, the maximum
amount to be committed to the Facility for thatryedl have to be reduced accordingly.

Partial retrospective financing

Considering that this Regulation will finance maasuthat will provide support to selected
countries through international, including regionajanisations, including measures already
initiated before the adoption of this Regulatidme Regulation contains a provision (Article
6.2) allowing for financing as from 20 June 2008responding to the date of the European
Council Conclusions.

Proposed Timeline

Following its adoption by the Commission, the preglowill be subject to co-decision
procedure in Parliament and Council. The fastessipte calendar under normal procedures,
but with only one reading in Parliament, will mdigely result in entry into force by the end
of November.

The followingindicative timeline is envisaged:

July — September 2008 technical preparation of the Commission Decisigsslected
international including regional organisations, éfeiary countries, indicative share of
allocations, identification of actions under thigedrlation and other instruments to ensure
complementarity).

September 2008 Preliminary Draft amending Budget for budget 2088d letter of
amendment for budget 2009 in order to introducenthe budget lines.

November 2008 Adoption by the co-legislators, publication andtrg into force of
Regulation

December 2008 First implementing Commission Decisions. With ae) to ex-ante
evaluations, they will be carried out in the teclhipreparation of these implementing
Commission decisions.

December 2008Start of budgetary commitments.

Early 2009 Start implementation of first measures

By 31 December 2012 the Commission will provideepart to Council and the European
Parliament on the implementation of the measureduding, as far as possible, on the main
outcomes and impacts of the assistance providedruhe Regulation. This will include a
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retrospective evaluation of the human and finanmsburces allocated and of the results
obtained in relation to the objectives of the Ragah. (Article 9).

It is therefore proposed that the Commission adiby@sttached proposal for a Regulation.
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2008/0149 (COD)
Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE CO UNCIL

establishinga facility for rapid response to soaring food pricesin developing countries

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EURREAN UNION,

Having regard to the Treaty establishing the Eusop€ommunity, and in particular Article
179(1) thereof,

Having regard to the proposal from the Commission
Acting in accordance with the procedure laid dowriticle 251 of the Treafy
Whereas:

Q) The recent soaring of Food Prices has put nomsedeveloping countries and their
populations in a dramatic situation. This riskstipgt additional hundreds of millions
of people in extreme poverty and calls for increlasaidarity with those populations.

(2) A financing facility for a rapid response tcetlrisis caused by high food prices in
developing countries should therefore be estaldislyethis Regulation.

3) The European Consensus on Developfieradopted by the Council and the
Representatives of the Governments of the MemlaeStmeeting within the Council,
the European Parliament and the Commission on 2&iKber 2005, states that the
European Community (hereafter "The Community") wadbntinue to work to
improved food security at international, regionadl anational level, to which goal this
Regulation should contribute.

4) The European Parliament adopted on 22 May 206&solution on rising food prices
in the EU and the developing countfiesirging the Council to ensure coherence of all
food-related national and international policiesiag at implementing the right to
food of populations.

(5) The European Council meeting on 20 June 2008¢laded that action is required
from the European Union from a development and mitadan perspective. In
addition it was stated that the European Union wiblbilise resources to finance,
beyond food aid, safety nets for poor and vulnergdgpulation groups, that the EU
will support a strong agricultural supply respoisdeveloping countries, providing in

QJCc,,p..

oJc,,p..
10 0J C 46, 24.2.2006, p. 1.
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(6)

(7)

(8)

9)

(10)

particular the necessary financing for agriculturgbuts and assistance in using
market-based risk management instrument and weltdhee Commission's intention

to come forward with a proposal for a new fund wport agriculture in developing

countries, within the current financial framework.

Moreover, in the European Council Conclusioibgs also stated that the EU will
promote a more coordinated and longer-term internak response to the current food
crisis, in particular in the UN and in internatibfimancial institutions; the EU also
welcomes the establishment of the High-Level Taskc& on the Global Food
Security Crisis established by the UN SecretaryegBamand is determined to play its
full part in implementing the Declaration agreedRiame on 5 June 2008 at the High
Level Conference on World Food Security. A Compnrsinee Framework of Action
(CAF) is under preparation under the UN Task Fanod an Initiative on Soaring
Food Prices (ISFP) has been launched by the FAr ahternational organisations
such as IFAD, the World Bank and regional orgaiosat have launched their own
initiatives;

Financial needs to fully address the immedatesequences of the high food prices
are very high. The response should come from tkernational community in its
entirety and the Community has endeavoured to iboér its fair share.

The same conditions which lead to the needherpresent financing facility (the high
food prices), also lead to lower agriculture mamgbenditure under Heading 2 of the
Financial Framework. Current estimates also indi@asignificant unallocated margin
under the ceiling of Heading 2 in 2009.

The Community response strategy should aintremgly encourage a positive short to
medium term supply response from the agricultuesita in developing countries
while at the same time also significantly reduding negative effects of the food price
rises on the poorest in these countries. A suppdly iesponse is also in the interest of
the Community in order to alleviate the currentsgrge on agricultural prices.

The Community has at its disposal severalruns¢énts focused on development
assistance with a long term perspective, and irticodar Regulation (EC) No
1905/2006 of the European Parliament and the Cbuwfcil8 December 2006
establishing a financing instrument for developmesperatiof?, and the European
Development Fund , providing official developmessiatance to ACP countries and
OCTs (hereinafter referred to as "EDF"), which hageently been programmed in
line with eligible countries medium and long terevdlopment priorities. Large scale
reprogramming under these instruments to respond &hort term crisis would
jeopardise the balance and coherence of the existinperation strategies with those
countries. It has also at its disposal Council Retgan EC No 1257/96 of 20 June
1996 concerning humanitarian &do provide emergency assistance and Regulation
(EC) No 1717/2006 of the European Parliament aadcbuncil of 15 November 2006
establishing an Instrument for Stabitity

12
13

14

0J L 378, 27.12.2006, p. 41.

OJ L 163, 2.7.1996, p. 1. Regulation as last amenoy Regulation (EC) No 1882/2003 of the
European Parliament and of the Council (OJ L 284132003, p. 1).

0J L 327, 24.11.2006, p. 1.
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(11)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

Those instruments, however, have already bbeabilised or re-programmed in 2008

to the fullest possible extent to address the megatffects of the high food prices

situation in developing countries. To a very lirditextent the same could be done in
2009; however, that would be far from being suéfitito respond to the needs.

In the current situation where high food psidead to lower CAP expenditure, the
Commission proposes to redirect parts of thosengavio agricultural production in
developing countries.

It is however necessary to protect the inteadsthe European farmers and to
guarantee that this proposal will not under angwmstances trigger the mechanism of
the financial discipline as provided in Council Rigions (EC) No 1782/2063and
(EC) No 1290/200% .

As a consequence, it is necessary to adgptafe financing facility, complementary
to existing development instruments and the Huraaait Aid Instrument, to adopt
urgent and supplementary measures that addresslyraghie consequences in
developing countries of the present soaring foaceprsituation.

The measures adopted with this facility sholddp developing countries to boost
agricultural productivity in the next seasons,@epond rapidly to immediate needs of
the countries and their population and to takeahgteps needed to prevent as far as
possible further food insecurity situations, angbatontribute to mitigating the effects
of the high food prices globally, to the benefitthé poorest people but also of the
European consumers and farmers.

The very nature of measures provided for unthés Regulation calls for the
establishment of efficient, flexible, transparentiaapid decision-making procedures
for their financing, with a strong cooperation beém all Institutions concerned. This
Regulation should in particular allow for the fimamg of measures already initiated
that International Organisations are supportingeady to support before the adoption
of this Regulation, as from 20 June 2008, corredpunto the date of the European
Council Conclusions.

It is necessary to provide for the protectuidrthe Community's financial interests in
accordance with Council Regulations (EC, Euratorn) 2088/9%’ of 18 December
1995 on the protection of the European Communftreancial interests, No 2185/96
of 11 November 1996 concerning on-the-spot checkisiaspections carried out by
the Commission in order to protect the European @anities' financial interests
against fraud and other irregulariti®sand Regulation (EC) No 1073/1999 of the
European Parliament and of the Council of 25 Mag9l8oncerning investigations
conducted by the European Antifraud Office (OLAF)

Since the objectives of this Regulation carbesufficiently achieved by the Member
States and can therefore, by reason of the scakbeofaction required, be better

15
16
17

18
19

0J L 94, 31.3.2004, p. 70.

0OJ L 209, 11.8.2005, p. 1.

0OJ L 312, 23.12.1995, p. 1. Regulation as amebgedommission Regulation (EC) No 1233/2007 (OJ
L 279, 23.10.2007, p. 10).

0J L 292,15.11.1996, p. 2.

0OJ L 136, 31.5.1999, p. 1.
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achieved at Community level, the Community may adopasures, in accordance
with the principle of subsidiarity as set out intidle 5 of the Treaty. In accordance
with the principle of proportionality, as set out Article 5 of the Treaty, this
Regulation does not go beyond what is necessagti@ve those objectives.

(19) In order to ensure that the measures provideth this Regulation are effective and
given the urgency of their nature, this Regulattiould enter into force on the day
following that of its publication.

HAVE ADOPTED THIS REGULATION:

Article 1
Subject matter and scope

1. The Community shall finance measures aimed @a@ting a rapid and direct response to
the increased food prices in developing countaeslressing the period between emergency
aid and medium- to long-term development coopematio

2. Measures shall benefit developing countries,daBned by OECD/DAC, and their
populations, in accordance with the following psons.

The Commission shall adopt the measures referred fwaragraph 1. They shall finance
international initiatives supporting the purposel atjectives of this Regulation and which
are implemented through regional and global Intgwsnal Organisations. It shall inform the
European Parliament and the Council thereof.

3. Such measures will specify a list of target ¢oasa identified on the basis of the set of
criteria laid down in the Annex, building on infoation, including on actual country needs,
made available, in particular through its delegaiand through internationally relevant
evaluations made by organisations such as thodee dIN system.

4. To ensure the coherence and effectiveness oh@mity assistance, where the programme
to be implemented is of regional or cross-borddunmea the Commission may decide that
populations of other developing countries not bgiog to that region can benefit from the

programme in question.

5. International Organisations, including Regiofiganisations (hereafter "International
Organisations") will be selected on the basis eirtikapacity to deliver a speedy and high
guality response to the specific needs of the tadyPeveloping Countries in relation to the
objectives of this Regulation.

Article 2
Objectives and Principles

1. The primary objectives of the assistance anghe@iion under this Regulation shall be to
encourage a positive supply response of agriculaaetor in target countries and regions in
the context of their sustainable development ansufport activities to respond rapidly and
directly to mitigate the negative effects of highod prices in line with food security
objectives.
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2. A differentiated approach depending on develagneentexts and impact of soaring food

prices shall be pursued so that target countriaggions and their populations are provided
with targeted, tailor-made and well adapted supdmased on their own needs, strategies,
priorities and response capacities.

3. Notwithstanding Regulation (EC) No 1905/2006tlu¢ European Parliament and of the
Council, and Regulation (EC) No 1717/2006 of thedpean Parliament and of the Council,
if the envisaged measures are in accordance withlég 1(1) and 3.2 of this Regulation, they
shall be financed under this Regulation.

The different development instruments and this IFacshall be applied so as to ensure
continuity of cooperation, in particular as regatids transition from emergency to medium-
and long-term response.

4. The Commission shall ensure that measures atlopiger this Regulation are consistent
with the Community's overall strategic policy franwek for the eligible country or countries
concerned.

Article 3
Implementation

1. Community assistance and cooperation shall Ipdeimented through a set of decisions to
finance supporting measures as described in Arficlparagraphs (1) (2) and (3) of this
Regulation, which shall be adopted by the Commissio

2. Taking into account the specific country-levehditions, supporting measures that shall be
eligible for implementation are:

(@) measures to improve access to agricultural inpuatd services, including
fertilizers and seeds;

(b) safety net measures aiming at maintaining or impgwvhe agricultural
productive capacity, and at addressing the basidl foeeds of the most
vulnerable populations.

3. Support measures which meet the objectivesisfRlegulation may be financed up to a
maximum of 1 % of the amount referred to in artb0£1).

Article 4

Eligibility

The entities eligible for funding shall be Interioatl Organisations fulfilling the conditions
laid down in Article 43 of Commission RegulationEEuratom) No 2342/2062

20 COMMISSION REGULATION (EC, EURATOM) No 2342/2002 83 December 2002 (and modified
by regulation 1261/2005, 1248/2006 and 478/200yipé¢pdown detailed rules for the implementation
of Council Regulation (EC, Euratom) No 1605/2002tha Financial Regulation (and modified by
Regulation 1996/2006, 1525/2007) applicable tog&eeral budget of the European Communities (OJ
L 357, 31.12.2002, p. 1)
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Article 5
Financing and Management procedures

1. The measures financed under this Regulation slealmplemented in accordance with
Regulation (EC, Euratom) No 1605/26§2taking into account where appropriate the crisis
nature of the measures to be adopted.

2. Community assistance shall in principle not bedufor paying taxes, duties or charges in
eligible countries.

3. Participation in the appropriate contractualcpaures shall be open to all natural and legal
persons who are eligible pursuant to the geograpkievelopment instrument applicable to

the country in which the action takes place, as asto all natural and legal persons who are
eligible pursuant to the rules of the implementintgrnational organisation, care being taken
to ensure that equal treatment is afforded to @hlods. The same rules shall apply in respect
of supplies and materials. Experts may be of atipmality.

Article 6
Budget commitments

1. Budget commitments shall be made on the basis@§ions taken by the Commission.

2. Measures adopted under this Regulation may dmaas from 20 June 2008 ongoing
activities initiated in target countries or by ongeations referred to in Article 4, before the
entry into force of this Regulation.

Article 7
Protecting the Community's financial interests

1. Any financial agreement resulting from the immpéntation of this Regulation shall contain
provisions ensuring the protection of the Commusifinancial interests, in particular with
respect to irregularities, fraud, corruption ang ather illegal activity, in accordance with
Council Regulations (EC, Euratom) No 2988/95, (Eurg EC) No 2185/96 and Regulation
(EC) No 1073/1999 of the European Parliament arttiefCouncil.

2. Financial agreements shall contain provisior@gng the Commission and the Court of
Auditors access to the information required to qenftheir duties, if necessary on the spot, in
accordance with the verification agreements coredudith the international organisations
concerned.

A Council Regulation (EC, Euratom) n° 1605/2002 & Z2une 2002 on the Financial Regulation
applicable to the general budget of the Europeamr@anities (OJ L 248, 16.9.2002, p. 1) as last
amended by Council Regulation n° 1525/2007 of 1@db@ber 2007 (OJ L 343, 27.12.2007, p.9.)
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Article 8
Visibility of the EU

Contracts concluded by virtue of this Regulatioalsimclude specific provisions that ensure
the appropriate visibility of the European Unionaih activities undertaken on the basis of
those contracts.

Article 9
Reporting

The Commission shall inform the European Parlianaedtthe Council on the measures it has
adopted pursuant to this Regulation no later thal8cember 2009. The Commission shall
provide them with a report on the implementationtleé measures, including, as far as
possible, on the main outcomes and impacts ofshestance provided under this Regulation,
no later than 31 December 2012.

Article 10
Financial provisions

1. The total financial reference amount for the lengentation of this Regulation over the
period 2008-2009 shall be EUR 1.0 billion.

2. For 2008, the reference amount shall be EURN78®nN
3. For 2009, the maximum reference amount shailbe 250 million.

4. The amount committed shall, for each year, leaw®argin under heading 2 of the financial

framework of at least EUR 600 million, based onftirecast of the most recent early warning
system report as established in Regulation (EC)Y289/2005. Should that not be the case for
a particular year, the maximum amount which cacdremitted for that year pursuant to this

Regulation shall be reduced in order to restoré sumargin under heading 2.

Article 11
Entry into force

This Regulation shall enter into force on the daljofving that of its publication in the
Official Journal of the European Union

It shall apply until 31 December 2009
This Regulation shall be binding in its entiretyatirectly applicable in all Member States.

Done at Brussels,

For the European Parliament For the Council
The President The President
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ANNEX
Indicative list of criteria to select target countries

Indicative criteria to select target countries:
- Food price inflation and its potential socio-ecorc and political impact:
* Level of food price inflation (in comparison to geal inflation)
* Reliance on food imports, including imports of foaid
» Social vulnerability and political stability
* Food production as a percentage of farm consumption
- Capacity of the potentially eligible country tespond and implement appropriate response
measures
e Measures taken by Government, including supply ardktrade measures
* Export earnings
» Fiscal vulnerability
Account will also be taken of other sources of ficiag available to the target country, at

short term, from the donor community, to respondh® Food crisis, and of the potential of
the country to increase agricultural productionailong term sustainable manner.
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